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The Jefferson County Board of Health (“Board”) may legally write off and otherwise forego collection efforts as to the indebtedness of uninsured and Medicaid patients after a determination by the Board that specific accounts receivable are uncollectible and that a public purpose is served in writing off such accounts.





Dear Mr. Maxey:





	This opinion of the Attorney General is issued in response to your request on behalf of the Jefferson County Board of Health.








QUESTION





	May the Board legally write off and otherwise forego collection efforts as to the accounts of uninsured and underinsured patients after a determina�tion by the Board that specific  accounts receivable are uncollectible and that a public purpose is served in writing off such accounts? 








FACTS, LAW, AND ANALYSIS





	Your request states that the Board operates under the general supervision and control of the State Board of Health, and its duties include supervising the enforcement of the health laws of the state, investigating outbreaks of disease, investigating and abating public nuisances, exercising supervision over sanitary conditions in public places, and electing a county health officer.  Ala. Code § 22-3-2 (2006).  In addition to its state functions in enforcing regulations of the State Board of Health, the Board also has local or municipal functions in administering its own regulations, budgetary and financial matters, and person�nel.  See Ala. Code §§ 22-3-1 to -12 (2006). 





By statute, the Board is clearly subject to the county's budget and fund�ing.  The Board owns its own assets, derives its funds from Jefferson County, and is not under the state general fund. Ala. Code § 22-3-10 (2006).  The Board has the ability to solicit, receive, and hold gifts, devises, and bequests of money, real estate, and other things of value to be used in the support, develop�ment, and carrying on of its work.  Ala. Code § 22-3-3 (2006).   The Board also has the authority to contract for goods and services in its own name. For a description of the functions and structure of the Board as a county board of health, see sections 22-3-1 through -12 of the Code of Alabama. 





	As part of its mission, the Board provides primary healthcare and dental services to primarily two categories of patients, those covered by the Alabama Medicaid insurance program and to the uninsured.  Generally, the uninsured have very limited financial resources.  Accounts receivable result almost totally from the latter group-the uninsured.





	When patients schedule appointments or arrange for healthcare services, insurance information is obtained and/or the patient is informed of the financial and/or residential documents required to obtain discounts of services based on a sliding fee scale.  The basis of the sliding fee scale is the table of Federal Pov�erty Guidelines, which is updated annually.   Services are discounted 20 percent to 90 percent from the standard fee schedule depending on income and the num�ber of family members.  





	Patients are asked to pay their portion of the standard fees when services are provided, but in many cases, the patient may not be prepared to pay the entire amount due.  Statements are periodically mailed to the account guarantor address asking for payment on the account and collection efforts are made by the clerical staff when the patient calls for another appointment and/or returns for services.  Patients are not refused service based on the inability to pay.





Discussion with multiple collection agencies has resulted in unanimous advice that the delinquent accounts of the Board are not “marketable” to an external agency for collection.  The reasons given include the large volume of low-dollar accounts, as well as the lack of stable contact information within the population the Board serves (addresses, phone numbers, and employment con�tacts change frequently).  It appears to the Board that writing off and ceasing collection efforts for aged, uncollectible accounts serves the public purpose by avoiding the costs associated with perpetual carrying of such accounts on the books (such as postage, computer storage, processing, and employee time that could be directed to other projects), as well as allowing accurate reporting of its financial status to the public as required by law.





	With regard to the latter consideration, you indicate the Board seeks to comply with legislation requiring it to report its financial status in accordance with generally recognized standards of financial accountability.  See, e.g., 1973 Ala. Acts No. 1197, 2008.  You further note that the Governmental Accounting Standards Board (“GASB”) is an independent, not-for-profit organization that establishes and improves uniform standards of financial accounting and report�ing for U.S. state and local governments.  Governments and the accounting industry recognize the GASB as the official source of generally accepted accounting principles (“GAAP”) for state and local government.  Compliance with GASB’s standards is enforced through the audit process, when auditors render opinions on the fairness of presentations in conformity with GAAP, and through the laws of the state that require governmental entities to prepare GAAP-based financial statements.  GASB issued Statement 34, Basic Financial Statements - and Management's Discussion and Analysis - for State and Local Governments in June 1999. The statement establishes a new financial reporting model for state and local governments.





	You further indicate that with the implementation of GASB Statement 34 and other related statements, local governmental financial reporting changed to follow much of the same reporting as the private sector. As such, write-off of accounts receivable deemed uncollectible has become widely recognized as important for proper revenue recognition.  For example, you indicate the Government Finance Officer’s Association (“GFOA”) now recommends that local governmental entities establish an accounts receivable write-off policy consistent with the requirements of GASB and applicable state law.  GFOA Rec�ommended Practice, Revenue Policy: Accounts Receivable Controls (2003).





