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S Draffin Tucker

INDEPENDENT AUDITOR’S REPORT

Board of Directors

Elberton-Elbert County Hospital Authority
D/B/A Elbert Memorial Hospital

Elberton, Georgia

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the business-type activities, Elbert
Memorial Hospital (Hospital), and the discretely presented component unit, Elbert Memorial Hospital
Foundation, Inc. (Foundation), of Elberton-Elbert County Hospital Authority, D/B/A Elbert Memorial
Hospital (Authority), as of and for the years ended June 30, 2025 and 2024, and the related notes to
the financial statements, which collectively comprise the Authority’s basic financial statements as
listed in the table of contents.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
respective financial position of the business-type activities and the discretely presented component
unit of Elberton-Elbert County Hospital Authority, D/B/A Elbert Memorial Hospital as of June 30, 2025
and 2024, and the respective changes in financial position, and cash flows for the years then ended in
accordance with accounting principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Our responsibilities under those
standards are further described in the Auditor's Responsibilities for the Audit of the Financial
Statements section of our report. We are required to be independent of the Authority and to meet our
other ethical responsibilities in accordance with the relevant ethical requirements relating to our
audits. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

Continued
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Emphasis of Matter

As discussed in Note 17 to the financial statements, the Hospital has suffered recurring losses from
operations, has current liabilities that exceed its current assets and has cash flow management
difficulties. Management’s evaluation of the events and conditions and management’s plans to
mitigate those matters are also described in Note 17. Our opinions are not modified with respect to
that matter.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the Authority’s
ability to continue as a going concern for twelve months beyond the financial statement date, including
any currently known information that may raise substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing
standards and Government Auditing Standards will always detect a material misstatement when it exists.
The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control. Misstatements are considered material if there is a substantial likelihood that, individually
or in the aggregate, they would influence the judgment of a reasonable user based on these financial
statements.

In performing an audit in accordance with generally accepted auditing standards and Government
Auditing Standards, we:

o Exercise professional judgment and maintain professional skepticism throughout the audit.

¢ Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

¢ Obtain an understanding of internal control relevant to the audit 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 Authority’s internal control. Accordingly, no such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant

accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

Continued
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e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about the Authority's ability to continue as a going concern for a reasonable
period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that Management’s
Discussion and Analysis on pages 4 through 9 be presented to supplement the basic financial
statements. Such information is the responsibility of management and, 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

March 24, 2026, on our consideration of the Authority’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contract, and grant agreements
and other matters. The purpose of that report is solely 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 the effectiveness of the Authority’s 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 the Authority’s internal control over financial reporting and
compliance.

m%mm,w

Albany, Georgia
March 24, 2026



Elbert Memorial

“N._ HOSPITAL

ELBERTON-ELBERT COUNTY HOSPITAL AUTHORITY
D/B/A ELBERT MEMORIAL HOSPITAL

MANAGEMENT'’S DISCUSSION AND ANALYSIS
for the year ending June 30, 2025

Our discussion and analysis of the business-type activities of Elbert Memorial Hospital’s (Hospital)
financial performance provides an overview of the Hospital’s financial activities during the fiscal years
ended June 30, 2025 and 2024. Please read it in conjunction with the Authority’s financial statements
and accompanying notes.

Financial Highlights

e The Hospital’s net position decreased by $1,574,000 or 32% in fiscal year 2025 and decreased by
$62,000 or 1% in fiscal year 2024.

e The Hospital reported a net operating loss of $4,425,000 in fiscal year 2025 and a net operating
loss of $1,407,000 in fiscal year 2024.

Using the Annual Report

The Authority’s financial statements consist of three statements - a Balance Sheet; a Statement of
Revenues, Expenses, and Changes in Net Position; and a Statement of Cash Flows. These financial
statements and related notes provide information about the activities of the Authority, including
resources held by the Authority but restricted for specific purposes by contributors, grantors, or
enabling legislation. It should be noted that the Authority is comprised of the Hospital and its discrete
component unit, Elbert Memorial Hospital Foundation, Inc. (Foundation).

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

Our analysis of the Authority’s finances begins on page 10. One of the most important questions
asked about the Hospital’s finances is, “Is the Hospital as a whole better or worse off as a result of the
year’s activities?” The Balance Sheet and the Statement of Revenues, Expenses, and Changes in
Net Position report information about the Hospital’s resources and its activities in a way that helps
answer this question. These statements include all restricted and unrestricted assets and all liabilities
using the accrual basis of accounting. All of the current year’s revenues and expenses are taken into
account regardless of when cash is received or paid.

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

Continued

4

4 Medical Drive, Elberton, GA 30635 e (706) 283-3151 ¢ www.emhcare.net



ELBERTON-ELBERT COUNTY HOSPITAL AUTHORITY

MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued

The Statement of Cash Flows

D/B/A ELBERT MEMORIAL HOSPITAL

for the year ending June 30, 2025

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

The Hospital's Net Position

The Hospital's net position is the difference between its assets and liabilities plus deferred inflows of
resources reported on the balance sheet. The following table summarizes the balance sheets as of
June 30, 2025, 2024, and 2023:

Table 1: Balance Sheet

Assets:
Current assets
Capital assets

Total assets
Liabilities:
Current liabilities

Noncurrent liabilities

Total liabilities

Deferred inflows of resources

Total liabilities and deferred inflows

of resources

Net position:

Net investment in capital assets

Unrestricted

Total net position

Total liabilities, deferred inflows

of resources, and net position $

2025 2024 2023
$ 2,832,000 $ 3,430,000 3,194,000
4,076,000 4 547,000 5,201,000
$ 6,908,000 $ 7,977,000 8,395,000
$ 3,311,000 $ 2,897,000 3,115,000
255,000 169,000 301,000
3,566,000 3,066,000 3,416,000
11,000 6,000 12,000
3,577,000 3,072,000 3,428,000
3,465,000 3,948,000 4,279,000
(134,000) 957,000 688,000
3,331,000 4,905,000 4,967,000
6,908,000 $ 7,977,000 8,395,000
Continued
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ELBERTON-ELBERT COUNTY HOSPITAL AUTHORITY
D/B/A ELBERT MEMORIAL HOSPITAL

MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
for the year ending June 30, 2025

The Hospital's Net Position, Continued

The Hospital's net position decreased in 2025. Capital assets decreased $471,000 during the year.
This was due to a net investment in capital assets (including leases and SBITAs) of $935,000 and
depreciation and amortization of $1,406,000.

The following table summarizes the revenues and expenses for the years ended June 30, 2025, 2024,
and 2023:

Table 2: Statements of Revenues, Expenses and Changes in Net Position

2025 2024 2023
Operating revenues $ 16,286,000 $ 19,313,000 $ 17,395,000
Operating expenses:
Other operating expenses 19,305,000 19,125,000 18,980,000
Depreciation and amortization 1,406,000 1,595,000 1,637,000
Total operating expenses 20,711,000 20,720,000 20,617,000
Operating loss (4,425,000) (1,407,000) (3,222,000)
Total nonoperating revenues 2,791,000 1,096,000 2,448,000
Excess expenses (1,634,000) (311,000) (774,000)
Capital grants and contributions 60,000 249,000 113,000
Decrease in net position (1,574,000) (62,000) (661,000)
Net position, beginning of year 4,905,000 4,967,000 5,628,000
Net position, end of year $ 3,331,000 $ 4,905,000 $ 4,967,000

Operating revenue decreased $3,027,000 in 2025. Approximately $460,000 of this decrease is due to
less ICTF and UPL funding received during the year. Operating expenses decreased $9,000 in 2025.

The decrease is primarily the result of decreases in salaries and employee benefits due to changes in
FTEs.

Continued
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ELBERTON-ELBERT COUNTY HOSPITAL AUTHORITY
D/B/A ELBERT MEMORIAL HOSPITAL

MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
for the year ending June 30, 2025

The Hospital's Net Position, Continued

The Hospital's revenue primarily comes from patient service operations. Other non-patient service
revenues come from meals sold in the cafeteria, donations, etc. The Hospital continues to pursue
additional sources of revenue from new service lines as well as seek community support to assist with
the burden and costs of providing indigent/charity care and other uncompensated care such as private
pay bad debt service. Currently, the County has chosen not to support the Hospital with tax dollars,
but certainly this may change in the future. The Hospital continues to pursue additional expense
reductions through contract renegotiations, proper staffing levels, and other expense reduction efforts.

Capital Assets

The Hospital's capital asset purchases for 2025 are summarized in the table below:

Capital Asset Amount

Hartwell Clinic Remodel $ 61,000
Recliners for Patient Rooms 60,000
New Building Construction 56,000
AIM 4K Camera Head - Surgery 19,000
Ambulance Building Remodel 10,000
Other capital asset additions 97,000

Total capital asset additions $ 303,000

Long-Term Debt

A recap of the Hospital's debt outstanding at June 30, 2025, 2024, and 2023 follows:

Description Interest Rates 2025 2024 2023
Notes payable Various $ 53,000 $ 81,000 $ 128,000
Other financing obligations Various 9,000 65,000 119,000
Short-term notes Various 524,000 165,000 201,000
Total Hospital debt $ 586,000 $ 311,000 $ 448,000

See Notes 8 and 9 to the financial statements for additional information about the capital assets and
debt of the Authority. See Note 10 for additional information about lease and subscription-based
information technology arrangements (SBITAS) of the Authority.

