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INDEPENDENT AUDITOR'S REPORT 
 

 

 

Board of Directors and Management 

Gonzales Healthcare Systems 

Gonzales, Texas 

 

We have audited the accompanying combined statements of net position of Gonzales Healthcare Systems 

and Gonzales Healthcare Systems Foundation, a component unit of Gonzales Healthcare Systems 

(collectively referred to as the “Hospital”), as of June 30, 2020 and 2019 and the related combined 

statements of revenues, expenses and changes in net position and combined statements of cash flows for 

the years then ended, and the related notes to the combined financial statements. 

 

Management’s Responsibility for the Combined Financial Statements 

 

Management is responsible for the preparation and fair presentation of these combined 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 combined financial statements that are free of material misstatement, whether due 

to fraud or error. 

 

Auditor’s Responsibility 

 

Our responsibility is to express an opinion on these combined financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United States of 

America. Those standards require that we plan and perform the audit to obtain reasonable assurance about 

whether the combined financial statements are free of material misstatement. 

 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 

the combined financial statements. The procedures selected depend on the auditor’s judgment, including 

the assessment of the risks of material misstatement of the combined financial statements, whether due to 

fraud or error. In making those risk assessments, the auditor considers internal control relevant to Gonzales 

Healthcare Systems’ preparation and fair presentation of the combined 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 Gonzales Healthcare Systems’ internal control. Accordingly, we express 

no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and 

the reasonableness of significant accounting estimates made by management, as well as evaluating the 

overall presentation of the combined financial statements. 

 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 

our audit opinions. 
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Opinions 

 

In our opinion, the combined financial statements referred to above present fairly, in all material respects, 

the respective combined financial position of Gonzales Healthcare Systems and Gonzales Healthcare 

Systems Foundation, a component unit of Gonzales Healthcare Systems as of June 30, 2020 and 2019, 

and the respective changes in its combined financial position and its combined cash flows thereof for the 

years then ended in accordance with accounting principles generally accepted in the United States of 

America. 

 

Other Matter 

 

Required Supplementary Information 

 

Accounting principles generally accepted in the United States of America require that the management’s 

discussion and analysis on pages A-1 through A-5 be presented to supplement the basic combined 

financial statements. Such information, although not a part of the basic combined 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 combined 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 combined financial statements, and 

other knowledge we obtained during our audit of the basic combined 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.  

 
 

Durbin & Company, L.L.P. 

Lubbock, Texas 

April 6, 2021 
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GONZALES HEALTHCARE SYSTEMS  

A-1 

 

UNAUDITED 

MANAGEMENTS’ DISCUSSION AND ANALYSIS 

AND COMBINED FINANCIAL STATEMENTS 

JUNE 30, 2020 AND 2019 

 

Our discussion and analysis of Gonzales Healthcare Systems and Gonzales Healthcare Systems 

Foundation’s, a component unit of Gonzales Healthcare Systems (the “Hospital”) financial performance 

provides an overview of the Hospital’s combined financial activities for the fiscal years ended June 30, 

2020 and 2019. Please read it in conjunction with the Hospital’s combined financial statements, which 

begin on page 1. 

 

FINANCIAL HIGHLIGHTS 

 

 The Hospital’s combined net position reflects a 13.9% or $5,727,177 increase in 2020. Fiscal 

year 2019 increased 10.9% or $4,046,004.   

 

 The Hospital reported operating losses in 2020 and 2019 of ($8,290,140) and ($5,301,891), 

respectively. The operating loss in 2020 increased by $2,988,249 or 56.4% over the operating 

loss reported in 2019. The operating loss in 2019 decreased by $1,587,596 or 23.0% over the 

operating loss reported in 2018.  

 

 Nonoperating revenues (expenses) increased by $4,572,927 or 49.8% in 2020, compared to 

2019, and increased by $793,409 or 9.5% in 2019, compared to 2018. 

 

USING THIS ANNUAL REPORT 

 

The Hospital’s combined financial statements consist of three statements, a Combined Statement of Net 

Position; a Combined Statement of Revenues, Expenses and Changes in Net Position; and a Combined 

Statement of Cash Flows. These combined financial statements and related notes provide information 

about the activities of the Hospital, including resources held by the Hospital but restricted for specific 

purposes by contributors, grantors, and enabling legislation. 

