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INDEPENDENT AUDITOR’S REPORT 
 
To the Board of Trustees 
Citrus County Hospital Board 
Inverness, Florida 
 
We have audited the accompanying financial statements of the governmental activities of Citrus 
County Hospital Board (the Board), as of and for the year ended September 30, 2017, and the 
related notes to the financial statements, which collectively comprise the Board’s basic financial 
statements as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with accounting principles generally accepted in the United States of America; this 
includes the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express opinions on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States 
of America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States.  Those standards require that 
we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment, 
including the assessment of the risks of material misstatement of the financial statements, 
whether due to fraud or error. In making those risk assessments, the auditor considers internal 
control relevant to the entity’s preparation and fair presentation of the financial statements in 
order to design audit procedures that are appropriate in the circumstances, but not for the purpose 
of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we 
express no such opinion. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of significant accounting estimates made by management, 
as well as evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinions. 
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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the governmental activities of the Citrus County Hospital Board, as of 
September 30, 2017, and the changes in financial position for the year then ended in accordance 
with accounting principles generally accepted in the United States of America. 
 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis and budgetary comparison information, and schedules of 
proportionate share of net pension liability and contribution information be presented to 
supplement the basic financial statements. Such information, although not a part of the basic 
financial statements, is required by the Governmental Accounting Standards Board, who considers 
it to be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or historical context. We have applied certain limited 
procedures to the required supplementary information in accordance with auditing standards 
generally accepted in the United States of America, which consisted of inquiries of management 
about the methods of preparing the information and comparing the information for consistency 
with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an 
opinion or provide any assurance on the information because the limited procedures do not provide 
us with sufficient evidence to express an opinion or provide any assurance. 
 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated June 20, 
2018, on our consideration of the Citrus County Hospital Board’s internal control over financial 
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, 
and grant agreements and other matters. The purpose of that report is to describe the scope of our 
testing of internal control over financial reporting and compliance and the results of that testing, 
and not to provide an opinion on internal control over financial reporting or on compliance. That 
report is an integral part of an audit performed in accordance with Government Auditing Standards 
in considering Citrus County Hospital Board’s internal control over financial reporting and 
compliance. 
 

 
POWELL & JONES 
Certified Public Accountants 
June 20, 2018 
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CITRUS COUNTY HOSPITAL BOARD 
MANAGEMENT’S DISCUSSION AND ANALYSIS 

For the Fiscal Year Ended September 30, 2017 
 
 

The discussion and analysis of the financial performance of Citrus County Hospital Board (the 
Board) provides an overall review of the Board’s financial activities for the fiscal year ended 
September 30, 2017.  The intent of this discussion and analysis is to look at the Board’s financial 
performance as a whole.  Readers should also review the basic financial statements and the notes 
to the basic financial statements to enhance their understanding of the Board’s financial 
performance. 
 
Report Layout 
 
The Board has implemented Governmental Accounting Standards Board (GASB) Statement 34, 
Basic Financial Statements - and Management’s Discussion and Analysis - for State and Local 
Governments.  This statement requires governmental entities to report finances in accordance with 
specific guidelines.  Among those guidelines are the components of this section dealing with 
management’s discussion and analysis.  Besides this Management’s Discussion and Analysis 
(MD&A), the report consists of government-wide statements, fund financial statements, and the 
notes to the financial statements.  The first two statements are condensed and present a 
government-wide view of the Board’s finances.  Within this view, all Board operations are 
categorized as applicable, and reported as either governmental or business-type activities.  
Governmental activities include basic planning related services and general administration.  The 
Board had no business-type activities in this fiscal year.  These government-wide statements are 
designed to be more corporate-like in that all activities are consolidated into a total for the Board. 
 
Basic Financial Statements 
 

 The Statement of Net Position focuses on resources available for future operations.  In 
simple terms, this statement presents a snap-shot view of the assets the Board, the 
liabilities it owes and the net difference.  The net difference is further separated into 
amounts restricted for specific purposes and unrestricted amounts.   Governmental 
activities are reported on the accrual basis of accounting. 

 
 The Statement of Activities focuses on gross and net costs of the Board’s programs and the 

extent to which such programs rely upon general revenues.  This statement summarizes 
and simplifies the user’s analysis to determine the extent to which programs are self-
supporting and/or subsidized by general revenues. 

 
 Fund financial statements focus separately on governmental and proprietary funds, as 

applicable.  Governmental fund statements follow the more traditional presentation of 
financial statements.  As stated above, the Board has no proprietary funds and business-
type activities. 

 
 The notes to the financial statements provide additional disclosures required by 

governmental accounting standards and provide information to assist the reader in 
understanding the Board’s financial condition. 

 
 The MD&A is intended to serve as an introduction to the Board’s basic financial statements 

and to explain the significant changes in financial position and differences in operations 
between the current and prior years. 
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FINANCIAL HIGHLIGHTS AND ANALYSIS 
 
Government-wide Financial Statements 
 
The assets of the Board exceeded its liabilities at the close of the fiscal year ended September 30, 
2017 by $5,598,310, a decrease of $3,244,177 in net position from the prior year. 
 
A condensed version of the Statement of Net Position at September 30, 2017 follows: 
 

2017 2016
Assets
Cash and cash equivalents 36,382,593$ 57,585,004$   
Accounts receivable 390,000         823,442           
Capital assets 480,000         480,000           
Loan to FRC for CMHF Pension Plan 17,400,000    -                         
Total assets 54,652,593    58,888,446      

Deferred outflows of resources 97,354           47,625             

Liabi l i ties
Current liabilities 1,220,781      1,164,975        
Long term liabilities 47,901,304    48,890,400      
Total liabilities 49,122,085    50,055,375      

Deferred inflows of resources 29,552           38,209             

Invested in capital assets 480,000         480,000           
Restricted -                       567,000           
Unrestricted 5,118,310      7,795,487        
Total net position 5,598,310$    8,842,487$      

Governmental Activities/
Total Government

 
 
 

Investment income accounted for $40,462 or 3.6 % of total revenue.  The remaining 96.4 % of 
revenue was generated principally from capital lease income.  Total general revenues increased 
over the prior year by $26,367, which was primarily related to the Board recognition of increased 
investment and miscellaneous income. 
 
A condensed version of the Statement of Activities follows: 
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2017 2016
Revenues:
General revenues
  Ad valorem taxes 6,074$              13,929$          
  Investment income 40,462              36,879             
  Lease income 1,037,400        1,037,400       
  Other 30,639              -                          
Total revenues 1,114,575        1,088,208       

Expenses:
General government 1,384,568        667,342          
Total expenses 1,384,568        667,342          

Other financing services (uses) :   
  Transaction expenses, indemnity (20,381)             -                          
  Settlement expenses -                           (513,369)         
  Interest income, restricted 183,983           143,356          
  Transfers in 1,390,000        -                          
  Transfers out (4,527,786)      (1,724,572)     
Total other financing services (uses) (2,974,184)      (2,094,585)     

Change in net position (3,244,177)      (1,673,719)     
Beginning net position 8,842,487        10,516,206    
Ending net position 5,598,310$     8,842,487$    

  

Governmental Activities/
Total Government

 
 

 
CAPITAL ASSETS AND DEBT ADMINISTRATION 
 
The Board leased all land, buildings, improvements, equipment, furniture, and fixtures to the Citrus 
Memorial Health Foundation, Inc. (the Foundation) under a lease agreement for the operation of 
the Citrus Memorial Health System.  The leased facilities were accounted for as a capital lease; 
therefore, none of these assets are shown in the financial statements of the Board.  On September 
16, 2013 the Board and the Foundation selected West Florida Division, Inc. (HCA-WFD), an affiliate 
of HCA Holdings, Inc. and Citrus Memorial Hospital, Inc. (Lessee), to lease the hospital.  After 
further negotiations the lease of the hospital was consummated on November 1, 2014 (closing 
date).  At the commencement of the new lease, the existing lease between the Board and the 
Foundation was terminated.  As a result of this new lease agreement and prepayment by HCA-WFD 
unearned capital lease income in the amount of $47,806,850 was recorded during the year.  This 
is discussed further in the Notes to Financial Statements. 
 
Additionally, as discussed in greater detail in the related disclosure, all payments of principal and 
interest were payable solely by the Foundation from their gross revenues.  In accordance with the 
terms of the Master Settlement Agreement, the Foundation’s obligations related to debt were paid 
in full during the prior year.  The Board’s only liability for debt is its proportionate share of the 
Florida Retirement System net pension liability of $125,729 at the fiscal year end.  This is 
discussed in detail in the Notes to Financial Statements. 
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CURRENT ACTIVITIES 
 
During the prior and current years, the Board has transitioned from providing financial support to 
the Citrus Memorial Hospital in serving eligible indigent patients to assisting the Foundation in 
winding down its affairs and fulfilling the Board’s and Foundation’s financial obligations relating to 
the Global Allocation and Contribution Agreement (the Agreement) relating to the long-term lease 
of the hospital  facilities to HCA-WFD. 
 
During the current year this has involved various legal actions and issues which required significant 
legal fees as follows: 
 

FRC indemnity issues relating to claims from government
  and private healthcare agencies and related issues 562,657$     

FRC pension plan assets administration 541,250       

FRC patient lawsuit settlements 51,343         
1,155,250$ 

 
The Board has closely monitored these FRC expenses and anticipates that monetary recoveries  
and reduced indemnity claim amounts will substantially exceed the legal expenses incurred, and 
allow CCHB to provide additional funds to the CCCCF. 
 
 
CONTACTING THE BOARD’S FINANCIAL MANAGEMENT 
 
This financial report is designed to provide readers with a general overview of the Board’s finances 
and to reflect the Board’s accountability for the revenues it receives.  If you have questions about 
this report or need additional financial information, contact the Citrus County Hospital Board, P.O. 
Box 1030, Inverness, Florida 34451. 