Continued
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ELBERTON-ELBERT COUNTY HOSPITAL AUTHORITY
D/B/A ELBERT MEMORIAL HOSPITAL

MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
for the year ending June 30, 2025

Economic Outlook

During fiscal year 2025, Elbert Memorial Hospital continued to operate in a challenging rural health
care environment characterized by workforce shortages, inflationary pressure on labor and supplies,
and ongoing shifts in payer mix. Despite these macroeconomic headwinds, the hospital made
strategic progress in expanding its footprint and strengthening its service network across Elbert
County and surrounding rural markets.

Local and Regional Health Care Environment

As a 25-bed Critical Access Hospital serving a rural population, Elbert Memorial Hospital remains a
primary access point for essential inpatient, emergency, and outpatient services. In FY2025, the
Hospital advanced its strategy to expand affiliated family practice clinics in neighboring counties. This
expansion is expected to enhance continuity of care, grow primary care volumes, and ultimately
increase referrals to Elbert Memorial Hospital for diagnostic, emergency, and specialty services. The
Hospital anticipates incremental volumes in outpatient services, surgical cases, care management,
and the certified swing bed program over the next 12 to 24 months as these newly aligned practices
mature.

Federal Policy and the One Big Beautiful Bill Act (H.R.1)

A major driver of the future economic landscape for rural hospitals in Georgia is the passage of the
One Big Beautiful Bill Act (H.R.1) on July 4, 2025, which created the Rural Health Transformation
Program, a $50-billion federal initiative providing $10 billion per year to states between FY2026—
FY2030. The program distributes half of the federal funds evenly among participating states and
allocates the remaining half based on rural population, number of rural health facilities, and the
financial condition of hospitals. Georgia applied for and was approved to receive substantial support
under this new federal program. In its first-year award, Georgia received approximately $218.8
million, targeted to strengthening rural providers, expanding technology-enabled care, and addressing
chronic disease burdens. Over the next five years, Georgia is expected to receive its share of up to
$10 billion annually nationally, with funding distributed to rural health transformation projects across
the state. These funds - commonly referenced statewide as “Big Beautiful Bill rural hospital funds™—
are expected to flow through the Georgia Department of Community Health and be allocated to rural
hospitals, community providers, care coordination initiatives, technology upgrades, and health system
transformation programs. Georgia’s application specifically prioritized 126 rural counties, including
Elbert County.

For hospitals like Elbert Memorial, these federal funds may support investment in infrastructure,
telehealth expansion, data and technology innovation, and partnerships aimed at improving long-term
financial stability. Program criteria explicitly emphasize strengthening rural providers, fostering
strategic partnerships, and supporting recruitment and retention of clinicians—all areas directly
relevant to the Hospital's current operational priorities.

Continued
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ELBERTON-ELBERT COUNTY HOSPITAL AUTHORITY
D/B/A ELBERT MEMORIAL HOSPITAL

MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
for the year ending June 30, 2025

Economic Risks and Policy Uncertainty

While the Rural Health Transformation Program represents a significant opportunity, H.R.1 also
includes policy provisions that introduce financial risks for Georgia hospitals. Analyses forecast
reductions of $5.4 billion in Georgia Medicaid funding over the next decade, increased uninsured
rates, and cuts to state-directed Medicaid payment programs. Additional federal changes - including
limitations on directed payment programs and caps on reimbursement rates in non-expansion states -
may create sustained budgetary pressure on rural facilities. These potential revenue reductions,
combined with broader national workforce shortages and rising costs of care delivery, underscore the
importance of efficiency, strategic growth, and financial resilience.

Forward-Looking Outlook

Over the next three years, Elbert Memarial Hospital expects:

e Increased patient volumes driven by expanded family practice alignment in Elbert and adjoining
counties.

e Opportunities for capital investment and care redesign supported by Georgia’s multi-year
distribution of federal Rural Health Transformation Program funds.

e Continued challenges related to reimbursement pressure, payer mix shifts, and rising operating
costs within rural markets statewide.

Although the external operating environment remains difficult, the combination of strategic clinic
expansion, anticipated federal resources, and continued community support positions Elbert Memorial
Hospital to sustain and strengthen its role as the region’s essential health care provider.

Contacting Elbert Memorial Hospital Financial Management

This financial report is designed to provide a general overview of the Hospital’s financial condition and
results of its operations. If you have questions about this report or need additional financial
information, contact the Administrative Office at Elbert Memorial Hospital, 4 Medical Drive, Elberton,
GA 30635.



ELBERTON-ELBERT COUNTY HOSPITAL AUTHORITY
D/B/A ELBERT MEMORIAL HOSPITAL

BALANCE SHEETS
as of June 30, 2025 and 2024

2025 2024
Hospital Foundation Hospital Foundation
ASSETS
Current assets:
Cash and cash equivalents $ 309,000 $ 16,000 $ 743,000 $ 12,000
Patient accounts receivable, net of
allowance for doubtful accounts
and contractual adjustments
of $2,617,000 and $2,677,000
in 2025 and 2024, respectively 1,752,000 - 1,914,000 -
Drugs and supplies 366,000 - 358,000 -
Lease receivable, current portion 11,000 - 2,000 -
Other current assets 394,000 - 413,000 -
Total current assets 2,832,000 16,000 3,430,000 12,000
Noncurrent cash and investments:
Board-designated for operations
and capital acquisitions - 1,187,000 - 942,000
Restricted by donor - 654,000 - 586,000
Nonexpendable endowments - 1,554,000 - 1,512,000
Total noncurrent cash
and investments - 3,395,000 - 3,040,000
Capital assets:
Nondepreciable 173,000 - 117,000 -
Depreciable, net of accumulated
depreciation 3,309,000 1,000 3,936,000 1,000
Intangible right-to-use lease assets
and subscription IT assets, net of
accumulated amortization 594,000 - 494,000 -
Total capital assets, net 4,076,000 1,000 4,547,000 1,000
Total assets $ 6,908,000 $ 3,412,000 $ 7,977,000 $ 3,053,000
Continued
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ELBERTON-ELBERT COUNTY HOSPITAL AUTHORITY

D/B/A ELBERT MEMORIAL HOSPITAL

BALANCE SHEETS, Continued
as of June 30, 2025 and 2024

LIABILITIES, DEFERRED INFLOWS OF RESOURCES, AND NET POSITION

Current liabilities:
Current maturities of long-term debt
Current maturities of lease and
subscription IT liabilities
Short-term notes
Current portion of annuities due
Accounts payable
Accrued expenses
Estimated third-party payor settlements

Total current liabilities

Long-term debt, net of current maturities

Lease and subscription IT liabilities, net of
current maturities

Long-term portion of annuities due

Total liabilities

Deferred inflows of resources

Total liabilities and deferred
inflows of resources

Net position:
Net investment in capital assets
Restricted:
Nonexpendable endowments
Expendable for specific operating
activities
Unrestricted

Total net position

Total liabilities, deferred inflows
of resources, and net position

2025

2024

Hospital

Foundation

Hospital

Foundation

$ 25,000 $ - $ 84,000 $ -
331,000 - 350,000 -
524,000 - 165,000 -

- 1,000 - 1,000

953,000 - 1,221,000 -
763,000 - 780,000 -
715,000 - 297,000 -
3,311,000 1,000 2,897,000 1,000
37,000 - 62,000 -
218,000 - 107,000 -

- 5,000 - 4,000

3,566,000 6,000 3,066,000 5,000
11,000 - 6,000 -
3,577,000 6,000 3,072,000 5,000
3,465,000 - 3,948,000 -

- 1,554,000 - 1,512,000

- 642,000 - 575,000

(134,000) 1,210,000 957,000 961,000
3,331,000 3,406,000 4,905,000 3,048,000
$ 6,908,000 $ 3,412,000 $ 7,977,000 $ 3,053,000

See auditor’s report and accompanying notes to financial statements.
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ELBERTON-ELBERT COUNTY HOSPITAL AUTHORITY
D/B/A ELBERT MEMORIAL HOSPITAL

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
for the years ended June 30, 2025 and 2024

Operating revenues:

Net patient service revenue, net
of provision for bad debts of
approximately $1,982,000 in
2025 and $1,582,000 in 2024

Contributions of cash and other
financial assets

Contributions of nonfinancial
assets

Other operating revenue

Total operating revenues

Operating expenses:

Salaries

Employee benefits

Contract physician fees
and recruitment

Medical supplies and drugs

Insurance

Purchased services

Other supplies

Other administrative expenses

Contributions to Elbert Memorial
Hospital

Grant expenses

Depreciation and amortization

Total operating expenses

Operating income (loss)

2025 2024
Hospital Foundation Hospital Foundation
$ 16,008,000 - $18,996,000 $ -
- 157,000 - 197,000
- 82,000 - 106,000
278,000 - 317,000 -
16,286,000 239,000 19,313,000 303,000
8,997,000 - 9,426,000 -
1,712,000 - 1,912,000 -
2,527,000 - 2,459,000 -
1,701,000 - 1,773,000 -
332,000 - 296,000 -
2,320,000 - 1,891,000 -
192,000 - 171,000 -
1,524,000 166,000 1,197,000 196,000
- 63,000 - 53,000
- - - 7,000
1,406,000 - 1,595,000 -
20,711,000 229,000 20,720,000 256,000
(4,425,000) 10,000 (1,407,000) 47,000
Continued
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ELBERTON-ELBERT COUNTY HOSPITAL AUTHORITY
D/B/A ELBERT MEMORIAL HOSPITAL

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION, Continued
for the years ended June 30, 2025 and 2024