 

The Combined Statement of Net Position and Combined Statement of Revenues, Expenses, and 

Changes in Net Position 

 

Our analysis of the Hospital’s finances begins on page A-2. One of the most important questions asked 

about the Hospital’s finances is, “Is the Hospital as a whole better or worse off as a result of the year’s 

activities?” The Combined Statement of Net Position and the Combined Statement of Revenues, 

Expenses, and Changes in Net Position report information about the Hospital’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 Hospital’s combined net position and changes in them. You can think of 

the Hospital’s combined net position—the difference between assets and liabilities—as one way to 

measure the Hospital’s financial health, or financial position. Over time, increases or decreases in the 

Hospital’s combined net position is 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 

Hospital’s patient base and measures of the quality of service it provides to the community, as well as 

local economic factors to access the overall health of the Hospital.  
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The Combined Statement of Cash Flows 

 

The final required statement is the Combined Statement 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 HOSPITAL’S COMBINED NET POSITION 

 

The Hospital’s combined net position is the difference between its assets and liabilities reported in the 

Combined Statement of Net Position on page 2. The Hospital’s combined net position increased by 

$5,727,177 or 13.9% in 2020, and increased by $4,046,004 or 10.9% in 2019, as you can see from Table 

1. 

 

Table 1: Assets, Liabilities, and Net Position  
     

2020 2019 2018

Assets:

Current Assets 35,796,828$  23,818,994$  19,215,091$  

Capital Assets (net) 21,162,937    22,013,283    23,400,742    

Other Non-Current Assets 650,032         638,470         510,308         

Total Assets 57,609,797$  46,470,747$  43,126,141$  

Liabilities:

Long-Term Debt Outstanding 2,761,800$    905,000$       1,461,791$    

Other Current and Non-Current 5,179,648      4,254,150      4,398,757      

Total Liabilities 7,941,448      5,159,150      5,860,548      

Deferred Inflows of Resources:

Provider Relief Funds 2,629,575      -                     -                     

Net Position:

Net Investment in Capital Assets 18,401,137    21,108,283    21,938,951    

Restricted:

Capital Acquisitions and Scholarships 607,269         597,093         454,273         

Unrestricted 28,030,368    19,606,221    14,872,369

Total Net Position 47,038,774    41,311,597    37,265,593    

Total Liabilities, Deferred Inflows of

Resources and Net Position 57,609,797$  46,470,747$  43,126,141$  
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OPERATING RESULTS AND CHANGES IN THE HOSPITAL’S COMBINED NET POSITION 

 

The Hospital’s combined net position increased by $5,727,177 or 13.9% in 2020, and increased by 

$4,046,004 or 10.9% in 2019. This change is made up of different components, as shown in Table 2.  

 

Table 2: Operating Results and Changes in Combined Net Position 

 

2020 2019 2018

Operating Revenues:

Net Patient Service Revenue 26,334,055$ 25,277,669$ 23,642,876$ 

Nursing Home Revenue 20,126,546   17,909,550   17,356,263   

Electronic Health Records Incentive Revenue -                   -                   59,780          

Other Operating Revenue 727,239        2,388,314     1,873,903     

Total Operating Revenue 47,187,840   45,575,533   42,932,822   

Operating Expenses:

Salaries, Wages and Benefits 15,381,403   13,468,582   15,009,663   

Other Operating Expenses 18,682,822   17,741,476   15,764,891   

Nursing Home 18,915,400   17,318,208   16,657,757   

Depreciation / Amortization 2,498,355     2,349,158     2,389,998     

Total Operating Expenses 55,477,980   50,877,424   49,822,309   

Operating Loss (8,290,140)    (5,301,891)    (6,889,487)    

Nonoperating Revenues (Expenses):

Property Tax Revenue 9,368,818     8,707,701     7,832,767     

Noncapital Grants / Contributions 100,752        31,895          71,828          

COVID-19 Federal Financial Assistance 3,744,629     -                   -                   

Community Benefit Support 763,619        770,191        1,152,515     

Intergovernmental Transfer (522,942)       (592,143)       (778,726)       

Investment Income 161,307        155,327        56,407          

Interest Expense (31,404)         (55,223)         (84,915)         

Tobacco Settlement Revenue 166,561        160,665        133,995        

Gain on Disposal of Assets -                   -                   1,133            

Total Nonoperating Revenues (Expenses) 13,751,340   9,178,413     8,385,004     

Excess of Revenues over Expenses

Before Capital Grants and Contributions 5,461,200     3,876,522     1,495,517     

Capital Grants and Contributions 265,977        169,482        748,378        

Increase in Net Position 5,727,177     4,046,004     2,243,895     

Net Position, Beginning of Year 41,311,597   37,265,593   35,021,698   

Net Position, End of Year 47,038,774$ 41,311,597$ 37,265,593$ 
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Operating Losses 

 

The first component of the overall change in the Hospital’s combined net position is its operating loss. 