9 
 

 
CITRUS COUNTY HOSPITAL BOARD 

 
STATEMENT OF NET POSITION 

September 30, 2017 
 

Governmental
Activities

ASSETS
Current assets

Cash 6,719,856$          
Restricted cash 29,662,737          
Accounts receivable 390,000               
Capital assets 480,000               
Loan to FRC for CMHF Pension Plan 17,400,000          

Total assets 54,652,593          

DEFERRED OUTFLOWS
Pension obligations 97,354                 

LIABILITIES
Current liabilities

Accounts payable 132,184               
Accrued salaries 4,200                    
Due to Citrus County Community Charitable Foundation 15,722                 
Unearned capital lease income, current portion 1,037,400            
Net pension liability 31,275                 

Total current liabilities 1,220,781            

Long-term liabilities
Unearned capital lease income, non-current portion 47,806,850          
Net pension liability 94,454                 

Total long-term liabilities 47,901,304          
Total liabilities 49,122,085          

DEFERRED INFLOWS
Pension obligations 29,552                 

NET POSITION
Invested in capital assets 480,000               
Unrestricted 5,598,310            

Total net position 5,598,310$          

 
 
 
See notes to financial statements. 
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CITRUS COUNTY HOSPITAL BOARD 

 
STATEMENT OF ACTIVITIES 

For the Fiscal Year Ended September 30, 2017 
 

Net (Expense) Revenue
and Change

in Net Position
Governmental 

Activities 
Expenses Total

Governmental activities:
General government (1,384,568)$      (1,384,568)$                 

Total governmental activities (1,384,568)$      (1,384,568)                    

General revenues:
Ad valorem taxes 6,074                              
Investment income 40,462                            
Capital lease income 1,037,400                     
Miscellaneous income 30,639                            

Interest income, restricted 183,983                         
Transaction expenses, indemnity payments (20,381)                          
Net transfer in, Citrus Memorial Health Foundation 1,046,197                     
Transfer out, Citrus County Community Charitable Foundation (4,183,983)                    
Total general revenues (1,859,609)                    

Change in net position (3,244,177)                    

Net position, beginning of year 8,842,487                     

Net position, end of year 5,598,310$                   

 
 
 
 
 
 
 
 
 
See notes to financial statements. 
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CITRUS COUNTY HOSPITAL BOARD 

GOVERNMENTAL FUND 
BALANCE SHEET 

 
September 30, 2017 

 
General 

Fund
ASSETS

Cash 6,719,856$        
Restricted cash 29,662,737        
Accounts receivable 390,000             
Loan to FRC for CMHF Pension Plan 17,400,000        

Total assets 54,172,593        

LIABILITIES
Accounts payable 132,184             
Accrued compensated absences, current 4,200                  
Due to Citrus County Community Charitable Foundation 15,722                
Unearned capital lease income 48,844,250        

Total liabilities 48,996,356        

FUND BALANCE
Unassigned 5,176,237          

Total fund balance 5,176,237          

Amounts reported for governmental activities in
the statement of net position are different 
because:

Capital assets used in governmental activites are not financial
resources and, therefore, are not reported in the funds. 480,000             

Deferred outflows of resources represent a consumption of 
fund equity that will be reported as an outflow of resources
in a future period and therefore are not reported in the
governmental funds. 97,354                

Deferred inflows of resources represent an acquisition of
fund equity that will be recognized as an inflow of resources
in a future period and therefore are not reported in the
governmental funds. (29,552)               

Long-term liabilities are not due in the current
period and, therefore, are not reported in 
governmental funds

Net pension liability (125,729)            
Net position 5,598,310$        

 
 
 
 
See notes to financial statements. 
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CITRUS COUNTY HOSPITAL BOARD 

GOVERNMENTAL FUND 
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE 

For the Fiscal Year Ended September 30, 2017 
 

General
Fund

REVENUES
Ad valorem taxes 6,074$                          
Investment income 40,462                          
Capital lease income 1,037,400                   
Other income 30,639                          

Total revenues 1,114,575                   

EXPENDITURES
General government

Personnel services 151,078                       
Operating expenses 1,223,228                   

Total expenditures 1,374,306                   

Deficit of revenues over expenditures (259,731)                      

OTHER FINANCING SOURCES (USES)
Interest income, restricted cash 183,983                       
Net transfer in, Citrus Memorial Health Foundation 1,046,197                   
Transfer out, Citrus County Community Charitable Foundation (4,183,983)                  
Lease, indemnity payments (20,381)                        

Total other financing sources (uses) (2,974,184)                  

Net change in fund balance (3,233,915)                  

Fund balances, at beginning of year 8,410,152                   
Fund balances, at end of year 5,176,237$                 

 
 

 
 

 
 

 See notes to financial statements. 
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CITRUS COUNTY HOSPITAL BOARD 
 

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND 
BALANCES OF GOVERNMENTAL FUND TO THE STATEMENT OF ACTIVITIES 

 
For the Fiscal Year Ended September 30, 2017 

 
 

 

Net change in fund balance - total governmental fund (3,233,915)$        

Amounts reported for governmental activities in the
statement of activities are different because:

Some expenses reported in the statement of activities do not 
require the use of current financial resources and, therefore,
are not reported as expenditures in governmental funds.

Compensated absences 195                  
Net change in pension liability (10,457)          (10,262)                 

Change in net position of governmental activities (3,244,177)$        

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
See notes to financial statements. 
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CITRUS COUNTY HOSPITAL BOARD 
NOTES TO FINANCIAL STATEMENTS 

September 30, 2017 
 
 

NOTE 1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the Citrus County Hospital Board (the Board) have been prepared in 
accordance with generally accepted accounting principles (GAAP) as applied to governmental units.  
Governmental Accounting Standards Board (GASB) is the standard-setting body for governmental 
accounting and financial reporting. 
 
Reporting Entity 
 
The Citrus County Hospital Board (CCHB) is a special purpose independent special district of the 
State of Florida located in Citrus County, Florida.  The Citrus County Hospital Board is organized and 
exists under the laws of the State of Florida pursuant to Chapter 99-442, Laws of Florida as 
amended, and as particularly amended by Chapter 2001-308, Laws of Florida.  Effective July 1, 
2011 the aforementioned laws were recodified into Chapter 2011-256, Laws of Florida, which 
expanded the role and responsibilities of the Citrus County Hospital Board countywide.  The Citrus 
County Hospital Board’s purpose is to operate in Citrus County, hospitals, medical nursing homes, 
and convalescent homes for the benefit of the citizens and residents of Citrus County, Florida. 
 
The Citrus County Hospital Board has the power to, but not be limited to, acquire and dispose of 
real and personal property, to build, elect, expand, equip, maintain, operate, alter, change, lease, 
finance, and repair hospitals, medical nursing homes, convalescent homes, medical care facilities, 
and clinics in Citrus County, Florida; to establish a medical staff, to employ personnel, and issue 
bonds.   
 
Effective October 14, 2014 this law was amended by Chapter 2014 – 254 Laws of Florida which 
allowed the CCHB to create a community trust or foundation to manage funds provided by CCHB 
and develop and implement a county health plan. 
 
The criteria used in determining the scope of the entity for financial reporting purposes is that of 
management oversight by the Board of Trustees of the Citrus County Hospital Board.  There are no 
entities considered to be component units of the Citrus County Hospital Board; therefore, the 
financial statements include only the operations of the Board.  Likewise, the Board is not includible 
as a component unit within another reporting entity. 
 
Basic Financial Statements – GASB Statement No. 34 
 
The government-wide statement of net position is reflected on a full accrual, economic resource 
basis.  The government-wide statement of activities reflects both the gross and net costs of the 
Citrus County Hospital Board’s functional categories of general government and healthcare which 
are primarily supported by earnings on reserved funds.  There are no program revenues directly 
associated with the Citrus County Hospital Board’s functions.  Historically, the previous financial 
reporting model did not summarize or present net cost by function or activity. 
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Basis of Presentation 
 
The financial transactions of the Citrus County Hospital Board are recorded in individual funds.  
Each fund is accounted for by providing a separate set of self-balancing accounts that comprise its 
assets, liabilities, fund equity, revenues, and expenditures.  The purpose of each fund to separate 
financial information in a manner that will allow the Citrus County Hospital Board to comply with 
legal requirements and GAAP. All such activities are included in the following fund:  
 
 

 Governmental Funds 
 
 Governmental funds are those through which most governmental functions typically are 

financed.  They include general, special revenue, capital project and debts service 
funds.  The measurement focus of governmental funds (presented as fund financial 
data in the basic financial statements) is upon determination of financial position and 
changes in financial position (the sources, uses, and balance of financial resources) 
rather than upon net income.  The only current active fund and major fund within the 
Citrus County Hospital Board is described below: 

 
 General Fund – The general fund is established to account for all financial 

transactions not properly accounted for in other funds. 
 
Basis of Accounting  
 
Basis of accounting refers to the point at which revenues or expenditures/expenses are recognized 
in the accounts and reported in the financial statements.  It relates to the timing of the 
measurements made, regardless of the measurement focus applied. 
 
The combined government-wide and fund financial statements presents fund financial data on a 
modified accrual basis of accounting. 
 

 Modified  Accrual 
 
 Revenues are recognized as soon as they are both measurable and available.  

Revenues are considered to be available when they are collectible within the current 
period or soon enough thereafter to pay liabilities of the current period.  For this 
purpose, the government considers revenues to be available when they are collected 
within sixty days of the end of the current fiscal period.  Expenditures generally are 
recorded when a liability is incurred, as under accrual accounting.  The exception to this 
general rule is that debt service expenditures, as well as expenditures related to 
compensated absences and claims and judgments, if any, are recorded only when 
payment is due. 

 
 Implementation of New GASB Pronouncements 

 
 In fiscal year 2014-15 the  Board adopted the following new accounting standard in 

order to conform to the following Governmental Accounting Standards Board 
Statement: 

  
 GASB Statement No. 68, Accounting and Financial Reporting for Pensions—an 

amendment of GASB Statement No. 27, effective for periods beginning after June 15, 
2014, replaces the requirements of GASB Statements Nos. 27 and 50 as they relate to 
pensions that are provided through pension plans administered as trusts or equivalent 
arrangements that meet certain criteria.  The standard requires government employers 
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to recognize as a liability, for the first time, their long-term obligation for pension 
benefits.  The employer liability is to be measured as the difference between the  
present value of projected benefit payments to be provided through the pension plan for 
past periods of service less the amount of the pension plan’s fiduciary net position.  
Obligations for employers with cost sharing plans will be based on their proportionate 
share of contributions to the pension plan.  The standard also requires more immediate 
recognition of annual service cost, interest and changes in benefits for pension expense; 
specifies requirements for discount rates, attribution methods; and changes disclosure 
requirements.   

Budgetary Data 
 

 Budgetary Policy 
 
 An annual budget is prepared and submitted to the Board of Trustees.  Public hearings 

are conducted with the appropriate meeting dates published in the newspaper.  The 
adopted budget amounts are presented in the accompanying basic financial 
statements for the general fund.  The Board of Trustees approves any budget 
amendments.  The budget is prepared on a basis consistent with GAAP.  Total budgeted 
appropriations within a governmental fund type may not be exceeded legally.  
Appropriations lapse at the end of the year.  Budget data, when presented in the 
financial statements is prepared on the same basis of accounting as that prescribed for 
the fund. 