2025 2024
Hospital Foundation Hospital Foundation
Nonoperating revenues (expenses):
Investment income $ 3,000 $ 348,000 % 6,000 $ 283,000
Contribution expense (82,000) - (106,000) -
Interest expense (51,000) - (72,000) -
Property tax revenue 3,000 - 3,000 -
Rental income 28,000 - 22,000 -
Government stimulus and other
grant funding 925,000 - 202,000 -
Gifts and contributions 1,965,000 - 1,041,000 -
Total nonoperating
revenues 2,791,000 348,000 1,096,000 283,000
Excess of revenues (expenses) (1,634,000) 358,000 (311,000) 330,000
Capital grants and contributions 60,000 - 249,000 -
Change in net position (1,574,000) 358,000 (62,000) 330,000
Net position, beginning of year 4,905,000 3,048,000 4,967,000 2,718,000
Net position, end of year $ 3,331,000 $ 3,406,000 $ 4,905,000 $ 3,048,000

See auditor’s report and accompanying notes to financial statements.
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ELBERTON-ELBERT COUNTY HOSPITAL AUTHORITY
D/B/A ELBERT MEMORIAL HOSPITAL

STATEMENTS OF CASH FLOWS
for the years ended June 30, 2025 and 2024

ELBERT MEMORIAL HOSPITAL

Cash flows from operating activities:
Receipts from and on behalf of patients
Payments to employees
Payments to suppliers and contractors
Other receipts and payments, net

Net cash used by operating activities

Cash flows from noncapital financing activities:
Gifts and contributions
Contribution expense
Property tax revenue
Rental revenue
Government stimulus and other grant funding
Proceeds from short-term notes
Principal paid on short-term notes

Net cash provided by noncapital financing activities

Cash flows from capital and related financing activities:
Purchase of capital assets
Proceeds from long-term debt
Principal paid on long-term debt
Principal paid on lease and subscription IT liabilities
Interest paid on long-term debt, lease and subscription

IT liabilities

Capital contributions

Net cash used by capital and related financing activities

Cash flows from investing activities:
Investment income

Net decrease in cash and cash equivalents

Continued
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2025 2024
$ 16,588,000 $ 18,372,000
(10,726,000) (11,277,000)
(8,853,000) (7,467,000)
278,000 317,000
(2,713,000) (55,000)
1,965,000 1,041,000
(82,000) (106,000)
3,000 3,000
28,000 22,000
925,000 202,000
2,145,000 1,398,000
(1,786,000) (1,434,000)
3,198,000 1,126,000
(303,000) (568,000)
- 82,000
(84,000) (183,000)
(544,000) (611,000)
(51,000) (72,000)
60,000 249,000
(922,000) (1,103,000
3,000 6,000
(434,000) (26,000)




ELBERTON-ELBERT COUNTY HOSPITAL AUTHORITY
D/B/A ELBERT MEMORIAL HOSPITAL

STATEMENTS OF CASH FLOWS, Continued
for the years ended June 30, 2025 and 2024

2025 2024

ELBERT MEMORIAL HOSPITAL, Continued

Cash and cash equivalents, beginning of year $ 743,000 $ 769,000

Cash and cash equivalents, end of year $ 309,000 $ 743,000

Reconciliation of cash and cash equivalents to the
balance sheets:
Cash and cash equivalents $ 309,000 $ 743,000

Total cash and cash equivalents $ 309,000 $ 743,000

Reconciliation of operating loss to net cash used by
operating activities:
Operating loss $ (4,425,0000 $ (1,407,000)
Adjustments to reconcile operating loss to net cash
used by operating activities:

Provision for bad debts 1,982,000 1,582,000
Depreciation and amortization 1,406,000 1,595,000
Change in current assets and liabilities:

Patient accounts receivable (1,820,000) (1,882,000)
Drugs and supplies (8,000) 11,000
Other current assets 19,000 17,000
Estimated third-party payor settlements 418,000 (324,000)
Accounts payable (268,000) 292,000
Accrued expenses (17,000) 61,000

Net cash used by operating activities $ (2,713,0000 $ (55,000)

Supplementary disclosure of cash flow information:
Noncash investing, capital, and financing activities:
Assets acquired through leases and SBITAs $ 666,000 $ 382,000

Continued
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ELBERTON-ELBERT COUNTY HOSPITAL AUTHORITY
D/B/A ELBERT MEMORIAL HOSPITAL

STATEMENTS OF CASH FLOWS, Continued
for the years ended June 30, 2025 and 2024

2025 2024
ELBERT MEMORIAL HOSPITAL FOUNDATION
Cash flows from operating activities:
Change in net position $ 358,000 $ 330,000
Adjustments to reconcile change in net position to net
cash provided by operating activities:
Nonexpendable endowment contributions (35,000) (54,000)
Unrealized and realized gains on investments (249,000) (186,000)
Changes in:
Annuities due 1,000 -
Net cash provided by operating activities 75,000 90,000
Cash flows from investing activities:
Proceeds from sale of investments 1,242,000 1,016,000
Purchases of investments (1,351,000) (1,167,000)
Net cash used by investing activities (109,000) (151,000)
Cash flows from financing activities:
Proceeds from nonexpendable endowments 35,000 54,000
Net cash provided by financing activities 35,000 54,000
Net increase (decrease) in cash and cash equivalents 1,000 (7,000)
Cash and cash equivalents, beginning of year 75,000 82,000
Cash and cash equivalents, end of year $ 76,000 3 75,000
Reconciliation of cash and cash equivalents to
the balance sheets:
Cash and cash equivalents in current assets $ 16,000 $ 12,000
Noncurrent cash and investments 60,000 63,000
Total $ 76,000 $ 75,000

See auditor’s report and accompanying notes to financial statements.
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ELBERTON-ELBERT COUNTY HOSPITAL AUTHORITY
D/B/A ELBERT MEMORIAL HOSPITAL

NOTES TO FINANCIAL STATEMENTS
June 30, 2025 and 2024

Description of Reporting Entity and Summary of Significant Accounting Policies

Reporting Entity

The Elberton-Elbert County Hospital Authority, D/B/A Elbert Memorial Hospital (Authority) is a
public corporation. It was created by a joint resolution of the City of Elberton and Elbert
County, Georgia, to operate, control, and manage the operations of Elbert Memorial

Hospital (Hospital), which operates a 25-bed acute care hospital. The Authority Board is
self-sustaining and can directly issue tax-exempt debt.

The Elbert Memorial Hospital Foundation, Inc. (Foundation) was incorporated on June 26,
1995. The Foundation began operations during the year ended June 30, 1997, and its
purpose is to solicit contributions for the benefit of Elbert Memorial Hospital. Because of the
existence of common directors and other factors, the Hospital is deemed to have control of the
Foundation. Accordingly, the Foundation is reported as a discretely presented component unit
of Elbert Memorial Hospital, the primary government.

The Foundation is a not-for-profit organization that reports under Financial Accounting
Standards Board (FASB) standards, including Topic 958. As such, certain revenue
recognition criteria and presentation features are different from Governmental Accounting
Standards Board (GASB). The Foundation’s financial statement formats were modified to
make them compatible with the Authority’s financial statement formats.

The Hospital and the Foundation are collectively referred to as the “Authority” throughout the
notes to the financial statements.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America (GAAP) requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosures of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

Enterprise Fund Accounting

The Authority uses enterprise fund accounting. Revenues and expenses are recognized on
the accrual basis using the economic resources measurement focus.

The Hospital prepares its financial statements as a business-type activity in conformity with
applicable pronouncements of the GASB.

Cash and Cash Equivalents

Cash and cash equivalents include investments in highly liquid debt instruments with an
original maturity of three months or less.

Continued
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D/B/A ELBERT MEMORIAL HOSPITAL

NOTES TO FINANCIAL STATEMENTS, Continued
June 30, 2025 and 2024

Description of Reporting Entity and Summary of Significant Accounting Policies, Continued

Drugs and Supplies

Drugs and supplies are valued at the lower of cost (first-in, first-out method) or market.

Allowance for Estimated Uncollectibles

The Hospital provides an allowance for estimated uncollectibles based on the evaluation of the
overall collectability of the accounts receivable. As accounts are known to be uncollectible,
the accounts are charged against the allowance.

Noncurrent Cash and Investments

Noncurrent cash and investments of the Foundation are classified into three components.
Nonexpendable endowments represent funds contributed to the Foundation whose principal
cannot be spent, but the gains from which may be spent, as allowed by donors. Assets
restricted by donor represent assets that must be expended for a particular purpose, as
specified by grantors or contributors external to the Foundation. Board-designated for
operations and capital acquisitions represents assets whose use has been restricted by the
Foundation Board for either the purchase of capital goods or the operating expenses of the
Hospital.

Investments in Debt and Equity Securities

Investments in debt and equity securities are reported at fair value. Interest, dividends, and
gains and losses, both realized and unrealized, on investments in debt and equity securities
are included in nonoperating revenue when earned. Securities or other investments donated
are recorded at fair market value at the date of the gift.

Fair Value Measurements

GASB Statement No. 72 - Fair Value Measurement and Application defines fair value as the
price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. Fair value is an exit price
at the measurement date from the perspective of a market participant that controls the asset or
is obligated for the liability. GASB No. 72 also establishes a hierarchy of inputs to valuation
technigues used to measure fair value. If a price for an identical asset or liability is not
observable, a government should measure fair value using another valuation technique that
maximizes the use of relevant observable inputs and minimizes the use of unobservable
inputs.

Continued
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NOTES TO FINANCIAL STATEMENTS, Continued
June 30, 2025 and 2024

Description of Reporting Entity and Summary of Significant Accounting Policies, Continued

Fair Value Measurements, Continued

GASB No. 72 describes the following three levels of inputs that may be used:

o Level 1. Quoted prices (unadjusted) for identical assets or liabilities in active markets that
a government can access at the measurement date. The fair value hierarchy gives the
highest priority to Level 1 inputs.

e Level 2: Observable inputs such as quoted prices for similar assets or liabilities in active
markets, quoted prices for identical or similar assets or liabilities in markets that are not
active, or inputs other than quoted prices that are observable for the asset or liability.

e Level 3: Unobservable inputs for an asset or liability. The fair value hierarchy gives the
lowest priority to Level 3 inputs.