Generally, the difference is between net patient service revenues and the expenses incurred to perform 

those services. In each of the last three years, the Hospital has reported an operating loss. This is 

consistent with the Hospital's recent operating history as the Hospital was formed and is operated 

primarily to serve residents of Gonzales and the surrounding area. The Hospital levies property taxes to 

provide sufficient resources to enable the facility to serve lower income and other residents. 

  

The primary components of the increased operating loss in 2020 are: 

 

 An increase in net patient service revenue of $1,056,386 or 4.2%. 

 A decrease in other operating revenues of $1,661,075 or 3.5%. 

 An increase in salaries, wages and benefit expense of $1,912,821 or 14.2%. 

 

The primary components of the decreased operating loss in 2019 are: 

  

 An increase in net patient service revenue of $1,634,793 or 6.9%. 

 An increase in other operating revenues of $514,411 or 27.5%. 

 A decrease in salaries and benefits expenses of $1,541,081 or 10.3%. 

 

Nonoperating Revenues and Expenses 

 

Nonoperating revenues consist primarily of property taxes levied by the Hospital along with community 

benefit support, intergovernmental transfer expense, interest income, and interest expense. Property tax 

revenue for 2020 and 2019 was $9,368,818 and $8,707,701, respectively. The increase in property tax 

revenue is attributable to the increase in assessed property values.   

 

THE HOSPITAL’S COMBINED CASH FLOWS 

 

Changes in the Hospital’s combined cash flows are consistent with changes in operating losses and 

nonoperating revenues and expenses, previously discussed.   

 

CAPITAL ASSETS AND DEBT ADMINISTRATION 

 

Capital Assets 

 

At the end of 2020 and 2019, the Hospital had $21,162,937 and $22,013,283, respectively, invested in 

capital assets, net of accumulated depreciation, as detailed in Note 10 of the audited combined financial 

statements. The Hospital purchased $1,648,009 and $961,699 in capital assets in fiscal years 2020 and 

2019, respectively.  
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CAPITAL ASSETS AND DEBT ADMINISTRATION (CONTINUED) 

 

Debt 

 

At June 30, 2020 and 2019, the Hospital had $2,761,800 and $905,000, respectively, in long-term debt 

outstanding as disclosed in Note 11 of the audited combined financial statements. During fiscal years 

2020 and 2019, the Hospital made principal payments of $440,000 and $556,791, respectively, on 

outstanding debt. During 2020, the Hospital issued a Paycheck Protection Program (“PPP”) loan in the 

amount of $2,296,800, as detailed in Note 11 of the financial statements. The Hospital made no 

payments on the PPP loan during 2020. 

 

CONTACTING THE HOSPITAL’S FINANCIAL MANAGEMENT 

 

This financial report is designed to provide our patients, suppliers, taxpayers and creditors with a general 

overview of the Hospital’s finances and to show the Hospital’s accountability for the money it receives. 

If you have any questions about this report or need additional financial information, contact the Chief 

Financial Officer, at Gonzales Healthcare Systems, 1110 Sarah Dewitt Drive, Gonzales, Texas 78629. 
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AS OF JUNE 30, 2020 AND 2019 

 
ASSETS: 2020 2019

CURRENT ASSETS

Cash and Cash Equivalents 23,054,597$  12,885,199$  

Assets Whose Use is Limited - Internally Designated 1,303,744 1,034,701

Patient Accounts Receivable, Net of Allowance 2,395,752      3,188,357      

Accounts Receivable - Nursing Home 5,157,711      3,306,028      

Estimated Third-Party Payor Settlements 337,022         37,094           

Other Receivables 2,079,715      2,202,450      

Inventory of Supplies 513,404         347,763         

Prepaid and Other Current Assets 918,494         774,902         

Property Taxes Receivable 36,389           42,500           

Total Current Assets 35,796,828    23,818,994    

RESTRICTED ASSETS 607,269         597,093         

CAPITAL ASSETS,

Net of Accumulated Depreciation 21,162,937 22,013,283

OTHER ASSETS 42,763           41,377           

Total Assets 57,609,797$  46,470,747$  
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AS OF JUNE 30, 2020 AND 2019 
 