 
 Encumbrance Accounting 

 
 The Citrus County Hospital Board does not employ an encumbrance system.  However, 

in the event encumbrances are outstanding at year-end, open purchase orders will be 
reported as reservations of fund balance for subsequent year purchases and not treated 
as current fund expenditures, in accordance with GAAP 

 
Fund Balances – Governmental Funds 
 
As of September 30, 2017, fund balances of the governmental funds are classified as follows: 
 

Non-spendable – amounts that cannot be spent either because they are in non-spendable 
form or because they are legally or contractually required to be maintained intact. 
 
Restricted – amounts that can be spent only for specific purposes because of constitutional 
provisions, charter requirements or enabling legislation or because of constraints that are 
externally imposed by creditors, grantors, contributors, or the laws or regulations of other 
governments. 
 
Committed – amounts that can be used only for specific purposes determined by a formal 
action of the Governing Board.  The Board is the highest level of decision making for the 
Board.  Commitments may be established, modified, or rescinded only through resolutions 
approved by the Board of Trustees.  
 
Assigned – amounts that do not meet the criteria to be classified as restricted or 
committed but that are intended to be used for specific purposes.  Under the Board’s 
general procedure, only the Board of Trustees may assign amounts for specific purposes. 
 
Unassigned – all other spendable amounts. 
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As of September 30, 2017, fund balances are composed of the following: 
 

General Fund
Unassigned 5,118,310$   

 
As applicable year to year, when an expenditure is incurred for purposes for which both restricted 
and unrestricted fund balance is available, the Board of Trustees considers restricted funds to have 
been spent first.  When an expenditure is incurred for which committed, assigned, or unassigned 
fund balances are available, the Board considers amounts to have been spent first out of 
committed funds, then assigned funds, and finally unassigned funds, as needed, unless the Board 
of Trustees has provided otherwise in its commitment or assignment actions. 
 
Accrued Compensated Absences 
 
The Board accrues accumulated unpaid vacation and sick leave when earned by the employee.  
The current portion is the amount estimated to be used in the following year.  The non-current 
portion is the amount estimated to be used in subsequent fiscal years.  Both the current and non-
current estimated accrued compensated absences amounts for governmental fund are maintained 
separately and represent a reconciling item between the fund and government-wide presentation. 
 
Unearned Revenues 
 
Unearned revenues reported in government-wide financial statements represent revenues received 
but not earned.    The deferred revenues will be recognized as revenue in the fiscal year they are 
earned in accordance with the accrual basis of accounting.  Unearned revenues reported in 
governmental fund financial statements represent unearned revenues which are measurable but 
not available and, in accordance with the modified accrual basis of accounting, are reported as 
unearned revenues.  At September 30, 2017, the Board reported $47,806,850 in unearned lease 
revenues. 
 
Deferred Outflows/Inflows of Resources 
 
In addition to assets, the statement of financial position will sometimes report a separate section 
for deferred outflows of resources.  This separate financial statement element, deferred outflows of 
resources, represents a consumption of net position that applies to a future period(s) and so will 
not be recognized as an outflow of resources (expense/expenditure) until then.  The Board only has 
one item that qualifies for reporting in this category.  It is the deferred charge on pensions in the 
government-wide statement of net position.  Deferred outflows on pensions are recorded when 
actual earnings on pension plan investments exceed projected earnings and are amortized to 
pension expense using a systematic and rational method over a closed five-year period.  Deferred 
outflows on pensions also include the difference between expected and actual experience with 
regard to economic or demographic factors; changes of assumptions about future economic, 
demographic, or other input factors; or changes in the Board’s proportionate share of net pension 
liability.  These are amortized over the average expected remaining service lives of all employees 
that are provided with pensions through each pension plan.  Contributions to pension plans made 
subsequent to the measurement date are also deferred and reduce net pension liability in the 
subsequent year. 
 
In addition to liabilities, the statement of financial position will sometimes report a separate 
section for deferred inflows or resources.  This separate financial statement element, deferred 
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inflows of resources, represents an acquisition of net position that applies to a future period(s) and 
so will not be recognized as an inflow of resources (revenue) until that time.  The Board has only 
one type of item, which is related to pensions.  Deferred inflows on pension plan investments 
exceed actual earnings and are amortized to pension expense using a systematic and rational 
method over a closed five-year period.  Deferred inflows on pensions also include the difference 
between expected and actual experience with regard to economic or demographic factors; changes 
of assumptions about future economic, demographic, or other input factors; or changes in the 
Board’s proportionate share of net pension liability.  These are amortized over the average 
expected remaining service lives of all employees that are provided with pensions through each 
pension plan. 
 
 
NOTE 2.  RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS 
 
A.  Explanation of Differences Between the Governmental Funds Balance Sheet and the 
Government-wide Statement of Net Position. 
 
“Total fund balances” of the Board’s governmental funds $5,176,237 differs from “net position” of 
governmental activities $5,598,310 reported in the statement of net position.  This difference 
results from the long-term economic focus of the statement of net position versus the current 
financial resources focus of the governmental funds balance sheet. 
 
Long-term debt transactions 
 
Long-term liabilities to the Board’s governmental activities are not due and payable in the current 
period and accordingly are not reported as fund liabilities. All liabilities (both current and long-term) 
are reported in the statement of net position.  Balances at September 30, 2017 were: 

 
Net pension liability (125,729)$   

 
Deferred outflows/inflows of resources 
 
Deferred outflows of resources represent a consumption of net position in a future period while 
deferred inflows of resources represent an acquisition of net position in a future period and 
accordingly, are not reported in the governmental fund statements.  However, the statement of net 
position included those deferred outflows/inflows of resources. 
 

Deferred outflows 97,354$   
Deferred inflows (29,552)    

67,802$   

 
Capital assets 
 

Capital assets used in governmental activities are not financial
  resources and, therefore, are not reported in the funds. 480,000$      

 
 



19 
 

  
A. Explanation of Differences Between Governmental Fund Balance Sheet and the Government-wide 

Statement of Net Position

Long-Term
Total Capital Debt Statement

Governmental Related Deferred Transactions/ of 
Funds Items Inflows/Outflows Eliminations Net Assets

ASSETS
Cash 6,719,856$       -$                           -$                           -$                           6,719,856$       
Restricted cash 29,662,737       -                              -                              -                              29,662,737       
Accounts receivable 390,000              -                              -                              -                              390,000              
Advance to CMHF Pension Plan 17,400,000       -                              -                              -                              17,400,000       
Capital assets -                              480,000              -                              -                              480,000              

Total assets 54,172,593       480,000              -                              -                              54,652,593       

DEFERRED OUTFLOWS
Pension obligations -                              -                              97,354                -                              97,354                

LIABILITIES
Accounts payable 132,184              -                              -                              -                              132,184              
Accrued compensated absences, current 4,200                   -                              -                              -                              4,200                   
Due to Citrus County Community 

Charitable Foundation 15,722                -                              -                              -                              15,722                
Unearned capital lease income 48,844,250       -                              -                              -                              48,844,250       
Net pension liability -                              -                              -                              125,729              125,729              

Total liabilities 48,996,356       -                              -                              125,729              49,122,085       

DEFERRED INFLOWS
Pension obligations -                              -                              29,552                -                              29,552                

FUND BALANCE/NET POSITION
Unassigned 5,176,237          480,000              67,802                (125,729)            5,598,310          

Total fund balance/net position 5,176,237$       480,000$           67,802$              (125,729)$          5,598,310$       

 
 
 
 
B. Explanation of Differences Between Governmental Fund Operating Statements and the 
 Statement of Activities 
 
The “net change in fund balances” for governmental funds $(3,233,915) differs from the “change 
in net position” for governmental activities $(3,244,177)  reported in the statement of activities.  
The differences arise primarily from the long-term economic focus of the statement of activities 
versus the current financial resources focus of the governmental funds.  The effect of the 
differences is illustrated below. 
 
Long-term Debt Related Items 
 
Some expenses reported in the statement of activities do not require the use of current financial 
resources, therefore, are not reported as expenditures in governmental funds. 
 

Change in compensated absences 195$          
Change in net pension liability (68,843)      

(68,648)$   
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Deferred outflows/inflows of resources 
 
Recognition of certain obligations related to prior and subsequent periods are not recognized in 
governmental funds. 
 

Net increase in deferred outflows 49,729$    
Net decrease in deferred inflows 8,657         

58,386$    
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NOTE 2.  RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

B. Explanation of Differences Between Government Fund Operating Statements and the Statement of Activities

Total Capital Long-Term Statement
Governmental Related Deferred Debt of 

Funds Items Inflows/Outflows Transactions Activities
REVENUES

Ad valorem taxes 6,074$              -                           -                           -                           6,074$              
Investment income 40,462              -                           -                           -                           40,462              
Capital lease income 1,037,400        -                           -                           -                           1,037,400        
Other income 30,639              -                           -                           -                           30,639              

Total revenues 1,114,575        -                           -                           -                           1,114,575        

EXPENDITURES
General government

Personnel services 151,078           -                           (58,386)             68,648              161,340           
Operating expenses 1,223,228        -                           -                           -                           1,223,228        

Total expenditures 1,374,306        -                           (58,386)             68,648              1,384,568        

Excess of revenues over expenditures (259,731)          58,386              (68,648)             (269,993)          

OTHER FINANCING SOURCES (USES)
Interest income 183,983           -                           -                           -                           183,983           
Transfer in, Citrus Memorial Health Foundation 1,390,000        -                           -                           -                           1,390,000        
Transfer out, Citrus Memorial Health Foundation (343,803)          -                           -                           -                           (343,803)          
Transfer out, Citrus County Community Charitable

Foundation (4,183,983)      -                           -                           -                           (4,183,983)      
Transaction expenses, indemnity payments (20,381)             -                           -                           -                           (20,381)             

Total other financing sources (uses) (2,974,184)      -                           -                           -                           (2,974,184)      

Net change in fund balance (3,233,915)      -                           58,386              (68,648)             (3,244,177)      
Fund balances, at beginning of year 8,410,152        480,000           9,416                 (57,081)             8,842,487        
Fund balances, at end of year 5,176,237$     480,000$         67,802$           (125,729)$       5,598,310$     
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NOTE 3.  STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY 
 
Compliance with Finance-related Legal and Contractual Provisions 
 
The Citrus County Hospital Board believes it has no material violations of finance-related legal and 
contractual provisions. 
 
 
NOTE 4.  CASH AND CASH INVESTMENTS 
 
The Citrus County Hospital Board’s general fund cash is maintained in three bank accounts, with a 
carrying amount  of $6,719,856.  The Board’s cash deposits are held by a bank that qualifies as a 
public depository under the Florida Security for Public Deposits Act as required by Chapter 280, 
Florida Statutes.  The Citrus County Hospital Board’s cash deposits are fully insured by the Public 
Deposits Trust Fund. 
 