Capital Assets

The Hospital's capital assets are reported at historical cost. Contributed capital assets are
reported at their acquisition value at the time of their donation. Depreciation is provided over
the estimated useful life of each depreciable asset and is computed using the straight-line
method. Leased assets are amortized on the straight-line method over the shorter of the lease
term or the estimated useful life of the underlying asset. Subscription-based information
technology arrangements are amortized on the straight-line method over the shorter of the
subscription term or the estimated useful life of the underlying IT asset. Such amortization is
included in depreciation and amortization in the financial statements.

Land improvements 15to 20 Years
Buildings and building improvements 20 to 40 Years
Equipment, computers, and furniture 310 10 Years
Right-to-use lease assets 210 10 Years
Right-to-use subscription IT assets 21to 4 Years

The Hospital evaluates capital assets regularly for impairment under the provisions of GASB
Statement No. 42, Accounting and Financial Reporting for Impairment of Capital Assets and
for Insurance Recoveries. If circumstances suggest that assets may be impaired, an
assessment of recoverability is performed prior to any write-down of assets. An impairment
charge is recorded on those assets for which the estimated fair value is below its carrying
value. The Hospital has not recorded any impairment charges during 2025 or 2024.

The Foundation’s capital asset acquisitions are recorded at cost. Donated capital assets are

reported at fair value on the date of the donation. Depreciation is provided over the estimated
useful life of each class of depreciable asset and is computed on the straight-line method.

Continued
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NOTES TO FINANCIAL STATEMENTS, Continued
June 30, 2025 and 2024

Description of Reporting Entity and Summary of Significant Accounting Policies, Continued

Costs of Borrowing

Interest cost incurred on borrowed funds during the period of construction of capital assets is
expensed in the period in which the cost is incurred.

Financing Cost

Costs incurred in connection with the issuance of bonds and notes are expensed in the period
in which they are incurred.

Compensated Absences

The Hospital's employees earn paid time off (PTO) at varying rates depending on years of
service. Employees who voluntarily terminate their job and provide sufficient notice may
request full payment of their PTO. Employees may also convert PTO to cash under certain
conditions. Generally, these employees will be paid 75% of PTO converted, with a minimum
of 80 hours to be maintained in the PTO bank. There are two cash-out opportunities per year,
once in May and once in November. A maximum of 240 hours for full-time employees and
128 hours for part-time employees may be maintained in an employee’s PTO bank. Hours
above maximum will be lost, unless cashed out during the May or November cash-out periods.
The Authority estimates how much of the accumulated leave is more likely than not to be used
as paid leave during employment and upon termination and recognizes that portion as a
liability for compensated absences. Estimated compensated absences are reported with
accrued expenses on the balance sheet.

Leases

Lessor: The Hospital is a lessor for noncancellable leases of building and office space. The
Hospital recognizes a lease receivable and a deferred inflow of resources in the financial
statements.

At the commencement of a lease, the Hospital initially measures the lease receivable at the
present value of payments expected to be received during the lease term. Subsequently, the
lease receivable is reduced by the principal portion of lease payments received. The deferred
inflow of resources is initially measured as the initial amount of the lease receivable, adjusted
for lease payments received at or before the lease commencement date. Subsequently, the
deferred inflow of resources is recognized as revenue over the life of the lease term.

Continued
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Description of Reporting Entity and Summary of Significant Accounting Policies, Continued

Leases, Continued

Lessor, Continued: Key estimates and judgments include how the Hospital determines (1) the
discount rate it uses to discount the expected lease receipts to present value, (2) lease term,
and (3) lease receipts.

¢ The Hospital uses its estimated incremental borrowing rate as the discount rate for leases.

e The lease term includes the noncancellable period of the lease. Lease receipts included in
the measurement of the lease receivable are composed of fixed payments from the lessee.

The Hospital monitors changes in circumstances that would require a remeasurement of its
lease and will remeasure the lease receivable and deferred inflows of resources if certain
changes occur that are expected to significantly affect the amount of the lease receivable.

Lessee: The Hospital is a lessee for noncancellable lease assets. The Authority recognizes a
lease liability and an intangible right-to-use lease asset (lease asset) in its financial
statements. At the commencement of a lease, the Authority initially measures the lease
liability at the present value of payments expected to be made during the lease term.
Subsequently, the lease liability is reduced by the principal portion of lease payments made.
The lease asset is initially measured as the initial amount of the lease liability, adjusted for
lease payments made at or before the lease commencement date, plus certain initial direct
costs. Subsequently, the lease asset is amortized on a straight-line basis over its useful life.

Key estimates and judgments related to leases include how the Hospital determines (1) the
discount rate it uses to discount the expected lease payments to present value, (2) lease term,
and (3) lease payments.

e The Hospital uses the implicit interest rate charged by the lessor as the discount rate.
When the interest rate charged by the lessor is not provided or cannot be imputed, the
Hospital generally uses its estimated incremental borrowing rate as the discount rate for
leases.

e The lease term includes the noncancellable period of the lease. Lease payments included
in the measurement of the lease liability are composed of fixed payments and purchase
option price that the Hospital is reasonably certain to exercise.

The Hospital monitors changes in circumstances that would require a remeasurement of its

lease and will remeasure the lease asset and liability if certain changes occur that are

expected to significantly affect the amount of the lease liability.

Lease assets are reported with capital assets and lease liabilities are reported with current and
noncurrent liabilities on the balance sheets.

Continued
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Description of Reporting Entity and Summary of Significant Accounting Policies, Continued

Subscription-Based Information Technology Arrangements

The Hospital has subscription-based information technology arrangements (SBITAs). The
Hospital recognizes a subscription IT liability and an intangible right-to-use subscription asset
(subscription IT asset) in its financial statements. At the commencement of the subscription
term, which is when the subscription IT asset is placed into service, the Hospital initially
measures the subscription IT liability at the present value of subscription payments expected
to be made during the subscription term. Subsequently, the subscription IT liability is reduced
by the principal portion of subscription payments made. The subscription IT asset is initially
measured as the initial amount of the subscription IT liability, adjusted for payments made at
or before commencement of the subscription term, plus capitalizable implementation costs,
less any incentives received from the SBITA vendor at or before the commencement of the
subscription term. Subsequently, the subscription IT asset is amortized on a straight-line basis
over its useful life.

Key estimates and judgments related to SBITAs include how the Hospital determines (1) the
discount rate it uses to discount the expected subscription payments to present value, (2)
subscription term, and (3) subscription payments.

e The Hospital uses the implicit interest rate charged by the SBITA vendor as the discount
rate. When the interest rate charged by the SBITA vendor is not readily determinable, the
Hospital generally uses its estimated incremental borrowing rate as the discount rate.
Amortization of the discount on the subscription IT liability is included in interest expense in
the financial statements.

e The subscription term includes the noncancellable period. Subscription payments included
in the measurement of the subscription IT liability are composed of fixed payments and
other payments that are reasonably certain of being required.

The Hospital monitors changes in circumstances that would require a remeasurement of its
SBITA and will remeasure the subscription IT asset and subscription IT liability if certain
changes occur that are expected to significantly affect the amount of the subscription IT
liability.

Subscription IT assets are reported with capital assets and subscription IT liabilities are
reported with current and noncurrent liabilities on the balance sheets.

Deferred Inflows of Resources

Deferred inflows of resources consist of items related to lessor leases. See Note 10 for
additional information.

Continued
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Description of Reporting Entity and Summary of Significant Accounting Policies, Continued

Net Position

Net position of the Hospital is classified into three components. Net investment in capital
assets consists of capital assets, net of accumulated depreciation, and reduced by the
balances of any outstanding borrowings used to finance the purchase or construction of those
assets. Restricted is noncapital assets reduced by liabilities and deferred inflows of resources
related to those assets that must be used for a particular purpose, as specified by creditors,
grantors, or contributors external to the Hospital. Unrestricted is remaining net position that
does not meet the definition of net investment in capital assets or restricted.

Net position of the Foundation is classified into three components. Restricted-expendable for
specific operating activities is noncapital net position that must be used for a particular
purpose, as specified by creditors, grantors, or contributors external to the Foundation.
Restricted-nonexpendable endowments is net position equal to the principal portion of
nonexpendable endowments. Unrestricted is remaining net position that does not meet the
definition of restricted-expendable for specific operating activities or restricted-nonexpendable
endowments.

Endowments
Endowments are provided to the Foundation on a voluntary basis by individuals and private
organizations. Certain endowments require that the principal or corpus of the endowment be

retained in perpetuity.

Operating Revenues and Expenses

The Hospital's statement of revenues, expenses and changes in net position distinguishes
between operating and nonoperating revenues and expenses. Operating revenues result from
exchange transactions associated with providing health care services - the Hospital's principal
activity. Nonexchange revenues, including taxes, grants, and contributions received for
purposes other than capital asset acquisition, are reported as honoperating revenues.
Operating expenses are all expenses incurred to provide health care services, other than
financing costs.

Net Patient Service Revenue

The Hospital has agreements with third-party payors that provide for payments to the Hospital
at amounts different from its established rates. Payment arrangements include prospectively
determined rates per discharge, reimbursed costs, discounted charges, and per diem
payments. Net patient service revenue is reported at the estimated net realizable amounts
from patients, third-party payors, and others for services rendered, including estimated
retroactive adjustments under reimbursement agreements with third-party payors. Retroactive
adjustments are accrued on an estimated basis in the period the related services are rendered
and adjusted in future periods as final settlements are determined.