	You note that the write-off of indebtedness and forbearance of collection of accounts receivable may conceivably be construed as a grant or contribu�tion of public funds and, if so construed, run counter to state constitutional mandates against such grants. Historically, there is a strong public policy against the granting of public funds to private groups or corporations, whether for profit or not.  This public policy is articulated in sections 93 and 94 of the Constitution of Alabama.  Section 94, applicable to counties and municipalities, prohibits the Legislature from authorizing any county or municipality of the state to “grant public money or thing of value in aid of, or to any individual, association or corporation, whatsoever.”  Ala. Const. art. IV, § 94 (amends. 112 & 558).





	Although the write-off of indebtedness and forbearance of collection of accounts receivable may conceivably be construed as a grant or contribu�tion of public funds, the language of sections 93 and 94 has been inter�preted by the Supreme Court of Alabama to allow the appropriation of public funds in such a way that may benefit private entities, but only when the appropriation is for a public purpose.  Slawson v. Ala. Forestry Comm’n, 631 So. 2d 953, 956 (Ala. 1994); Bd. of Revenue & Road Commissioners of Mobile County v. Puckett, 227 Ala. 374, 149 So. 850 (1933); Opinion of the Justices No. 269, 384 So. 2d 1051 (Ala. 1980); Opinion of the Justices No. 261, 373 So. 2d 290 (Ala. 1979).  





	In Slawson, the Alabama Supreme Court considered the propriety of the use of the resources of the Alabama Forestry Commission to support various nonprofit organizations.  In that regard, the Court considered the nature of the requirement of a public purpose for the granting of funds to private entities.  The Court stated as follows:





In Opinion of the Justices No. 269, 384 So. 2d 1051, this Court was asked whether the appropriation of state funds to nonstate agencies and organizations was for a “public purpose” and, thus, did not violate §§ 93 and 94 of our constitution, as interpreted by Puckett, supra.  Although we were unable to give an advisory opinion because the question asked presented a mixed question of law and fact, we did provide guidelines as to what constituted a “public purpose.”  Quoting Clifford v. City of Cheyenne, 487 P.2d 1325, 1329 (Wyo. 1971), we stated that, gener�ally speaking, a public purpose “has for its objective the promotion of public health, safety, morals, security, pros�perity, contentment, and the general welfare of the community.”  384 So.2d at 1053 (citations omitted).





“‘The paramount test should be whether the expen�diture confers a direct public benefit of a reason�ably general character, that is to say, to a significant part of the public, as distinguished from a remote and theoretical benefit. . . .  The trend among the modern courts is to give the term ‘public purpose’ a broad expansive defini�tion.’”





Id.  “[T]he question of whether or not an appropriation was for a public purpose [is] largely within the legislative domain rather than within the domain of the courts.”  Id. at 1052; Opinion of the Justices No. 261, 373 So.2d 290; Puckett, supra.  “The Legislature has to a great extent the right to determine the question, and its determination is conclusive when it does not clearly appear to be wrong, assuming that we have a right to differ with them in their finding. . . .  Taken on its face, it is our duty to assume that the Legislature acted within consti�tutional limits and did not make a dona�tion, when such construction is not inconsistent with the recitals of the act."  Puckett, supra, 227 Ala. at 377-78, 149 So. at 852.





Our earlier decisions deferred to the legislature's deter�mination that the appropriations were for a public pur�pose.  The trial court, in its summary judgment order, relied on these decisions in giving deference to the Commission's determination, "absent compelling evidence to the contrary," that its support of Stewards was “for a public purpose in a broad, general sense.”  The trial court found that Slawson and Furman did not meet their burden of proving that the Commission's support of Stewards was “clearly wrong, illegal, or unconstitutional.”





Slawson, 631 So. 2d at 956; see also, Puckett, 227 Ala. at 374, 149 So. at 850; Opinion of the Justices No. 269, 384 So. 2d at 1051; Opinion of the Justices No. 261, 373 So. 2d at 290.  





	The Supreme Court, in Slawson, affirmed the granting of the summary judgment by the trial court upon the issue of public purpose based upon the determination by the Forestry Commission that the expenditure was for a public purpose consistent with the goals of the Forestry Commission. This Office has previously opined that whether an appropriation serves a public purpose is a decision to be made by the political entity or state agency with the authority to make the appropriation. Opinions to Honorable Jimmy C. Lunsford, Mayor, City of Troy, dated February 21, 2003, A.G. No. 2003-081 and to Honorable Kathy E. Sawyer, Commissioner, Department of Mental Health and Mental Retardation, dated July 17, 2002, A.G. No. 2002-285.  Based on the precedent of Slawson, the Board may forego collection of the indebtedness of uncollectible accounts receivable if it first determines the write-off is done for a public purpose consistent with the goals of the Board.








CONCLUSION





	The Jefferson County Board of Health may legally write off and otherwise forego collection efforts as to the indebtedness of uninsured and Medicaid patients after a determination by the Board that specific accounts receivable are uncollectible and that a public purpose is served in writing off such accounts.  





	I hope this opinion answers your question.  If this Office can be of further assistance, please contact John Wible, Legal Division, Department of Public Health.





Sincerely,





TROY KING


Attorney General


By:











BRENDA F. SMITH


Chief, Opinions Division
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