In addition to its general cash fund, the Citrus County Hospital Board is custodian of restricted cash 
in three escrow bank accounts.  Balances in these accounts totaled $29,662,737 at September 30, 
2017 and consisted primarily of uninsured money market funds.  All interest income earned on 
these funds is considered restricted under the same conditions establishing the escrow bank 
accounts.  The creation of these escrow accounts were directed and are governed by the Master 
Settlement Agreement that resulted from the settlement of ongoing litigation.  This is discussed in 
greater detail in Note 10. 
 
Investment Policy 
 
The Citrus County Hospital Board follows the Florida Statutes in investing its funds which authorize 
the Board to invest and reinvest any surplus public funds in: 
 
The Local Government Surplus Funds Trust Fund or any intergovernmental investment pool 
authorized by Florida Statutes. 
 

 The Local Government Surplus Funds Trust Fund, or any intergovernmental investment    
  pool authorized by Florida Statutes. 

 Securities and Exchange Commission registered money market funds with the highest 
 credit quality rating from a nationally recognized agency. 

 Interest-bearing time deposits or savings accounts in qualified public depositories, as 
 defined by Florida Statutes. 

 Direct obligations of U.S. Treasury. 
 
Custodial Credit Risk 
 
Custodial credit risk is the risk that, in the event of a bank failure, the government’s deposits may 
not be returned to it.  The Board does not have a deposit policy for custodial credit risk.  As of 
September 30, 2017, $29,662,737 of the Board’s bank balances of $36,382,593 was exposed to 
custodial credit risk as follows: 
 

Uninsured and uncollateralized escrow accounts 29,662,737$   

 
These funds are contained in the escrow accounts required by the Master Settlement Agreement. 
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NOTE 5.  COST-SHARING MULTIPLE EMPLOYER DEFINED BENEFIT PENSION PLANS – FLORIDA 
RETIREMENT SYSTEM PENSION PLAN AND THE RETIREE HEALTH INSURANCE SUBSIDY PROGRAM 
 
Florida Retirement System 
 
General Information - All of the Board’s employees participate in the Florida Retirement System 
(FRS).  As provided by Chapters 121 and 112, Florida Statutes, the FRS provides two cost sharing, 
multiple employer defined benefit plans administered by the Florida Department of Management 
Services, Division of Retirement, including the FRS Pension Plan (“Pension Plan”) and the Retiree 
Health Insurance Subsidy (“HIS Plan”).  Under Section 121.4501, Florida Statutes, the FRS also 
provides a defined contribution plan (“Investment Plan”) alternative to the FRS Pension Plan, which 
is administered by the State Board of Administration (“SBA”). As a general rule, membership in the 
FRS is compulsory for all employees working in a regularly established position for a state agency, 
county government, Board school board, state university, community college, or a participating 
Board or special Board within the State of Florida.  The FRS provides retirement and disability 
benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries.  
Benefits are established by Chapter 121, Florida Statutes, and Chapter 60S, Florida Administrative 
Code.  Amendments to the law can be made only by an act of the Florida State Legislature.   
 
The State of Florida annually issues a publicly available financial report that includes financial 
statements and required supplementary information for the FRS.  The latest available report may 
be obtained by writing to the State of Florida Division of Retirement, Department of Management 
Services, P.O. Box 9000, Tallahassee, Florida 32315-9000, or from the Web site:  
www.dms.myflorida.com/workforce_operations/retirement/publications. 
 
A. Pension Plan 
 
Plan Description – The Pension Plan is a cost-sharing multiple-employer defined benefit pension 
plan, with a Deferred Retirement Option Program (“DROP”) for eligible employees. 
 
Benefits Provided - Benefits under the Pension Plan are computed on the basis of age, average 
final compensation, and service credit.  For Pension Plan members enrolled before July 1, 2011, 
Regular class members who retire at or after age 62 with at least six years of credited service or 30 
years of service regardless of age are entitled to a retirement benefit payable monthly for life, 
equal to 1.6% of their final average compensation based on the five highest years of salary, for 
each year of credited service.  Vested members with less than 30 years of service may retire before 
age 62 and receive reduced retirement benefits. Special Risk Administrative Support class 
members who retire at or after age 55 with at least six years of credited service or 25 years of 
service regardless of age are entitled to a retirement benefit payable monthly for life, equal to 1.6% 
of their final average compensation based on the five highest years of salary, for each year of 
credited service. Special Risk class members (sworn law enforcement officers, firefighters, and 
correctional officers) who retire at or after age 55 with at least six years of credited service, or with 
25 years of service regardless of age, are entitled to a retirement benefit payable monthly for life, 
equal to 3.0% of their final average compensation based on the five highest years of salary for 
each year of credited service. Senior Management Service class members who retire at or after age 
62 with at least six years of credited service or 30 years of service regardless of age are entitled to 
a retirement benefit payable monthly for life, equal to 2.0% of their final average compensation 
based on the five highest years of salary for each year of credited service.  Elected Officers’ class 
members who retire at or after age 62 with at least six years of credited service or 30 years of 
service regardless of age are entitled to a retirement benefit payable monthly for life, equal to 3.0% 
(3.33% for judges and justices) of their final average compensation based on the five highest years 
of salary for each year of credited service.  
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For Plan members enrolled on or after July 1, 2011, the vesting requirement is extended to eight 
years of credited service for all these members and increasing normal retirement to age 65 or 33 
years of service regardless of age for Regular, Senior Management Service, and Elected Officers’ 
class members, and to age 60 or 30 years of service regardless of age for Special Risk and Special 
Risk Administrative Support class members. Also, the final average compensation for all these 
members will be based on the eight highest years of salary. 
 
As provided in Section 121.101, Florida Statutes, if the member is initially enrolled in the 
Pension Plan before July 1, 2011, and all service credit was accrued before July 1, 2011, the 
annual cost-of living adjustment is three percent per year. If the member is initially enrolled 
before July 1, 2011, and has service credit on or after July 1, 2011, there is an individually 
calculated cost-of-living adjustment. The annual cost-of-living adjustment is a proportion of 
three percent determined by dividing the sum of the pre-July 2011 service credit by the total 
service credit at retirement multiplied by three percent.  Plan members initially enrolled on or 
after July 1, 2011, will not have a cost-of-living adjustment after retirement. 
 
In addition to the above benefits, the DROP program allows eligible members to defer receipt of 
monthly retirement benefit payments while continuing employment with a FRS employer for a 
period not to exceed 60 months after electing to participate.  Deferred monthly benefits are held in 
the FRS Trust Fund and accrue interest. There are no required contributions by DROP participants 
 
Contributions – Effective July 1, 2011, all enrolled members of the FRS, other than DROP 
participants, are required to contribute three percent of their salary to the FRS.  In addition to 
member contributions, governmental employers are required to make contributions to the FRS 
based on state-wide contribution rates established by the Florida Legislature. These rates are 
updated as of July 1 of each year.  The employer contribution rates by job class for the periods from 
October 1, 2016 through June 30, 2017 and from July 1, 2017 through September 30, 2017, 
respectively, were as follows: Regular—7.52% and —7.92%; Special Risk——22.57% and —23.27%; 
Senior Management Service——21.77% and —22.71%; Elected Officers’——42.41% and —45.50%; 
and DROP participants——19.99% and —13.26%. These employer contribution rates include —
1.66% and —1.66% HIS Plan subsidy for the periods October 1, 2016 through June 30, 2017 and 
from July 1, 2017 through September 30, 2017, respectively. 
 
The Board’s contributions, including employee contributions, to the Pension Plan totaled $9,221 for 
the fiscal year ended September 30, 2017. 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions – At September 30, 2017, the Board reported a liability of 
$83,323 for its proportionate share of the Pension Plan’s net pension liability. The net pension 
liability was measured as of June 30, 2017, and the total pension liability used to calculate the net 
pension liability was determined by an actuarial valuation as of July 1, 2017. The Board’s 
proportionate share of the net pension liability was based on the Board’s 2016-17 fiscal year 
contributions relative to the 2015-16 fiscal year contributions of all participating 
members. At June 30, 2017, the Board's proportionate share was .000281693 percent, which 
was an increase  of .0001318 percent from its proportionate share measured as of June 30, 
2016. 
 
For the fiscal year ended September 30, 2017, the Board recognized pension expense of $16,793. 
In addition the Board reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources: 
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Deferred Outflows Deferred Inflows 
Description of Resources of Resources

Differences between expected and actual
  experience 7,647$                 (462)$                 

Changes in assumptions 28,002                 -                          

Net difference between projected and actual
  earnings on Pension Plan investments -                            (2,065)                

Changes in proportion and differences
  between Town Pension Plan contributions and
  proportionate share of contributions 27,456                 (10,295)              

Town Pension Plan contributions subsequent
  to the measurement date 1,723                   -                          

Total 64,828$              (12,822)$            

 
The deferred outflows of resources related to the Pension Plan, totaling $1,723 resulting from 
Board contributions to the Plan subsequent to the measurement date, will be recognized as a 
reduction of the net pension liability in the fiscal year ended September 30, 2017. Other amounts 
reported as deferred outflows of resources and deferred inflows of resources related to the 
Pension Plan will be recognized in pension expense as follows: 
 

Fiscal Year Ending

September 30
2018 6,563$                 

2019 17,445                 

2020 12,197                 
2021 2,492                   
2022 8,429                   

Thereafter 3,157                   
50,283$               

 
Actuarial Assumptions – The total pension liability in the June 30, 2016 actuarial valuation was 
determined using the following actuarial assumption, applied to all period included in the 
measurement: 
 
 Inflation    2.60% 
 Salary increases   3.25%, average, including inflation 
 Investment rate of return  7.10%, net of pension plan investment 
      expense, including inflation 
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Mortality rates were based on the Generational RP-2000 with Projection Scale BB tables. 
 
The actuarial assumptions used in the July 1, 2017, valuation were based on the results of an 
actuarial experience study for the period July 1, 2008 through June 30, 2013. 
 
The long-term expected rate of return on Pension Plan investments was not based on historical 
returns, but instead is based on a forward-looking capital market economic model. The allocation 
policy’s description of each asset class was used to map the target allocation to the asset classes 
shown below. Each asset class assumption is based on a consistent set of underlying assumptions 
and includes an adjustment for the inflation assumption. The target allocation and best estimates 
of arithmetic and geometric real rates of return for each major asset class are summarized in the 
following table: 
 

Compound
Annual Annual

Target Arithmetic (Geometric) Standard
Asset Class Allocation (1) Return Return Deviation

Cash 1.00% 3.00% 3.00% 1.80%
Fixed income 18.00% 4.50% 4.40% 4.20%
Global equity 53.00% 7.80% 6.60% 17.20%
Real estate   10.00% 6.60% 5.90% 12.80%
Private equity 6.00% 11.50% 7.80% 30.00%
Strategic investments. 12.00% 6.10% 5.60% 9.70%
Total 100.0%

Assumed Inflation - Mean 2.60% 1.90%

(1) As outlined in the Pension Plan's investment policy

 
 

Discount Rate - The discount rate used to measure the total pension liability was 7.10%. The 
Pension Plan’s fiduciary net position was projected to be available to make all projected future 
benefit payments of current active and inactive employees. Therefore, the discount rate for 
calculation the total pension liability is equal to the long-term expected rate of return. 
 