Continued
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Description of Reporting Entity and Summary of Significant Accounting Policies, Continued

Charity Care

The Hospital provides care to patients who meet certain criteria under its charity care policy

without charge or at amounts less than its established rates. Because the Hospital does not
pursue collection of amounts determined to qualify as charity care, they are not reported as

revenue.

Grants and Contributions

From time to time, the Hospital receives grants from the County and the State of Georgia, as
well as contributions from individuals and private organizations. Revenues from grants and
contributions (including contributions of capital assets) are recognized when all eligibility
requirements, including time requirements, are met. Grants and contributions may be
restricted for either specific operating purposes or for capital purposes. Amounts that are
unrestricted or that are restricted to a specific operating purpose are reported as nonoperating
revenues. Amounts restricted to capital acquisitions are reported after nonoperating revenues
and expenses. See Note 19 for additional information for grant and other government stimulus
funding.

Unconditional promises to give cash and other assets to the Foundation are reported at fair
value at the date the promise is received. Conditional promises to give, that is, those with a
measurable performance or other barrier, and a right of return, are not recognized until the
conditions on which they depend have been substantially met. Conditional gifts received prior
to the satisfaction of conditions are recorded as refundable advances. The gifts are reported
as increases in the appropriate categories of net position in accordance with donor restrictions.

Restricted Resources

When the Hospital has both restricted and unrestricted resources available to finance a
particular program, it is the Hospital’s policy to use restricted resources before unrestricted
resources.

Risk Management

The Hospital is exposed to various risks of loss from torts; theft of, damage to, and destruction
of assets; business interruption; errors and omissions; employee injuries and illnesses; natural
disasters; medical malpractice; and employee health, dental and accident benefits.
Commercial insurance coverage is purchased for claims arising from such matters. Settled
claims have not exceeded this commercial coverage in any of the three preceding years.

Continued
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Description of Reporting Entity and Summary of Significant Accounting Policies, Continued

Income Taxes

The Hospital is a governmental entity and is recognized as tax-exempt under the Internal
Revenue Code (IRC).

The Foundation is a not-for-profit corporation and has been recognized as tax-exempt
pursuant to Section 501(c)(3) of the IRC. No provision for income taxes has been included in
the accompanying financial statements. Further, should any penalties and interest be
incurred, they would be recognized as operating expenses.

Recently Adopted Accounting Pronouncement

In June 2022, the GASB issued Statement No. 101, Compensated Absences (GASB 101).
GASB 101 updates the recognition, measurement, and disclosure guidance for compensated
absences. The Statement requires that liabilities for compensated absences be recognized for
(1) leave that has not been used and (2) leave that has been used but not yet paid in cash or
settled through noncash means. The adoption of GASB 101 had no material impact on the
financial statements of the Authority.

Net Patient Service Revenue

The Hospital has agreements with third-party payors that provide for payments to the Hospital
at amounts different from its established rates. The Hospital does not believe that there are
any significant credit risks associated with receivables due from third-party payors. Laws and
regulations governing the Medicare and Medicaid programs are extremely complex and
subject to interpretation. As a result, there is at least a reasonable possibility that recorded
estimates will change by a material amount in the near term.

The Hospital believes that it is in compliance with all applicable laws and regulations and is not
aware of any pending or threatened investigations involving allegations of potential
wrongdoing. However, there has been an increase in regulatory initiatives at the state and
federal levels including the initiation of the Recovery Audit Contractor (RAC) program and
Medicaid Integrity Contractor (MIC) program. These programs were created to review
Medicare and Medicaid claims for medical necessity and coding appropriateness. The RACs
have authority to pursue improper payments with a three-year look back from the date the
claim was paid. Compliance with such laws and regulations can be subject to future
government review and interpretation as well as significant regulatory action including fines,
penalties and exclusion from the Medicare and Medicaid programs.

Continued
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Net Patient Service Revenue, Continued

A summary of the payment arrangements with major third-party payors follows.
Medicare

Effective January 21, 2020, the Hospital was granted Critical Access Hospital (CAH)
designation by the Medicare program. The CAH designation places certain restrictions on
daily acute care inpatient census and an annual, average length of stay of acute care
inpatients. Inpatient acute care and outpatient services rendered to Medicare program
beneficiaries are paid based on a cost-reimbursement methodology.

The Hospital is reimbursed for certain reimbursable items at a tentative rate with final
settlement determined after submission of annual cost reports by the Hospital and audits
thereof by the Medicare Administrative Contractor (MAC). The Hospital’s classification of
patients under the Medicare program and the appropriateness of their admission are subject to
an independent review by a peer review organization under contract with the Hospital. The
Hospital's Medicare cost reports have been audited by the MAC through June 30, 2023.
Revenue from the Medicare program accounted for approximately 57% and 56% of the
Hospital's gross patient service revenue for the years ended June 30, 2025 and 2024,
respectively.

Medicaid

Inpatient services rendered to Medicaid program beneficiaries are paid at prospectively
determined rates. Outpatient services are generally paid based on a cost reimbursement
methodology. The Hospital is reimbursed at a tentative rate with final settlement determined
after submission of annual cost reports by the Hospital and audits thereof by the Medicaid
fiscal intermediary. The Hospital's Medicaid cost reports have been audited by the Medicaid
fiscal intermediary through June 30, 2023. Revenue from the Medicaid program accounted for
approximately 9% and 12% of the Hospital's gross patient service revenue for the years ended
June 30, 2025 and 2024, respectively.

The Hospital has also entered into contracts with certain care management organizations
(CMOs) to receive reimbursement for providing services to selected enrolled Medicaid
beneficiaries. Payment arrangements with these CMOs consist primarily of prospectively
determined rates per discharge and discounts from established charges.

The Hospital participates in the Medicaid Upper Payment Limit (UPL) program. The UPL
payment adjustments are based on a measure of the difference between Medicaid payments
and the amount that could be paid based on Medicare payment principles. The net amount of
UPL payment adjustments recognized in net patient service revenue was approximately
$20,000 and $35,000 for the years ended June 30, 2025 and 2024, respectively.

Continued
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Medicaid, Continued

The Hospital participates in the Indigent Care Trust Fund (ICTF) Program. The Hospital
receives ICTF payments for treating a disproportionate number of Medicaid and other indigent
patients. ICTF payments are based on the Hospital's estimated uncompensated cost of
services to Medicaid and uninsured patients. The net amount of ICTF payments recognized in
net patient service revenues was approximately $1,099,000 and $1,544,000 for the years
ended June 30, 2025 and 2024, respectively.

Other Payors

The Hospital also has entered into payment agreements with certain commercial insurance

carriers, health maintenance organizations, and preferred provider organizations. The basis
for payment to the Hospital under these agreements includes prospectively determined rates
per discharge, discounts from established charges, and prospectively determined daily rates.

Uncompensated Services

The Hospital was compensated for services at amounts less than its established rates.
Charges for uncompensated services for 2025 and 2024 were approximately $20,102,000 and
$18,002,000, respectively. Uncompensated care includes charity and indigent care services
of approximately $269,000 and $322,000 in 2025 and 2024, respectively. The cost of charity
and indigent care services provided during 2025 and 2024 was approximately $154,000 and
$180,000, respectively, computed by applying a total cost factor to the charges forgone.

The following is a summary of uncompensated services and a reconciliation of gross patient
charges to net patient service revenue for 2025 and 2024.

2025 2024

Gross patient charges $ 36,110,000 $ 36,998,000
Uncompensated services:

Charity and indigent care 269,000 322,000

Medicare 8,540,000 7,670,000

Medicaid 1,206,000 916,000

Other allowances 8,105,000 7,512,000

Provision for bad debts 1,982,000 1,582,000

Total uncompensated care 20,102,000 18,002,000

Net patient service revenue $ 16,008,000 $ 18,996,000

Continued
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Deposits and Investments

Custodial Credit Risk - Deposits

Custodial credit risk is the risk that in the event of a bank failure, the Authority’s deposits may
not be returned. The Authority maintains bank accounts at various financial institutions
covered by the Federal Deposit Insurance Corporation (FDIC). At times throughout the year,
the Authority may maintain bank account balances in excess of the FDIC-insured limit. It is
management’s opinion that these financial institutions are financially sound, and that the
Authority is not exposed to any significant credit risk related to cash.

State law requires collateralization of all Authority deposits with federal depository insurance
and other acceptable collateral in specific amounts. As of June 30, 2025 and 2024, the
Authority’s deposits were entirely insured or collateralized.

Custodial Credit Risk - Investments

For an investment, this is the risk that in the event of the failure of the counterparty, the
Authority will not be able to recover the value of its investment or collateral securities that are
in the possession of an outside party. The Authority’s investments are held in the Authority’s
name by a custodial bank that is the agent of the Authority.

The carrying amounts of deposits included in the Hospital’s balance sheets are as follows:

2025 2024

Cash and cash equivalents $ 309,000 $ 743,000

Cash and investments for the Foundation consist of the following:

2025 2024
Deposits:
Cash and cash equivalents $ 76,000 $ 75,000
Investments:
Equities 1,757,000 1,532,000
Corporate notes and bonds 1,578,000 1,445,000
Total $ 3,411,000 $ 3,052,000

Continued
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Deposits and Investments, Continued

Custodial Credit Risk - Investments, Continued

Investment income (loss) for the Foundation is comprised of the following for the years ended
June 30, 2025 and 2024:

cite232firm 2025 2024
Foundation investment income (loss):
Interest and dividends $ 99,000 $ 97,000
Net unrealized loss (114,000) (70,000)
Net realized gain 363,000 256,000
Total $ 348,000 $ 283,000

Interest Rate Risk

The Authority does not have a formal policy that limits investment maturities as a means of
managing its exposure to fair value losses arising from changing interest rates.