LIABILITIES AND NET POSITION: 2020 2019

CURRENT LIABILITIES

Current Portion of Long-Term Debt 1,347,057$    440,000$       

Accounts Payable 539,270         820,065         

Accounts Payable - Nursing Home 1,721,477      2,032,957      

Accrued Payroll, Benefits, and Related Liabilities 1,077,712      823,998         

Self Funded Health Insurance 260,000         140,000         

Other Accrued Liabilities 1,581,189      437,130         

Total Current Liabilities 6,526,705      4,694,150      

NONCURRENT LIABILITIES

Long-Term Debt, Net of Current Portion 1,414,743      465,000         

Total Liabilities 7,941,448      5,159,150      

DEFERRED INFLOWS OF RESOURCES

Provider Relief Funds 2,629,575      -                     

NET POSITION

Net Investment in Capital Assets 18,401,137    21,108,283    

Restricted:

Capital Acquisitions and Scholarships 607,269         597,093         

Unrestricted 28,030,368    19,606,221    

Total Net Position 47,038,774    41,311,597    

Total Liabilities, Deferred Inflows of 

Resources and Net Position 57,609,797$  46,470,747$  
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AS OF AND FOR THE YEARS ENDED JUNE 30, 2020 AND 2019 

 
2020 2019

OPERATING REVENUES:

Net Patient Service Revenue 26,334,055$ 25,277,669$ 

Nursing Home Revenue 20,126,546   17,909,550   

Other Revenue 727,239        2,388,314     

Total Operating Revenues 47,187,840   45,575,533   

OPERATING EXPENSES:

Salaries and Wages 12,466,463   11,155,347   

Employee Benefits 2,914,940     2,313,235     

Professional Fees and Purchased Services 11,060,297   10,337,381   

Supplies and Other 7,622,525     7,404,095     

Nursing Home 18,915,400   17,318,208   

Depreciation and Amortization 2,498,355     2,349,158     

Total Operating Expenses 55,477,980   50,877,424   

Operating Loss (8,290,140)    (5,301,891)    

NONOPERATING REVENUES (EXPENSES):

Property Tax Revenue 9,368,818     8,707,701     

Noncapital Grants and Contributions 100,752        31,895          

COVID-19 Federal Financial Assistance 3,744,629     -                   

Community Benefit Support 763,619        770,191        

Intergovernmental Transfer (522,942)       (592,143)       

Investment Income 161,307        155,327        

Interest Expense (31,404)         (55,223)         

Tobacco Settlement Revenue 166,561        160,665        

Total Nonoperating Revenues (Expenses) 13,751,340   9,178,413     

Excess of Revenues Over Expenses Before

Capital Grants and Contributions 5,461,200     3,876,522     

Capital Grants and Contributions 265,977        169,482        

Increase in Net Position 5,727,177     4,046,004     

Net Position, Beginning of Year 41,311,597   37,265,593   

Net Position, End of Year 47,038,774$ 41,311,597$ 
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AS OF AND FOR THE YEARS ENDED JUNE 30, 2020 AND 2019 

 
2020 2019

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from and on Behalf of Patients 45,223,875$   42,409,217$   

Payments to Suppliers and Contractors (36,550,717)    (34,420,860)    

Payments to Employees (15,080,726)    (13,405,183)    

Other Receipts and Payments, net 789,796          2,035,631       

Net Cash Used by Operating Activities (5,617,772)      (3,381,195)      

CASH FLOWS FROM INVESTING ACTIVITIES

Investment Earnings 161,026          152,011          

Purchase of Investments (8,606)             (49,718)           

Net Cash Provided by Investing Activities 152,420          102,293          

CASH FLOWS FROM CAPITAL AND 

RELATED FINANCING ACTIVITIES

Capital Grants and Contributions 265,977          169,482          

Property Taxes Restricted for Capital Activities 475,405          491,018          

Principal Payments on Long-Term Debt (440,000)         (556,791)         

Interest Payments on Long-Term Debt (40,174)           (64,228)           

Purchase of Capital Assets (1,648,009)      (961,699)         

(1,386,801)      (922,218)         

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Property Taxes 8,899,524       8,226,045       

Noncapital Grants and Contributions 100,752          31,895            

COVID-19 Federal Financial Assistance 6,374,204       -                      

Payments for Intergovernmental Transfers (545,677)         (1,080,947)      

Proceeds From Issuance of Long-Term Debt and Notes Payable 2,296,800       -                      

Proceeds From Tobacco Settlement 166,561          160,665          

17,292,164     7,337,658       

Net Increase in Cash and Cash Equivalents 10,440,011     3,136,538       

Cash and Cash Equivalents, Beginning of Year 14,112,975 10,976,437

Cash and Cash Equivalents, End of Year 24,552,986$   14,112,975$   

Net Cash Provided by Noncapital Financing Activities

Net Cash Used by Capital and Related Financing Activities
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AS OF AND FOR THE YEARS ENDED JUNE 30, 2020 AND 2019 