Sensitivity of the Board’s Proportionate Share of the Net Position Liability to Changes in the 
Discount Rate - The following represents the Board’s proportionate share of the net pension 
liability calculated using the discount rate of 7.10%, as well as what the Board’s proportionate 
share of the net pension liability would be if it were calculated using a discount rate that is one 
percentage point lower (6.10%) or one percentage point higher (8.10%) than the current rate: 
 

Current 
1% Decrease Discount Rate 1% Increase

(6.10%) (7.10%) (8.10%)
County's proportionate share of the 
  net pension liability 150,810$       83,323$               27,294$                  
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Pension Plan Fiduciary Net Position -  Detailed information regarding the Pension Plan’s fiduciary 
net position is available in the separately issued FRS Pension Plan and Other State-Administered 
Systems Comprehensive Annual Financial Report. 
 
Payables to the Pension Plan - At September 30, 2017, the Board had $ 0 payable for outstanding 
contributions to the Pension Plan required for the fiscal year ended September 30, 2017. 
 
 
B. HIS Plan 
 
Plan Description – The HIS Plan is a cost-sharing multiple-employer defined benefit pension plan 
established under Section 112.363, Florida Statutes, and may be amended by the Florida 
legislature at any time. The benefit is a monthly payment to assist retirees of State-administered 
retirement systems in paying their health insurance costs and is administered by the Florida 
Department of Management Services, Division of Retirement. 
 
Benefits Provided – For the fiscal year ended September 30, 2017, eligible retirees and 
beneficiaries received a monthly HIS payment of $5 for each year of creditable service completed 
at the time of retirement, with a minimum HIS payment of $30 and a maximum HIS payment of 
$150 per month. To be eligible to receive these benefits, a retiree under a State-administered 
retirement system must provide proof of health insurance coverage, which may include Medicare. 
 
Contributions – The HIS Plan is funded by required contributions from FRS participating employers 
as set by the Florida Legislature. Employer contributions are a percentage of gross compensation 
for all active FRS members. For the fiscal year ended September 30, 2017, the HIS contribution for 
the period October 1, 2016 through June 30, 2017 and from July 1, 2017 through September 30, 
2017 was 1.66_% and 1.66_%, respectively. The Board contributed 100% of its statutorily required 
contributions for the current and preceding three years. HIS Plan contributions are deposited in a 
separate trust fund from which payments are authorized. HIS Plan benefits are not guaranteed 
and are subject to annual legislative appropriation. In the event legislative appropriation or 
available funds fail to provide full subsidy benefits to all participants, benefits may be reduced or 
cancelled. 
 
The Board’s contributions to the HIS Plan totaled $4,610 for the fiscal year ended September 30, 
2017. 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions – At September 30, 2017, the Board reported a liability of 
$42,406 for its proportionate share of the HIS Plan’s net pension liability. The net pension liability 
was measured as of June 30, 2017, and the total pension liability used to calculate the net 
pension liability was determined by an actuarial valuation as of July 1, 2017. The Board’s 
proportionate share of the net pension liability was based on the Board’s 2016-17 fiscal year 
contributions relative to the 2014-15 fiscal year contributions of all participating 
members. At June 30, 2017, the Board's proportionate share was .000396599 percent, which 
was an increase of .00023322 percent from its proportionate share measured as of June 30, 
2015. 
 
For the fiscal year ended September 30, 2017, the Board recognized pension expense of $4,374. 
In addition the Board reported deferred outflows of resources and deferred in flows of resources 
related to pensions from the following sources: 
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Deferred Outflows Deferred Inflows 
Description of Resources of Resources

Differences between expected and actual -$                     (88)$                     
  experience

Changes in assumptions 5,961              (3,667)                 

Net difference between projected and actual
  earnings on HIS Plan investments 24                   -                       

Changes in proportion and differences
  between Town HIS Plan contributions and
  proportionate share of contributions 26,080            (12,975)               

Town HIS Plan contributions subsequent
  to the measurement date 461                 -                       

Total 32,526$         (16,730)$             

 
The deferred outflows of resources related to the HIS Plan, totaling $461 resulting from Board 
contributions to the HIS Plan subsequent to the measurement date, will be recognized as a 
reduction of the net pension liability in the fiscal year ended September 30, 2017. Other amounts 
reported as deferred outflows of resources and deferred inflows of resources related to the HIS 
Plan will be recognized in pension expense as follows: 
 

Fiscal Year Ending

September 30
2018 4,780$                 

2019 4,750                   

2020 4,735                   
2021 3,550                   
2022 1,400                   

Thereafter (3,880)                  

15,335$               

 
Actuarial Assumptions – The total pension liability in the July 1, 2017, actuarial valuation was 
determined using the following actuarial assumptions, applied to all periods included in the 
measurement: 
 
 Inflation    2.60% 
 Salary increases   3.25 %, average, including inflation 
 Municipal bond rate   3.58 % 
 
Mortality rates were based on the Generational RP-2000 with Projection Scale BB tables. 
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The actuarial assumptions used in the July 1, 2016, valuation were based on the results of an 
actuarial experience study for the period July 1, 2008 through June 30, 2013. 
 
Discount Rate - The discount rate used to measure the total pension liability was 3.58%. In 
general, the discount rate for calculating the total pension liability is equal to the single rate 
equivalent to discounting at the long-term expected rate of return for benefit payments prior to the 
projected depletion date. Because the HIS benefit is essentially funded on a pay-as-you-go basis, 
the depletion date is considered to be immediate, and the single equivalent discount rate is equal 
to the municipal bond rate selected by the HIS Plan sponsor. The Bond Buyer General Obligation 
20-Bond Municipal Bond Index was adopted as the applicable municipal bond index. 
 
Sensitivity of the Board’s Proportionate Share of the Net Position Liability to Changes in the 
Discount Rate - The following represents the Board’s proportionate share of the net pension 
liability calculated using the discount rate of 3.58%, as well as what the Board’s proportionate 
share of the net pension liability would be if it were calculated using a discount rate that is one 
percentage point lower (2.58%) or one percentage point higher (4.58%) than the current rate: 
 

Current 
1% Decrease Discount Rate 1% Increase

(2.58%) (3.58%) (4.58%)
County's proportionate share of the 
  net pension liability 48,391$         42,406$               37,421$                  

 
Fiduciary Net Position -  Detailed information regarding the HIS Plan’s fiduciary net position is 
available in the separately issued FRS Pension Plan and Other State-Administered Systems 
Comprehensive Annual Financial Report. 
 
Payables to the Pension Plan -  At September 30, 2017, the Board had $ 0 payable for outstanding 
contributions to the HIS Plan required for the fiscal year ended September 30, 2017. 
 
C. Investment Plan 
 
The SBA administers the defined contribution plan officially titled the FRS Investment Plan. The 
investment Plan is reported in the SBA’s annual financial statements and in the State of Florida 
Comprehensive Annual Financial Report. 
 
As provided in Section 121.4501, Florida Statutes, eligible FRS members may elect to participate 
in the Investment Plan in lieu of the FRS defined benefit plan. Board employees participating 
in DROP are not eligible to participate in t he Investment Plan. Employer and employee 
contributions, including amounts contributed to individual member's accounts, are defined by 
law, but the ultimate benefit depends in part on the performance of investment funds. Benefit 
terms, including contribution requirements, for the Investment Plan are established and may 
be amended by the Florida Legislature. The Investment Plan is funded with the same employer 
and employee contribution rates that are based on salary and membership class (Regular Class, 
Elected Board Officers, etc.), as the Pension Plan. Contributions are directed to individual 
member accounts, and the individual members allocate contributions and account balances 
among various approved investment choices. Costs of administering the Investment Plan, 
including the FRS Financial Guidance Program, are funded through an employer contribution of 
0.04 percent of payroll and by forfeited benefits of plan members.  Allocations to the 
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investment member's accounts during the 2015-16 fiscal year, as established by Section 
121.72, Florida Statutes, are based on a percentage of gross compensation, by class, as follows: 
Regular class 3.30%, Special Risk Administrative Support class 4.95%, Special Risk class 11.00%, 
Senior Management Service class 4.67% and Board Elected Officers class 8.34%.  
 
For all membership classes, employees are immediately vested in their own contributions and 
are vested after one year of service for employer contributions and investment earnings. If an 
accumulated benefit obligation for service credit originally earned under the Pension Plan is 
transferred to the Investment Plan, the member must have the years of service required for 
Pension Plan vesting (including the service credit represented by the transferred funds) to be 
vested for these funds and the earnings on the funds. Nonvested employer contributions are placed 
in a suspense account for up to five years. If the employee returns to FRS-covered employment 
within the five-year period, the employee will regain control over their account. If the employee 
does not return within the five-year period, the employee will forfeit the accumulated account 
balance. For the fiscal year ended September 30, 2017, the information for the amount of 
forfeitures was unavailable from the SBA; however, management believes that these amounts, if 
any, would be immaterial to the Board. 
 
After termination and applying to receive benefits, the member may rollover vested funds to 
another qualified plan, structure a periodic payment under the Investment Plan, receive a lump 
sum distribution, leave the funds invested for future distribution, or any combination of these 
options. Disability coverage is provided; the member may either transfer the account balance to 
the P ension Plan when approved for disability retirement to receive guaranteed lifetime 
monthly benefits under the Pension Plan, or remain in the Investment Plan and rely upon that 
account balance for retirement income. 
 
The Board did not have any participants in the Investment Plan for the fiscal year ended 
September 30, 2017. 
 
 
NOTE 6.  LEASE AND MEDICAL SERVICES AGREEMENTS WITH THE FOUNDATION 
 
On March 1, 1990, the Citrus County Hospital Board (the Board) entered into a lease agreement 
with the Citrus Memorial Health Foundation (the Foundation), a Florida not-for-profit corporation for 
the purpose of operating the public hospital as the alter-ego of the Board.  The Foundation leased 
from the Board all the land, buildings, improvements, equipment, furniture, and fixtures of and 
pertaining to Citrus Memorial Health System.  Under the lease, the Foundation agreed to make 
rental payments equal to the principal and interest and any premium on the Hospital Revenue and 
Revenue Refunding Bonds.  The initial term of the lease was amended to expire on June 15, 2033, 
unless sooner terminated in accordance with the provisions of the lease.  
 