Credit Risk

The Authority places no limit on the amount it may invest in any one issuer. However, no
more than 25% of the total portfolio balance may be represented by equities, and no more
than 75% of the total portfolio may be represented by fixed income securities. The investment
policy is not effective until the Authority has at least 120 days cash on hand.

The Authority’s investments are exposed to various risks such as interest rate, market and
credit risks. Due to the level of risk associated with certain investment securities, it is at least
reasonably possible that changes in the values of investment securities will occur in the near
term and that such change could materially affect the amounts reported in the accompanying
financial statements.

Foundation Liquidity and Availability

Financial assets available for general expenditures within one year of the balance sheet date
consist of the following at June 30, 2025 and 2024:

2025 2024
Cash and investments $ 3,411,000 $ 3,052,000
Less: financial assets subject to donor restrictions (2,196,000) (2,087,000)
Total financial assets available $ 1,215,000 $ 965,000

Continued
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None of the financial assets available are subject to donor or other contractual restrictions that
make them unavailable for general expenditure within one year of the balance sheet date.
The Foundation has investments whose use is restricted for donor purposes. These financial
assets subject to donor restrictions are not available for general expenditures within the next
year and are removed from the quantitative information above. The Foundation has the ability
to structure its financial assets to meet general expenditures, liabilities, and other obligations
as they come due. In addition, as described in Note 9, the Foundation has available a
line-of-credit of approximately $1,000,000, which it could draw upon in the event of an
unanticipated liquidity need.

Foundation Functional Expenses

The Foundation solicits and manages funds for the benefit of the Hospital. Expenses related
to providing these services in 2025 and 2024 are as follows:

2025
Program Supporting
Services Services Total
Other administrative expenses $ - $ 166,000 $ 166,000
Contributions to Elbert Memorial Hospital 63,000 - 63,000

Grant expenses - - -

$ 63,000 $ 166,000 $ 229,000

2024
Program Supporting
Services Services Total
Other administrative expenses $ - $ 196,000 $ 196,000
Contributions to Elbert Memorial Hospital 53,000 - 53,000
Grant expenses 7,000 - 7,000

$ 60,000 $ 196,000 $ 256,000

Continued
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Accounts Receivable and Payable

Patient accounts receivable and accounts payable (including accrued expenses) reported as
current assets and liabilities by the Hospital at June 30, 2025 and 2024, consisted of these

amounts:

2025 2024
Patient accounts receivable:
Receivable from patients and their
insurance carriers 2,503,000 2,437,000
Receivable from Medicare 1,612,000 2,089,000
Receivable from Medicaid 254,000 65,000
Total patient accounts receivable 4,369,000 4,591,000
Less: allowance for doubtful accounts and
contractual adjustments 2,617,000 2,677,000
Patient accounts receivable, net 1,752,000 1,914,000
Accounts payable and accrued expenses:
Payable to employees (including payroll taxes) 761,000 775,000
Payable to suppliers and other 955,000 1,226,000
Total accounts payable and
accrued expenses 1,716,000 2,001,000

Continued
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Capital Assets

Hospital Capital Assets

Capital asset additions, retirements, transfers, and balances for the Hospital for the years
ended June 30, 2025 and 2024, are as follows:

Land
Construction-in-progress

Capital assets not being
depreciated

Buildings and improvements
Equipment

Depreciable capital assets

Less accumulated depreciation for:

Buildings and improvements
Equipment

Total accumulated depreciation

Capital assets being
depreciated, net

Balance Balance
June 30, 2024 Increases Decreases June 30, 2025
$ 117,000 $ - % - $ 117,000

- 126,000 (70,000) 56,000
117,000 126,000 (70,000) 173,000

10,429,000 147,000 - 10,576,000

13,069,000 66,000 - 13,135,000

23,498,000 213,000 - 23,711,000

8,246,000 355,000 - 8,601,000
11,316,000 485,000 - 11,801,000
19,562,000 840,000 - 20,402,000

3,936,000 (627,000) - 3,309,000

Continued
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8. Capital Assets, Continued

Hospital Capital Assets, Continued

Balance Balance
June 30, 2024 Increases Decreases June 30, 2025
Leased office space $ 38,000 $ 103,000 $ (38,000) $ 103,000
Leased equipment 743,000 522,000 (424,000) 841,000
Lease assets 781,000 625,000 (462,000) 944,000
Less accumulated amortization for:
Leased office space 35,000 30,000 (38,000) 27,000
Leased equipment 446,000 388,000 (424,000) 410,000
Total accumulated amortization 481,000 418,000 (462,000) 437,000
Intangible right-to-use lease
assets, net 300,000 207,000 - 507,000
Subscription IT assets 424,000 41,000 (101,000) 364,000
Less accumulated amortization for:
subscription IT assets 230,000 148,000 (101,000) 277,000
Intangible right-to-use
subscription IT assets, net 194,000 (107,000) - 87,000
Capital assets, net $ 4,547,000 $ (401,000) $ (70,000) $ 4,076,000
Continued
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8. Capital Assets, Continued

Hospital Capital Assets, Continued

Land
Construction-in-progress

Capital assets not being
depreciated

Buildings and improvements
Equipment

Depreciable capital assets

Less accumulated depreciation for:

Buildings and improvements
Equipment

Total accumulated depreciation

Capital assets being
depreciated, net

June 30, 2025 and 2024

34

Balance Balance
June 30, 2023 Increases Decreases June 30, 2024
117,000 - 3 - 117,000
- 33,000 (33,000) -
117,000 33,000 (33,000) 117,000
9,874,000 555,000 - 10,429,000
13,088,000 34,000 (53,000) 13,069,000
22,962,000 589,000 (53,000) 23,498,000
7,893,000 353,000 - 8,246,000
10,705,000 634,000 (23,000) 11,316,000
18,598,000 987,000 (23,000) 19,562,000
4,364,000 (398,000) (30,000) 3,936,000

Continued
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8. Capital Assets, Continued

Hospital Capital Assets, Continued

Balance Balance
June 30, 2023 Increases Decreases June 30, 2024
Leased office space $ 38,000 $ - % - $ 38,000
Leased equipment 1,316,000 274,000 (847,000) 743,000
Lease assets 1,354,000 274,000 (847,000) 781,000
Less accumulated amortization for:
Leased office space 16,000 19,000 - 35,000
Leased equipment 848,000 445,000 (847,000) 446,000
Total accumulated amortization 864,000 464,000 (847,000) 481,000
Intangible right-to-use lease
assets, net 490,000 (190,000) - 300,000
Subscription IT assets 493,000 108,000 (177,000) 424,000
Less accumulated amortization for:
subscription IT assets 263,000 144,000 (177,000) 230,000
Intangible right-to-use
subscription IT assets, net 230,000 (36,000) - 194,000
Capital assets, net $ 5,201,000 $ (591,000) $ (63,000) $ 4,547,000
Continued
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9. Long-Term Debt and Short-Term Notes

Hospital Long-Term Debt

2024

A schedule of changes in the Hospital's long-term debt for 2025 and 2024, follows:

Direct borrowing:
Notes payable

Other financing
obligations

Total Hospital
long-term debt

Direct borrowing:
Note payable

Other financing
obligations

Total Hospital
long-term debt

Amounts
Balance Balance Due Within
June 30, 2024 Additions Reductions June 30, 2025 One Year
$ 81,000 $ - % 28,000 $ 53,000 $ 16,000
65,000 - 56,000 9,000 9,000
$ 146,000 $ - $ 84,000 $ 62,000 $ 25,000
Amounts
Balance Balance Due Within
June 30, 2023 Additions Reductions June 30, 2024 One Year
$ 128,000 $ 82,000 $ 129,000 $ 81,000 $ 28,000
119,000 - 54,000 65,000 56,000
$ 247,000 $ 82,000 $ 183,000 $ 146,000 $ 84,000

Continued
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Long-Term Debt and Short-Term Notes, Continued

Hospital Short-Term Notes

A schedule of changes in the Hospital's short-term notes for 2025 and 2024, follows:

Direct borrowings:
Notes payable
Line-of-credit

Total Hospital
short-term notes

Direct borrowings:
Notes payable
Line-of-credit

Total Hospital
short-term notes

Balance Balance
June 30, 2024 Additions Reductions June 30, 2025
$ 165,000 $ 412,000 $ 453,000 $ 124,000

- 1,733,000 1,333,000 400,000
$ 165,000 $ 2,145,000 $ 1,786,000 $ 524,000

Balance Balance
June 30, 2023 Additions Reductions June 30, 2024
$ 119,000 $ 166,000 $ 120,000 $ 165,000

82,000 1,232,000 1,314,000 -
$ 201,000 $ 1,398,000 $ 1,434,000 $ 165,000

Scheduled principal and interest repayments on long-term debt, short-term notes, and other

financing obligations are as follows:

Long-Term Debt

Short-Term Notes

Other Financing Obligations

Principal Interest Principal Interest Principal Interest
2026 16,000 $ 3,000 $ 524,000 $ - $ 9,000 $ 4,000
2027 17,000 2,000 - - - -
2028 19,000 1,000 - - - -
2029 1,000 - - - - -
2030 - - - - - -
Total 53,000 $ 6,000 $ 524,000 $ - $ 9,000 $ 4,000
Continued
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Long-Term Debt and Short-Term Notes, Continued

The terms and due dates of the Hospital's long-term debt, including other financing obligations
and short-term notes outstanding at June 30, 2025 and 2024, are as follows:

e 5.2% note payable due September 2024 for the purchase of equipment and the annual
maintenance on the equipment, secured by the equipment. The note payable contains a
provision that in an event of default, outstanding obligations may become immediately due
and payable.

e 3.5% note payable due April 2024 for the purchase of equipment, secured by the
equipment. The note payable contains a provision that in the event of default, outstanding
obligations may become immediately due and payable.

e 6.8% note payable due July 2028 for the purchase of equipment, secured by the
equipment. The note payable contains a provision that in the event of default, outstanding
obligations may become immediately due and payable.

e Other financing obligations with interest rates varying from 3.50% to 9.63%, collateralized
by equipment.

e Short-term notes payable for financing of annual insurance policies.

e 8.5% line-of-credit with up to $1,000,000 available to draw on, maturing on November 14,
2025.