 
2020 2019

RECONCILIATION OF CASH AND CASH EQUIVALENTS 

TO THE COMBINED STATEMENTS OF NET POSITION:

Cash and Cash Equivalents Presented Under the Following Titles:

Cash and Cash Equivalents 23,054,597$   12,885,199$   

Assets Whose Use is Limited - Current 1,303,744 1,034,701

Restricted Assets 194,645 193,075

24,552,986$   14,112,975$   

RECONCILIATION OF OPERATING LOSS TO NET CASH USED BY 

OPERATING ACTIVITIES:

Operating Loss (8,290,140)$    (5,301,891)$    

Adjustments to Reconcile Operating Loss to Net 

    Cash Flows Used by Operating Activities:

Depreciation and Amortization 2,498,355       2,349,158       

Provision for Bad Debts 3,448,603       3,779,460       

Community Benefit Support 763,619          770,191          

(Increase) Decrease in:

Accounts Receivable (2,655,998)      (4,494,022)      

Accounts Receivable - Nursing Home (1,851,683)      (327,011)         

Prepaid Expenses and Other Current Assets (163,482)         (672,403)         

Estimated Third-Party Payor Settlements (299,928)         147,463          

Other Long-Term Assets (1,386)             14,658            

Increase (Decrease) in:

Accounts Payable (280,795)         97,848            

Accounts Payable - Nursing Home (311,480)         110,101          

Accrued Salaries and Benefits Payable 253,714          (21,259)           

Other Accrued Liabilities 1,272,829       166,512          

Net Cash Used By Operating Activities (5,617,772)$    (3,381,195)$    
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 

Organization - Gonzales Healthcare Systems (the ñHospitalò), is an acute care hospital located in 

Gonzales, Texas, is a political subdivision created and operating under the laws of the State of Texas. 

Operations consist of a 36-bed hospital administered through a Board of Directors (the Board) elected by 

the citizens of the District.  The Hospital primarily earns revenues by providing inpatient, outpatient, and 

emergency services to residents of Gonzales, Texas. 

 

The Gonzales Healthcare Systems Foundation (the ñFoundationò) is a Texas non-profit health 

organization and is classified as an organization exempt from Federal income tax under Internal Revenue 

Code (IRC) Section 501(c)(3). The Foundation was established in August 2008 in order to promote the 

health of the citizens of Gonzales County, Texas and surrounding communities by serving as a supporting 

organization, as defined in IRC Section 509(a)(1), of Gonzales Healthcare Systems. The Hospital is the 

sole corporate member and the Hospital shall appoint the Hospitalôs Chief Executive Officer and one 

member of the Hospitalôs board of directors to the Foundationôs board of directors.  Due to this control, 

the Foundation is reported as a blended component unit of the Hospital. 

 

Enterprise Fund Accounting �± The Hospital uses enterprise fund accounting. Revenues and expenses 

are recognized on the accrual basis using the economic resources measurement focus. The Hospital has 

elected to apply the provisions based on Governmental Accounting Standards Board (GASB) Statement 

No. 62, Codification of Accounting and Financial Reporting Guidance Contained in Pre-November 30, 
1989 FASB and AICPA Pronouncement. The Hospital has also elected to apply the provisions of GASB 

Statement No. 63, Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources, 
and Net Position, and GASB Statement No. 65, Items Previously Reported as Assets and Liabilities. 
 

Newly Adopted Accounting Pronouncement: 

 
GASB Statement No. 95 ï In May 2020, the Governmental Accounting Standards Board (ñGASBò) issued 

GASB Statement No. 95 ï Postponement of the Effective Dates of Certain Authoritative Guidance. The 

objective of this Statement is to provide temporary relief to governments and other stakeholders in light of the 

COVID-19 pandemic. That objective is to be accomplished by postponing the effective dates of certain 

provisions in statements and implementation Guides that first became effective or are scheduled to become 

effective for reporting periods beginning after June 15, 2018, and later. The implementation of this statement 

had no effect on the change in net position. 

 

Pending Adoption of Recent Accounting Pronouncements: 

 
GASB Statement No. 88 ï In April 2018, the Governmental Accounting Standards Board (ñGASBò) issued 

GASB Statement No. 88 ï Certain Disclosures Related to Debt, Including Direct Borrowings and Direct 
Placements. The objective of this Statement is to improve the information that is disclosed in notes to 

government financial statements related to debt, including direct borrowings and direct placements. It also 

clarifies which liabilities governments should include when disclosing information related to debt. The 

Statement is effective for reporting periods beginning after June 15, 2019. The implementation of this 

statement had no effect on the change in net position. 