When the Citrus County Hospital Board executed the above lease, it simultaneously entered into an 
agreement for hospital care whereby the Board agreed to assist the Foundation pursuant to all 
applicable laws and in its sole and absolute discretion, with funding for operations and the 
acquisition, expansion, and maintenance of proposed and existing hospital and health facilities in 
exchange for medical services provided by the Foundation to residents of Citrus County, Florida.  
Each of these agreements were terminated effective October 31, 2014.  This is discussed further in 
Note 10. 
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NOTE 7.  LONG-TERM LEASE OF HOSPITAL WITH WEST FLORIDA DIVISION, INC. 
 
On September 16, 2013, the Citrus County Hospital Board (CCHB) and the Citrus Memorial Health 
Foundation, (Foundation) selected West Florida Division, Inc. (HCA-WFD), an affiliate of HCA 
Holdings, Inc. and Citrus Memorial Hospital, Inc. (Lessee), to purchase or lease the hospital.  After 
further negotiations the lease of the hospital was consummated on November 1, 2014 (closing 
date).  At the commencement of the new lease, the existing lease between CCHB and the 
Foundation was terminated.    
 
The total consideration paid for the purchase of the personal property, the accounts receivable, all 
inventory, prepaid expenses, assumed contracts, permits and approvals by any governmental 
authorities, and other tangible and intangible assets as well as the prepaid rent for the lease of the 
real property totaled $131,183,242.  Of this amount, $51,870,000 was received as consideration 
for prepaid rent for the term of the leased hospital.  The initial term of the lease is fifty years with 
the option for HCA-WFD to renew for an additional twenty-five years.  The amount received as 
prepaid rent will be amortized over the life of the initial term, with the renewal term rental value to 
be determined no later than twenty-seven months prior to the expiration of the initial term.  The 
prepaid rent totaling $51,870,000 will be amortized over the fifty years beginning on November 1, 
2014 and ending on October 31, 2064.  Lease income in the amount of $1,037,400 was 
recognized for the fiscal year ended September 30, 2017.  These funds and all future lease income 
are restricted as prescribed by the Master Settlement Agreement and are transferable to Citrus 
County Community Charitable Foundation, Inc. as discussed further in Note 10.  A schedule of 
future lease income is as follows: 
 

Fiscal Year Ending Amount to
September 30 be Recognized

2018 1,037,400$    
2019 1,037,400      
2020 1,037,400      
2021 1,037,400      
2022 1,037,400      

2023-2027 5,187,000      
2028-2032 5,187,000      
2033-2037 5,187,000      
2038-2042 5,187,000      
2043-2047 5,187,000      
2048-2052 5,187,000      
2053-2057 5,187,000      
2058-2062 5,187,000      
2063-2065 2,161,250      

48,844,250$  

 
 

NOTE 8. RISK MANAGEMENT 
 
The Citrus County Hospital Board is exposed to various risks of loss related to theft of, damage to 
and destruction of assets, and injury or death on the job of all employees.  These risks are primarily 
covered by commercial insurance purchased from independent third parties.  Settled claims from 
these risks have not exceeded commercial or workers’ compensation insurance converges for the 
past three years.  There has been no reduction in insurance coverage from the previous year. 
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NOTE 9.  CONTINGENCIES 
 
During the year the Citrus County Hospital Board (Hospital Board) was assisting the Foundation 
Resolution Corporation f/k/a Citrus Memorial Health Foundation, Inc. (the FRS) in legal and 
regulatory matters relating to the period in which FRC operated the Citrus Memorial Hospital 
(Hospital).  These issues included the Agency for Health Care Administration’s claim that the 
Hospital had been paid $5.89 million  in excess ineligible Medicaid payments as well as having 
filed erroneous Medicare Cost Reports and other health care related program payments. 
 
The Hospital Board, on behalf of and in partnership with the FRC, is actively contesting and seeking 
settlement of these claims at no cost or lowered amounts through its contracted law firms, who 
believe the claims will be settled with substantially lowered amounts.  Any eventual payments 
made to settle these claims will come from specifically restricted funds from the Hospital lease 
proceeds that are escrowed for this purpose.  These funds fully  exceed the maximum amounts of 
the known claims. 
 
All recovered funds and funds kept from recoupment by the regulatory agencies shall be provided 
to the CCCCF. 
 
 
NOTE 10.  MASTER SETTLEMENT AGREEMENT 
 
On September 16, 2013, the Citrus County Hospital Board (the Hospital Board) and the Citrus 
Memorial Health Foundation (Foundation) selected West Florida Division, Inc. (HCA-WFD), an 
affiliate of HCA Holdings, Inc. and Citrus Memorial Hospital, Inc. (Lessee), to lease the hospital.  
After further negotiations the lease of the hospital was consummated on November 1, 2014 
(closing date).  At the commencement of the new lease, the existing lease between the Hospital 
Board and the Foundation was terminated. 
 
As part of the transaction with HCA-WFD, the Hospital Board and the Foundation entered into a 
Global Allocation and Contribution Agreement (the Agreement).  This Agreement sets forth the 
terms, conditions, and obligations among the Hospital Board and the Foundation with regards to 
the lease of the hospital to HCA-WFD.  Among other things the agreement requires the formation of 
the Citrus County Community Charitable Foundation, Inc., (CCCCF) a Florida not for profit 
corporation;  to manage the final net proceeds from the lease and to ensure that such funds are 
appropriated only for the medially related needs of the citizens of Citrus County. 
 
The Agreement also requires that the Foundation provide to the Hospital Board its executed 
Articles of Dissolution.  Those Articles will be filed by the Hospital Board either upon written notice 
from the Foundation to the Hospital Board that it has winded down its affairs and desires to 
dissolve, or the passage of six months from the date of closing.  In February, 2015, the Foundation 
adopted a plan of liquidation and filed liquidation documents with the State of Florida to begin a 
winding down of its remaining operations. 
 
The total consideration paid for the purchase of the personal property, the accounts receivable, all 
inventory, prepaid expenses, assumed contracts, permits and approvals by any governmental 
authority, and other tangible and intangible assets as well as the prepaid rent for the lease of the 
real property totaled $131,183,242.  Pursuant to the terms of an escrow agreement, $38,700,000 
of the proceeds are to be held by an escrow agent as collateral to secure the Hospital Board and 
the Foundation’s continuing litigations, covenants, agreements and liabilities.   Additionally, 
$25,000,000 of the proceeds will be placed into an escrow account available for loans for funding 
of the Foundation’s defined benefit retirement plan.  Proceeds were also used to retire all debt of 
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the Foundation.  The remaining proceeds were escrowed for purposes of winding down corporate 
affairs of the Foundation. 
 
There are several other provisions that were agreed to by the parties and they include a) all 
employees of the Foundation were guaranteed one year of employment by the lessee; b) the 
Foundation was required to purchase tail liability insurance and liability insurance for all known 
claims; c) the Foundation was required to enter into a Letter of Agreement with the American 
Health Care Association to remit $1,346,039 in funds to be used for the provision of health 
services to Medicaid, uninsured, and underinsured residents as set forth in the Letter of Agreement; 
d) as discussed above, at the closing date the Hospital Board and the Foundation will deposit into 
an escrow account $25,000,000 for the funding of the Foundation’s defined benefit retirement 
plan; e) the Foundation will have settled the Kyphoplasty investigation; f) the Foundation within 10 
days of closing will change its corporate name to a name that is not similar to, or confusing with 
the name “Citrus Memorial Hospital” or “Citrus Memorial Health System”, the name of the 
organization was changed to the Foundation Resolution Corporation; g) for a period of 15 years 
following the closing date the lessee will continue to provide obstetrics and emergency room 
services at its current location assuming the availability of qualified personnel and physicians; and 
h) following closing the lessee will implement the standard Charity Care policies of HCA and its 
Affiliates and not modify those policies for a period of five years. 
 
The agreement sets out in detail how the Foundation must spend its cash on hand and how it must 
request from the escrow agent amounts in excess of their cash on hand to pay expenses to wind 
down its affairs.   
 
As of September 30, 2017, the Foundation was still in the process of dissolving operations.  In 
accordance with the provisions of the Agreement, loans in the amount of $17,400,000 have been 
made from the escrow accounts of the Foundation’s pension plan  to provide sufficient funds to 
close out the plan.   
 
As mentioned above, the CCCCF was formed to manage proceeds from the lease with HCA-WFD 
provided by the CCHB pursuant to Chapter 2014 – 254 Laws of Florida.  These net proceeds, 
including all interest earned, lease income recognized, and remaining prepaid rent will be 
transferred to CCCCF upon the dissolution of the Foundation and final settlement of lease issues in 
accordance with the Agreement. 
 
 
NOTE 11. SUBSEQUENT EVENTS 
 
In preparing these financial statements, the Board has evaluated events and transactions for 
potential recognition or disclosure through June 20, 2018, the date the financial statements were 
available to be issued. 
 
 
NOTE 12.  CAPITAL ASSETS 
 
Capital asset activity for the year ended September 30, 2017, was as follows: 
 

Beginning Ending
Balance Additions Deletions Balance

Governmental Activities:
Capital assets:
  Land 480,000$ -$                 -$                    480,000$ 

480,000$ -$                 -$                    480,000$ 
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NOTE 13. ACCOUNTS RECEIVABLE 
 
Accounts receivable totaling $390,000 at year end consisted of amounts owed by the  Foundation 
Resolution Corporation, Inc.  These funds are anticipated to be  repaid during the ensuing year 
when certain assets are sold.  
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CITRUS COUNTY HOSPITAL BOARD 

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE 
BUDGET AND ACTUAL 

For the Fiscal Year Ended September 30, 2017 
 

Variance with
Original Final  Final Budget

Budgeted Budgeted Actual Positive
Amounts Amounts Amounts (Negative)

REVENUES
Ad valorem taxes 6,000$             6,029$             6,074$             45$                  
Investment income 80,000             39,950             40,462             512                  
Capital lease income -                           -                           1,037,400       1,037,400     
Other income -                           30,000             30,639             639                  

Total revenues 86,000             75,979             1,114,575       1,038,596     86,000             75,979             1,114,575       1,038,596     