Foundation Short-Term Notes

The Foundation has a line-of-credit with up to $500,000 available to draw on. The total is due
to Merrill Lynch and secured by the Foundation’s securities accounts with Merrill Lynch. This
line-of-credit bears interest at a rate of 4% and is callable at Merrill Lynch’'s demand. There
was no activity on the line-of-credit in 2025 or 2024.

Leases and Subscription IT Liabilities

Lessor: The Hospital leases buildings and office space to third parties. Leases range in
monthly rates between $337 and $763. The Hospital recognized approximately $14,000 and
$9,000 in lease revenue during the years ended June 30, 2025 and 2024. As of June 30,
2025 and 2024, the Hospital's receivable for lease payments was approximately $11,000 and
$2,000, respectively. Also, the Hospital has a deferred inflow of resources associated with
these leases that will be recognized as revenue over the lease terms. As of June 30, 2025
and 2024, the balance of the deferred inflow of resources was approximately $11,000 and
$6,000, respectively.

Continued
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10. Leases and Subscription IT Liabilities, Continued

Scheduled principal and interest repayments on lease receivables are as follows:

2026
2027
2028
2029
2030

Total

Lease Receivable

Principal Interest
$ 11,000 $ -
$ 11,000 $ -

Lessee: The Hospital is a lessee for noncancellable lease assets. None of the leases contain
provisions for variable payments or residual value guarantees. Additionally, there are no other
payments such as residual value guarantees or termination penalties, not previously included
in the measurement of the lease liability reflected as outflows of resources.

In 2025 and 2024, the Hospital entered into lease agreements under which the Hospital leases
various office space and equipment. These agreements do not have stated interest rates, so
the Hospital used its estimated incremental borrowing rate as an approximate. The monthly

lease payments end in FY 2031.

Expenses for the leasing activity of the Hospital as the lessee for the years ended June 30,

2025 and 2024, are as follows:

Short-term lease expense

Right-to-use lease asset amortization

Lease liability interest expense

Total lease cost

Continued
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Leases and Subscription IT Liabilities, Continued

June 30, 2025 and 2024

The Hospital has subscription-based information technology arrangements (SBITAS) that are
used for various software licenses and remote hosting arrangements, which meet the
capitalization criteria specified by generally accepted accounting principles. Expenses for the
SBITA activity of the Hospital for the years ended June 30, 2025 and 2024 are as follows:

Short-term SBITA expense
Right-to-use subscription IT asset amortization
Subscription IT liability interest expense

Total subscription IT cost

2025 2024
$ 144,000 $ 84,000
148,000 144,000
3,000 5,000
$ 295,000 $ 233,000

None of the SBITAs contain provisions for variable payments. Additionally, there are no other
payments, such as termination penalties, not previously included in the measurement of the
subscription IT liability. A summary of changes in the lease and subscription IT liabilities
during the years ended June 30, 2025 and 2024 follows:

Lease liabilities
Subscription IT
liabilities

Total lease and
subscription
IT liabilities

Lease liabilities
Subscription IT
liabilities

Total lease and
subscription
IT liabilities

Amounts
Balance Balance Due Within
June 30, 2024 Additions Reductions June 30, 2025 One Year
$ 305,000 $ 602,000 $ 391,000 $ 516,000 $ 298,000
152,000 34,000 153,000 33,000 33,000
$ 457,000 $ 636,000 $ 544,000 $ 549,000 $ 331,000
Amounts
Balance Balance Due Within
June 30, 2023 Additions Reductions June 30, 2024 One Year
$ 506,000 $ 267,000 $ 468,000 $ 305,000 $ 231,000
193,000 104,000 145,000 152,000 119,000
$ 699,000 $ 371,000 $ 613,000 $ 457,000 $ 350,000
Continued
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Leases and Subscription IT Liabilities, Continued

The debt service requirements of leases and subscription IT liabilities at June 30, 2025 are as
follows:

Lease Liabilities Subscription IT Liabilities
Principal Interest Principal Interest

2026 $ 298,000 $ 17,000 $ 33,000 $ -
2027 99,000 9,000 - -
2028 74,000 4,000 - -
2029 37,000 1,000 - -
2030 7,000 - - -
2031 1,000 - - -
Total $ 516,000 $ 31,000 $ 33,000 $ -

Endowment Fund

The Foundation's donor-restricted endowment funds were established to support the mission
of the Hospital, as well as to support scholarships in healthcare and related fields. As required
by generally accepted accounting principles, net position associated with the endowment
funds are classified and reported based on the existence or absence of donor-imposed
restrictions.

The Board of Directors of the Foundation has interpreted the Georgia Uniform Prudent
Management of Institutional Funds Act (GUPMIFA) as requiring the preservation of the fair
value of the original gift as of the gift date of the donor-restricted endowment fund absent
explicit donor stipulations to the contrary. As a result of this interpretation, the Foundation
classifies as nonexpendable restricted net position (a) the original value of its gifts donated
to the nonexpendable endowment, (b) the original value of subsequent gifts to the
nonexpendable endowment, and (c) accumulations to the nonexpendable endowment made
in accordance with the direction of the applicable donor gift instrument at the time the
accumulation is added to the fund.

The remaining portion of the donor-restricted endowment fund that is not classified in
nonexpendable restricted net position is classified as expendable restricted net position until
those amounts are appropriated for expenditure by the Foundation in a manner consistent with
the standard of prudence prescribed by GUPMIFA. In accordance with GUPMIFA, the
Foundation considers the following factors in making a determination to appropriate or
accumulate donor-restricted endowment funds: (1) the duration and preservation of the
various funds, (2) the purposes of the donor-restricted endowment funds, (3) general
economic conditions, (4) the possible effect of inflation and deflation, (5) the expected total
return from income and the appreciation of investments, (6) other resources of the Foundation,
and (7) the Foundation's investment policies.

Continued
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Endowment Fund, Continued

The Foundation has adopted investment and spending policies for endowment assets that
attempt to provide a predictable stream of funding to programs supported by its endowment
while seeking to maintain the purchasing power of the endowment assets over the long-term.
Endowment assets include assets of donor-restricted funds that the Foundation must hold in
perpetuity. Under this policy, as approved by the Board of Directors, the endowment assets
are invested in a manner that is intended to provide a productive balance between maximum
rate of return on investments, continuous growth of endowment principal, and a prudent
degree of security and stability. The Foundation's current spending policy is to reinvest 10% of
endowment earnings into the corpus of existing endowments while the other 90% is
expendable for health-related scholarships, to provide for the healthcare needs of the
community, and to further the mission of the Hospital.

Changes in endowment net position as of June 30, 2025 and 2024, are as follows:

June 30, 2025

Total
Expendable Nonexpendable Endowment
Restricted Restricted Net Position
Beginning balance $ 70,000 $ 1,512,000 $ 1,582,000
Contributions 4,000 35,000 39,000
Released from restriction - - -
Investment gains (losses) (120,000) 7,000 (3,000)
Appropriated for expenditure (1,000) - (1,000)
Ending balance $ 63,000 $ 1,554,000 $ 1,617,000
June 30, 2024
Total
Expendable Nonexpendable Endowment
Restricted Restricted Net Position
Beginning balance $ 120,000 $ 1,452,000 $ 1,572,000
Contributions 4,000 54,000 58,000
Released from restriction - - -
Investment gains (losses) (46,000) 6,000 (40,000)
Appropriated for expenditure (8,000) - (8,000)
Ending balance $ 70,000 $ 1,512,000 $ 1,582,000

Continued
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Insurance Arrangements

General and Professional Liability Insurance

The Hospital has claims-made insurance coverage for professional liability and occurrence
insurance coverage for general liability. The insurance policies have limits of $1,000,000 per
claim and $3,000,000 annual aggregate. The policies have a per event deductible of $25,000.

Retirement Plan

As of January 1, 1996, the Hospital adopted a combined profit sharing/money purchase
defined contribution plan (Plan) that is funded exclusively through the purchase of annuity
contracts. The Plan covers substantially all employees who have reached the age of 21, have
completed one year of service and have more than 1,000 service hours during the year.
Contributions to the Plan are based on 2% of the eligible employee’s total wages. In addition,
employees can elect to enter into a salary reduction agreement and make employee deferrals
which the Hospital will match, at its discretion, up to a maximum of an additional 2% over the
basic contribution.

The vesting schedule calls for 100% vesting in employer contributions after five years. There
is no vesting from zero to five years. Contributions to the Plan are calculated and paid
bi-weekly. The Hospital made employer contributions under the Plan of $117,000 and
$156,000 during 2025 and 2024, respectively.

Related Party Transactions

Because of the existence of common trustees and other factors, the Hospital and Foundation
are related parties.