EXPENDITURES
General government

Personnel 157,128           150,628           151,078           (450)                 
Tax Collector fees -                           -                           121                    (121)                 
Legal services 500,000           1,035,000       1,155,250       (120,250)        
Audit services 20,300             16,800             17,065             (265)                 
Other professional services 6,500                6,500                5,218                1,282              
Office supplies and equipment 2,000                2,000                59                      1,941              
Telephone and internet services 2,500                2,500                3,078                (578)                 
Printing and copying 1,000                1,000                -                           1,000              
Rent 6,000                6,000                5,540                460                  
Travel 1,000                1,000                56                      944                  
Insurance 30,000             33,300             33,220             80                     
Advertising 500                    500                    -                           500                  
Membership fees 300                    300                    225                    75                     
Bank fees 150                    150                    165                    (15)                   
Miscellaneous 3,000                3,000                3,231                (231)                 

Total expenditures 730,378           1,258,678       1,374,306       (115,628)        

Excess of revenues over (under) expenditures (644,378)         (1,182,699)      (259,731)         922,968         

OTHER FINANCING SOURCES (USES)
Interest income 120,000           120,000           183,983           63,983            
Transfer in, Citrus Memorial Health Foundation -                           -                           1,390,000       1,390,000     
Transfer out, Citrus Memorial Health Foundation -                           (343,803)         (343,803)        
Transfer out, Citrus County Community Charitable

Foundation -                           -                           (4,183,983)      (4,183,983)    
Transaction expenses-indemnity payments -                           -                           (20,381)            (20,381)          

Total other financing sources (uses) 120,000           120,000           (2,974,184)      (3,094,184)    

Net change in fund balance (524,378)         (1,062,699)      (3,233,915)      (2,171,216)    

Fund balances, at beginning of year 9,082,285       9,082,285       8,410,152       (672,133)        
Fund balances, at end of year 8,557,907$    8,019,586$    5,176,237$    (2,843,349)$ 

 
See notes to required supplementary information. 
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CITRUS COUNTY HOSPITAL BOARD 
NOTE TO SCHEDULE  OF REVENUES, EXPENDITURES AND CHANGES  IN FUND BALANCES  

BUDGET AND ACTUAL 
For the Fiscal Year Ended September 30, 2017 

 
 
I. Stewardship, Compliance and Accountability: 
 
 A. Budgetary Information 
 

Annual budgets are adopted on a basis consistent with accounting principles 
generally accepted in the United States of America for its governmental fund. All 
annual appropriations lapse at fiscal year end. 

 
The Citrus County Hospital Board (CCHB) generally follows these procedures in 
establishing the budgetary data reflected in the financial  statements: 
 
1. In accordance with Florida Statutes, prior to July 15, the CCHB develops a 

proposed operating budget for the fiscal year commencing the following 
October  1. The operating budget includes proposed expenditures and the 
means of financing them. 

 
2. Public  hearings are conducted following preliminary examination and 

revision of the proposed operating budget by the CCHB. 
 
3. After public hearings and necessary revisions have been completed, the 

budget is legally enacted through passage of a resolution. 
 
4. Revisions that alter the total expenditures of any fund must be approved by 

the CCHB.  The legal level of budgetary control is at the line item level. 
 
5. Formal budgetary integration is employed as a management control device 

during the year. 
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REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE CITRUS COUNTY HOSPITAL BOARD’S PROPORTIONATE SHARE OF NET PENSION LIABILITY 

FLORIDA RETIREMENT SYSTEM AND HEALTH INSURANCE SUBSIDY PROGRAM 
LAST 10 FISCAL YEARS* 

 
2017 2016 2015

Board's proportion of the FRS net pension liability (asset) 0.000281693% 0.000149882% 0.000204750%

Board's proportionate share of the FRS net pension liability 

(asset) 83,323$             37,845$             26,446$             

Board's proportion of the  HIS net pension liability (asset) 0.000396599% 0.000163377% 0.000226219%

Board's proportionate share of the HIS net pension liability 

(asset) 42,406               19,041               23,071               

Board's proportionate share of the total net pension liability 

(asset) 125,729$           56,886$             49,517$             

Board's covered-employee payroll 124,083$           122,655$           89,063$             

Boards' proportionate share of the net pension liability 

(asset) as a percentage of its covered-employee payroll 101.33% 46.38% 55.60%

Plan fiduciary net position as a percentage of the total 

pension liability 85.53% 79.36% 92.00%

Note 1) The amounts presented for each year were determined as of the June 30 year end of 

the Florida Retirement System

*GASB 68 requires information for 10 years.  However, until a full 10-year trend is compiled, 

only those years for which information is available is presented.
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REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE CITRUS COUNTY HOSPITAL BOARD’S CONTRIBUTIONS 

FLORIDA RETIREMENT SYSTEM AND HEALTH INSURANCE SUBSIDY PROGRAM 
LAST 10 FISCAL YEARS* 

 
2017 2016 2015

Contractually required FRS contribution  $          9,221  $       16,027  $       11,397 
Contractually required HIS contribution 4,610             3,670             2,011             
Total Contractually Required Contributions 13,831          19,697          13,408          

Contributions in relation to the contractually required 
contribution 13,831          (19,697)         (13,408)         
Contribution deficiency (excess) -$                -$                -$                

Board's covered-employee payroll 124,083$     122,655$     89,063$        

Contributions as a percentage of covered-employee payroll 11.15% 16.06% 15.05%

*GASB 68 requires information for 10 years.  However, until a full 10-year trend is compiled, 
only those years for which information is available is presented.  
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NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION 
THE CITRUS COUNTY HOSPITAL BOARD’S PROPORTIONATE SHARE OF THE NET PENSION 

LIABILITY AND REQUIRED CONTRIBUTIONS 
FLORIDA RETIREMENT SYSTEM AND HEALTH INSURANCE SUBSIDY PROGRAM 

For the Fiscal Year End September 30, 2017 
 

 
 
Net Pension Liability 
 
The components of the collective net pension liability of the participating employers for each 
defined benefit plan for the measurement date of September 30, 2017, are shown below (in 
thousands): 
 

FRS HIS
Total Pension Liability 183,632,592,000$     10,870,772,218$  
Plan fiduciary net position 154,053,262,968       178,310,841         
Net Pension Liability 29,579,329,032$       10,692,461,377$  

Plan Fiduciary Net Position as a Percentage
of the Total Pension Liability 83.89% 1.64%

 
 

The total pension liability for each plan was determined by the plans’ actuary and reported in the 
plans’ valuations dated July 1, 2017. The fiduciary net position used by the actuary to determine the 
net pension liability (as shown above) was determined on the same basis used by the plan. The 
fiduciary net position is reported in the financial statements and the net pension liability is 
disclosed in the notes to the financial statements. Update procedures were not used. 
 
The HIS actuarial valuation was prepared as of July 1, 2016, and update procedures were used to 
determine liabilities as of July  1, 2017.  The fiduciary net position used by the actuary to determine 
the net pension liability (as shown above) was determined on the same basis used by the Plan.  The 
fiduciary net position is reported in the financial statements and the net pension liability is 
disclosed in the notes to the financial statements. 
 
Basis for Allocation 
 
The employer’s proportionate share reported in the pension allocation schedules was calculated 
using accrued retirement contributions related to the reporting periods included in the System’s 
fiscal years ending June 30, 2015, 2016 and 2017, respectively, for employers that were members 
of the FRS and HIS during those fiscal years.  For fiscal year 2017, in addition to contributions from 
employers the required accrued contributions for the Division (paid on behalf of the Division’s 
employees who administer the Plans) were allocated to each employer on a proportionate basis.  
The Division administers the Plans, and therefore, cannot allocate a portion of the liability to itself.  
Although GASB 68 encourages the use of the employers’  projected long-term contribution effort to 
the retirement plan, allocating on the basis of historical employer contributions is acceptable.  The 



41 
 

aggregate employer contribution amounts for each fiscal year agree to the employer contribution 
amounts reported in the system’s CAFR for that fiscal year. 
 
The proportion calculated based on contributions for each of the fiscal years presented in the 
pension allocation schedules was applied to the net pension liability and other pension amounts 
applicable for that fiscal year to determine each employer’s proportionate share of the liability, 
deferred outflows of resources, deferred inflow of resources and associated pension expense. 
 
For the purposes of the pension allocation schedules, pension amounts are allocated to reporting 
employers.  The pension amounts of participating employers whose payrolls are reported and 
contributions are remitted by another entity are included in the reporting employer’s amounts and 
will be allocated to the participating employer by the reporting employer. 
 
Actuarial Methods and Assumptions 
 
Actuarial assumptions for both cost-sharing defined benefit plans are reviewed annually by the 
Florida Retirement System Actuarial Assumptions Conference.  The FRS Pension Plan has a 
valuation performed annually.  The HIS Program has a valuation performed biennially that is 
updated for GASB reporting in the year a valuation is not performed.   The most recent experience 
study for the FRS Pension Plan was completed in 2016 for the period July 1, 2008 through June 30, 
2013.  Because the HIS Program is funded on a pay-as-you-go basis, no experience study has been 
completed for that program.  The actuarial assumptions that determined the total pension liability 
for the HIS Program were based on certain results of the most recent experience study for the FRS 
Pension Plan. 
 
The total pension liability for each cost-sharing defined benefit plan was determined using the 
individual entry age actuarial cost method.  Inflation increases for both Plans is assumed at 2.60%.  
Payroll growth, including inflation, for both Plans is assumed at 3.25%.  Both the discount rate and 
the long-term expected rate of return used for FRS Pension Plan investments is 7.10%.  The Plan’s 
fiduciary net position was projected to be available to make all projected future benefit payments 
of current active and inactive employees.  Therefore, the discount rate for calculating the total 
pension liability is equal to the long-term expected rate of return. 
 
Because the HIS Program uses a pay-as-you-go funding structure, a municipal bond rate of 3.58% 
was used to determine the total pension liability for the program (Bond Buyer General Obligation 
20-Bond Municipal Bond Index).  Mortality assumptions for both Plans were based on the 
Generational RP-2000 with Projection Scale BB tables (refer to the valuation reports for more 
information – See Additional Financial and Actuarial Information). 
 
The following changes in actuarial assumptions occurred in 2017: 
 

 FRS:   The inflation rate assumption remained at 2.60%, the real payroll growth assumption 
remained at 0.65%, and the overall payroll growth rate assumption remained at 3.25%.  
The long-term expected rate of return decreased from 7.60% in 2016 to 7.10% 

 HIS: The municipal bonds rate used to determine total pension liability was increased from 
2.85% to 3.58%. 
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON 
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS 

PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 
 
To the Board of Trustees  
Citrus County Hospital Board 
Inverness, Florida 
 
We have audited, in accordance with the auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards issued by the Comptroller General of the United States, the financial 
statements of the governmental activities of Citrus County Hospital Board, as of and for the year 
ended September 30, 2017, and the related notes to the financial statements, which collectively 
comprise Citrus County Hospital Board’s basic financial statements, and have issued our report  
thereon dated  June 20, 2018. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered Citrus County 
Hospital Board’s internal control over financial reporting (internal control) to determine the audit 
procedures that are appropriate in the circumstances for the purpose of expressing our opinions on 
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of 
Citrus County Hospital Board’s internal control. Accordingly, we do not express an opinion on the 
effectiveness of Citrus County Hospital Board’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a 
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable 
possibility that a material misstatement of the entity’s financial statements will not be prevented, 
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet 
important enough to merit attention by those charged with governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of 
this section and was not designed to identify all deficiencies in internal control that might be 
material weaknesses or, significant deficiencies. Given these limitations, during our audit we did 
not identify any deficiencies in internal control that we consider to be material weaknesses. 
However, material weaknesses may exist that have not been identified. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether Citrus County Hospital Board’s financial 
statements are free from material misstatement, we performed tests of its compliance with certain 
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could 
have a direct and material effect on the determination of financial statement amounts. However, 
providing an opinion on compliance with those provisions was not an objective of our audit, and 
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of 
noncompliance or other matters that are required to be reported under Government Auditing 
Standards. 
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Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 
entity’s internal control or on compliance. This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the entity’s internal control and 
compliance. Accordingly, this communication is not suitable for any other purpose. 
 
 

 
 
 
POWELL & JONES 
Certified Public Accountants 
June 20, 2018 
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MANAGEMENT LETTER 
 
 
To Board of Trustees 
Citrus County Hospital Board 
Inverness, Florida 
 
We have audited the financial statements of the Citrus County Hospital Board (the Board) as of and 
for the fiscal year ended September 30, 2017, and have issued our report thereon dated June 20, 
2018. 
 
We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America, and the standards applicable to financial audits contained in Governmental 
Auditing Standards, issued by the Comptroller General of the United States.  We have issued our 
report on internal control over financial reporting and compliance and other matters dated June 20, 
2018.  Disclosures in the report, if any, should be considered in conjunction with this management 
letter. 
 
Additionally, our audit was conducted in accordance with the provisions of Chapter 10.550, Rules 
of the Auditor General, which govern the conduct of local governmental entity audits performed in 
the State of Florida and, unless otherwise required to be reported in the report on compliance and 
internal controls, this letter is required to include the following information: 
 
 The Rules of the Auditor General [Section 10.554(1)(i)1.] requires that we determine 

whether or not corrective actions have been taken to address significant findings and 
recommendations made in the preceding annual financial audit report.  There were no such 
items disclosed in the preceding audit report. 

 
 The Rules of the Auditor General [Section 10.544.(1)(i)3.] requires that we address in the 

management letter any findings and recommendations to improve the Citrus County 
Hospital Board’s financial management, accounting procedures, and internal controls.  In 
connection with our audit we did not have any such findings or recommendations. 
 

 The Rules of the Auditor General [Section 10.544(1)(i)4.] requires that we address 
violations of laws, regulations, contracts and grant agreements or abuse that have 
occurred, or are likely to have occurred, that have an effect on the determination of 
financial statements that is less than material but more than inconsequential.  In 
connection with our audit, we did not have any such findings. 

 
 The Rules of the Auditor General [Section 10.544(1)(i)5.] provides that the auditor may, 

based on professional judgment, report the following matters that are inconsequential to 
the determination of financial statement amounts, considering both qualitative and 
quantitative factors: (1) violations of laws, rules, regulations, and contract provisions or 
abuse that have occurred or are likely to have occurred, and (2) control deficiencies that are 
not significant deficiencies.  In connection with our audit, we did not have any such finding. 

 
 The Rules of the Auditor General [Section 10.554(1)(i)6.] requires that the name or official 

title and legal authority for the government and each component unit of the reporting entity 
be disclosed in the management letter, unless disclosed in the notes to the financial 
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statements (see Note 1 to the financial statements).  There were no component units to the 
Citrus County Hospital Board. 

 
 The Rules of the Auditor General [Section 10.554(1)(i)7.(a)] requires a statement to be 

included as to whether or not the local government entity has met one or more of the 
conditions described in Section 218.503(1), Florida Statutes, and identification of the 
specific condition(s) met.  In connection with our audit, we determined that the Citrus 
County Hospital Board did not meet any of the conditions described in Section 218.503(1), 
Florida Statutes that might result in a financial emergency. 

 
 The Rules of the Auditor General [Section 10.554(1)(i)7.(b)] requires that we determine 

whether the annual financial report for the Citrus County Hospital Board for the fiscal year 
ended September 30, 2017 filed with the Department of Financial Services pursuant to 
Section 218.32(1)(a), Florida Statutes, is in agreement with the annual financial audit 
report for the fiscal year ended September 30, 2017.  In connection with our audit, we 
determined that these reports were in agreement. 

 
 The Rules of the Auditor General [Section 10.554(1)(i)7.(c) and 10.556(7.)] require that we 

apply financial assessment procedures.  In connection with our audit, we applied financial 
condition assessment procedures.  It is management’s responsibility to monitor the entity’s 
financial condition, and our financial assessment was based in part on representations 
made by management and the review of the financial information provided by same. 

 
Pursuant to Chapter 119, Florida Statutes, this management letter is a public record and its 
distribution is not limited.  Auditing standards general accepted in the United States of America 
require us to indicate that this letter is intended solely for the information and use of the Citrus 
County Hospital Board, management and the Florida Auditor General, and is not intended to be and 
should not be used by anyone other than these specified parties. 
 
 

 
 
 
POWELL & JONES 
Certified Public Accountants 
June 20, 2018 
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INDEPENDENT ACCOUNTANT’S REPORT 
 
 
 

To Board of Trustees 
Citrus County Hospital Board 
Inverness, Florida 
 
We have examined Citrus County Hospital Board’s  compliance with Section 218.415, Florida 
Statutes, regarding the investment of public funds during the year ended September 30, 2017.  
Management is responsible for the Board’s compliance with those requirements.  Our responsibility 
is to express an opinion on the Board’s compliance based on our examination. 
 
Our examination was conducted in accordance with attestation standards established by the 
American Institute of Certified Public Accountants and, accordingly, included examining, on a test 
basis, evidence about the Board’s compliance with those requirements and performing such other 
procedures as we considered necessary in the circumstances.  We believe that our examination 
provides a reasonable basis for our opinion.  Our examination does not provide a legal 
determination on the Board’s compliance with specified requirements. 
 
In our opinion, the Board complied, in all material respects, with the aforementioned requirements 
for the year ended September 30, 2017. 
 
This report is intended solely for the information and use of the Citrus County Hospital Board and 
the Auditor General, State of Florida, and is not intended to be and should not be used by anyone 
other than these specified parties. 
 

 
 
POWELL & JONES 
Certified Public Accountants 
June 20, 2018 
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Communication with Those Charged with Governance 
 
To Board of Trustees 
Citrus County Hospital Board 
Inverness, Florida 
 
We have audited the financial statements of Citrus County Hospital Board for the year ended 
September 30, 2017.  Professional standards require that we provide you with information about 
our responsibilities under generally accepted auditing standards and  Government Auditing 
Standards, as well as certain information related to the planned scope and timing of our audit.  
Professional standards also require that we communicate to you the following information related 
to our audit. 
 
Significant Audit Findings 
 
Qualitative Aspects of Accounting Practices 
 
Management is responsible for the selection and use of appropriate accounting policies.  The 
significant accounting policies used by Citrus County Hospital Board are described Note 1 to the 
financial statements.  As described in Note 1 and Note 5 to the financial statements, the Board 
changed accounting policies related to the recognition of their proportionate share of the net 
pension liability of the Florida Retirement System by adopting Statement of Governmental 
Accounting Standards (GASB statement) No. 68, Accounting and  Financial Reporting for Pension 
Plans, in 2017.  Accordingly, the cumulative effect of the accounting change as of the beginning of 
the year is reported in the Statement of Net Position. We noted no transactions entered into by the 
governmental unit during the year for which there is a lack of authoritative guidance or consensus.  
All significant transactions have been recognized in the financial statements in the proper period. 
 
Accounting estimates are an integral part of the financial statements prepared by management 
and are based on management’s knowledge and experience about past and current events and 
assumptions about future events.  Certain accounting estimates are particularly sensitive because 
of their significance to the financial statements and because of the possibility that future events 
affecting them may differ significantly from those expected.  There are no sensitive estimates 
affecting Citrus County Hospital Board’s financial statements. 
 
Certain financial statement disclosures are particularly sensitive because of their significance to 
financial statement users.  There are no sensitive disclosures affecting the financial statements. 
 
Difficulties Encountered in Performing the Audit 
 
We encountered no significant difficulties in dealing with management in performing and 
completing our audit. 
 
Corrected and Uncorrected Misstatements 
 
Professional standards require us to accumulate all known and likely misstatements identified 
during the audit, other than those that are trivial, and communicate them to the appropriate level 
of management.  There were no such misstatements identified during our audit.  
 
Disagreements with Management 
 
For purposes of this letter, professional standards define a disagreement with management as a 
financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that 
could be significant to the financial statements or the auditor’s report.  We are pleased to report 
that no such disagreements arose during the course of our audit. 
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Management Representations 
 
We have requested certain representations from management that are included in the 
management representation letter dated June 20, 2018. 
Management Consultations with Other Independent Accountants 
 
In some cases, management may decide to consult with other accountants about auditing and 
accounting matters, similar to obtaining a “second opinion” on certain situations.  If a consultation 
involves application of an accounting principle to the governmental unit’s financial statements or a 
determination of the type of auditor’s opinion that may be expressed on those statements, our 
professional standards require the consulting accountant to check with us to determine that the 
consultant has all the relevant facts.  To our knowledge, there were no such consultations with 
other accountants. 
 
Other Audit Findings or Issues 
 
We generally discuss a variety of matters, including the application of accounting principles and 
auditing standards, with management each year prior to retention as the governmental unit’s 
auditors.  However, these discussions occurred in the normal course of our professional 
relationship and our responses were not a condition to our retention. 
 
Other Information in Documents Containing Audited Financial Statements 
 
With respect to the supplementary information accompanying the financial statements, we made 
certain inquiries of management and evaluated the form, content, and methods of preparing the 
information to determine that the information complies with accounting principles generally 
accepted in the United States of America, the method of preparing it has not changed from the 
prior period, and the information is appropriate and complete in relation to our audit of the 
financial statements.  We compared and reconciled the supplementary information to the 
underlying accounting records used to prepare the financial statements or to the financial 
statements themselves. 
 
This information is intended solely for the use of the Citrus County Hospital Board and 
management of Citrus County Hospital Board, and is not intended to be and should not be used by 
anyone other than these specified parties. 
 
Very truly yours, 
 

 
 
 
POWELL & JONES 
Certified Public Accountants 
June 20, 2018 

  