The Foundation is authorized by the Hospital to solicit contributions on its behalf. In its
general appeal for contributions to support the community's providers of health care services,
the Foundation also solicits contributions for certain other related health care institutions. In
the absence of donor restrictions, the Foundation has discretionary control over the amounts,
timing, and use of its distributions. During the years ended June 30, 2025 and 2024, the
Hospital provided workspace, utilities and personnel free of charge to the Foundation of
approximately $82,000 and $106,000, respectively. These items are measured at the cost
recognized by the Hospital and were utilized by the Foundation for general and administrative
activities. The amounts are recorded as contribution revenue and related expense. The
Foundation did not monetize any contributed nonfinancial assets and unless otherwise noted,
contributed nonfinancial assets did not have donor restrictions.

Continued
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Rural Hospital Tax Credit Contributions

The State of Georgia (State) passed legislation, which will allow individuals or corporations to
receive a State tax credit for making a contribution to certain qualified rural hospital
organizations. The Hospital submitted the necessary documentation and was approved by the
State to participate in the rural hospital tax credit program for calendar years 2017-2026.
Contributions received under the program approximated $1,957,000 and $1,020,000 during
the Hospital’s fiscal years 2025 and 2024, respectively. Revenues recognized for the Rural
Hospital Tax Credit are included with gifts and contributions in the nonoperating section of the
statements of revenues, expenses, and changes in net position. The Hospital will have to be
approved by the State to participate in the program in calendar years after 2026.

Concentration of Credit Risk

The Hospital grants credit without collateral to its patients, most of whom are local residents
and are insured under third-party payor agreements. The mix of receivables from patients and
third-party payors at June 30, 2025 and 2024, was as follows:

2025 2024

Medicare 56% 54%
Medicaid 7% 1%
Other third-party payors 27% 32%
Patients 10% 13%
Total 100% 100%

Contingencies and Commitments

Litigation and Requlatory Investigations

The Hospital is subject to litigation and regulatory investigations arising in the course of
business. After consultation with legal counsel, management estimates that such matters
would not have a material adverse effect on the Hospital’s financial position or results from
operations.

Health Care Reform

There has been increasing pressure on Congress and some state legislatures to control and
reduce the cost of healthcare at the national and the state levels. Federal legislation has been
passed that includes cost controls on healthcare providers, insurance market reforms, delivery
system reforms and various individual and business mandates among other provisions. The
costs of certain provisions will be funded in part by reductions in payments by government
programs, including Medicare and Medicaid. There can be no assurance that these changes
will not adversely affect the Hospital.

Continued
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Contingencies and Commitments, Continued

Compliance Plan

The healthcare industry has been subjected to increased scrutiny from governmental agencies
at both the federal and state level with respect to compliance with regulations. Areas of
noncompliance identified at the national level include Medicare and Medicaid, Internal
Revenue Service, and other regulations governing the healthcare industry. In addition, the
Reform Legislation includes provisions aimed at reducing fraud, waste, and abuse in the
healthcare industry. These provisions allocate significant additional resources to federal
enforcement agencies and expand the use of private contractors to recover potentially
inappropriate Medicare and Medicaid payments. The Hospital has implemented a compliance
plan focusing on such issues. There can be no assurance that the Hospital will not be
subjected to future investigations with accompanying monetary damages.

Financial Position

The Hospital has reported operating losses of $4,425,000 and $1,407,000 in 2025 and 2024,
respectively. As of June 30, 2025, the Hospital's unrestricted net position is in a negative
position, its current liabilities exceed current assets by $479,000, and the Hospital has had
difficulties managing cash flow. Management has evaluated whether there are conditions or
events that raise substantial doubt about the Hospital's ability to continue as a going concern.
Management believes the Hospital will be able to meet its obligations as they become due for
a reasonable period of time, as defined by GASBS No. 56, and concludes substantial doubt is
not raised.

Management has developed and initiated a multi-year strategic framework designed to
materially improve the financial stability, operating performance, and long-term sustainability of
the Authority beginning in Fiscal Year 2026. The plan focuses on targeted growth initiatives,
operational restructuring, and strategic capital positioning aligned with the community’s
evolving healthcare needs.

A central component of this strategy is the conversion of the Hartwell Clinic to a Provider-
Based Rural Health Clinic (RHC), which will create a more resilient reimbursement structure
through cost-based reimbursement and enable participation in the 340B Drug Pricing
Program. This transition is supported by a cross-functional Steering Committee and includes
a planned integration of the CPSI and Athena EHR platforms to ensure compliance,
operational continuity, and revenue integrity.

Continued
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Contingencies and Commitments, Continued

Financial Position, Continued

To strengthen market share and reduce out-migration, the Hospital is also pursuing a
deliberate expansion of clinical offerings. Key initiatives include the launch of Senior Life
services, optimization of surgical services through improved scheduling and provider
coverage, and strategic evaluation of cardiology and gynecology service line development. In
addition, the Hospital is assessing opportunities to integrate regional physician practices to
enhance care coordination, increase downstream capture, and improve long-term referral
reliability.

On the operational side, management is executing a disciplined approach to cost management
and revenue cycle optimization. This includes refined staffing strategies, enhancements to
throughput and scheduling efficiency, and targeted improvements across billing,
documentation, and compliance workflows. While workforce reductions are not planned,
management maintains a set of defined contingency measures should macroeconomic or
volume-related pressures require additional cost actions.

Finally, the Hospital continues to advance its application through the USDA Rural
Development Community Facilities Program. This initiative is strategically aligned with
management’s long-term facility and service delivery vision, supporting critical infrastructure
upgrades necessary for provider recruitment, patient access, and operational modernization.
The resulting capital structure is expected to strengthen liquidity, enhance balance-sheet
stability, and support sustainable margin improvement over the next decade.

Collectively, these initiatives represent a cohesive, data-informed strategy designed to
stabilize operations, enhance revenue performance, reduce financial volatility, and ensure the
Hospital's ability to meet the healthcare needs of Elbert County well into the future.

The ultimate success and related financial impact of these changes is uncertain at this time.

The ability of the Hospital to continue operating is dependent upon its ability to improve
profitability and generate additional cash flow.

Continued
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18. Fair Value Measurement

June 30, 2025 and 2024

The Foundation categorizes its fair value measurements within the fair value hierarchy
established by generally accepted accounting principles. The hierarchy is based on the
valuation inputs used to measure the fair value of the asset. Level 1 inputs are quoted prices
in active markets for identical assets, Level 2 inputs are significant other observable inputs and
Level 3 inputs are significant unobservable inputs. The Foundation has the following recurring
fair value measurements as of June 30, 2025 and 2024:

June 30, 2025

Assets:
Equities
Corporate notes
and bonds

Total assets

June 30, 2024

Assets:
Equities
Corporate notes
and bonds

Total assets

Fair Value Measurements at Reporting Date Using

Fair Value (Level 1) (Level 2) (Level 3)

$ 1,757,000 $ 1,757,000 $ - 8 -
1,578,000 1,578,000 - -
$ 3,335000 $ 3,335,000 $ - $ -

Fair Value Measurements at Reporting Date Using

Fair Value (Level 1) (Level 2) (Level 3)

$ 1,532,000 $ 1,532,000 $ - $ -

1,445,000 1,445,000 - -

$ 2,977,000 $ 2,977,000 $ - $ -
Continued
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Government Stimulus and Other Grant Funding

Grant and contribution advance payments are reported as unearned revenue until all eligibility
requirements are met. Recognized revenue is reported as nonoperating revenues in the
statements of revenues, expenses and changes in net position. The Hospital received
approximately $925,000 and $202,000 in grant stimulus funding in fiscal years 2025 and 2024,
respectively. At June 30, 2025 and 2024, approximately $925,000 and $202,000 was
recognized as nonoperating revenues, respectively.

The Georgia Department of Community Health (DCH) issues grants to provide funding to rural
community hospitals for the development of community-specific projects based on the
identified "Hub and Spoke" model adopted by the Georgia Rural Hospital Stabilization
Committee and to provide assistance for financial stabilization and sustainability. The grants
are issued in phases and the Authority must incur the expenses before being reimbursed by
DCH. The Hospital recognized $76,000 and $202,000 as nonoperating revenues related to
the State Office of Rural Health in 2025 and 2024, respectively.

In September 2024, Hurricane Helene hit Elbert County causing approximately $516,000 in
property damage and approximately $274,000 in business interruption losses to the Authority.
The Authority received approximately $790,000 in fiscal year 2025 related to the damage
caused by Hurricane Helene. The funding received by the Authority is related to an
appropriation of funds by the Georgia General Assembly to the Department of Community
Health to provide one-time grant funds to public rural and critical access hospitals to assist in
financial stabilization and recovery efforts from Hurricane Helene.

The government stimulus and other grant funding may be subject to audits. While the Hospital
currently believes its use of the funds is in compliance with applicable terms and conditions,
there is a possibility that payment could be recouped based on changes in reporting
requirements or audit results.
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S Draffin Tucker

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

Board Members

Elberton-Elbert County Hospital Authority
D/B/A Elbert Memorial Hospital

Elberton, Georgia

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
business-type activities, Elbert Memorial Hospital (Hospital), and the discretely presented component
unit, Elbert Memorial Hospital Foundation, Inc. (Foundation), of Elberton-Elbert County Hospital
Authority D/B/A Elbert Memorial Hospital (Authority) as of and for the year ended June 30, 2025, and
the related notes to the financial statements, which collectively comprise the Authority's basic financial
statements, and have issued our report thereon dated March 24, 2026.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Authority’s internal
control over financial reporting (internal control) as a basis for designing audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Authority’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Authority’s
internal control.

Continued
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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 or significant deficiencies may exist that were not identified.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority’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 financial statements. 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.

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.

m%»ém,w

Atlanta, Georgia
March 24, 2026
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