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REPORT OF INDEPENDEN| CERTIFIED PUBLIC ACCOT'NTANTS

The Board of Trustees
washington County Hospital District No. 1

d/b/a Hanover Hospital

we have audited the accompanyj-ng financial statements of the business-tl4)e
activity of Washington County Hospital Distsrict No. 1 d/b/a Hanover Hospitsal (Ehe
Hospital), as of and for the years ended December 3L, 2oL7 and 2015, and the
related noEes to the financial statements, which collecEively comprise tstre
Hospital's basic financj-al statements as Iisted in the table of coBtents.

Ma!,age8eD.t t E ReEpoDsibiliEy for Ehe Filarrcla1 SEateDetltE

Management is responsible for the preparation and fair presentation of these
financial statsements in accordance with accounting principles generally accepted
in the United states of America; Ehj,s includes ttre design, implementation, and
mainlenance of internal control relevant to the preparation and fair presentaEion
of financial statements thaE are free from naterial misstatenent, whether due Eo
fraud or error.

Auditor' a Reaponsibility

Our responsibilihy is Eo express an opinion on these financial statements based
on our audiEs. we conducted our audiEs in accordance with auditing standards
generally accepted in the UniEed states of Anerica arld the lGnsas Municipal Audj-t
and Accountj-ng cuide. Those standards require that we plan and perform the
audits to obEain reasonable assurance about whether the financial statements are
free from maEerial misstaEement.

Ar1 audiE involves performj-ng procedures Eo obtsain audits evideuce about the
amounts and disclosures in the financial stsatemerrts. The procedures selected
depend on the auditor's judgment, including Ehe assessment of the risks of
material misstatement of the financial sEatemenes, whether due !o fraud or error.
fn making those risk assessments, the auditor considers internal control reLevant
to the entiEyrs preparation and fair presenEation of the financial statemenEs in
order to desj-gn audit procedures that are appropriate in Ehe circumstances, but
not for the purpose of erq>ressing an opinion on the effectiveness of the entiiy's
internal conErol. Accordingly, we express no such opini-on. An audi-c also
includes evaLuating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimaLes made by management, as well as
evaluating the overall presentation of the financial statements.

Except for the matter described in the "Basis for Disclaimer of Opinion on ttre
Dj-screEely Presented component uniL, paragraph, we believe the audit evidence we
have obtsaj-ned is sufficient and appropriate to provide a basis for our audit
opirrion.
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Bagie for Disclaiuer of oPitlion oD the Diacretsely PreseDted comPoDe!! UDit

The financial statements of the discretely presented componenE urit, washington
-"rrriy r"":,ut Care Foundation (the Foundttion) , have noL been audited, and we

were ;-}oL engaged to aud.it the Foundation's financial statements as part of our

""ait "i iirE fi"splt"f's basic financiat statements. The Fouldationts financial
aciivities are included in the Hospital's financial statements as the only
discretefy presented component unit .

DiEclaimer of opiD.ion

Because of the siginificance of the matter described in the "Basis for Disclaimer
-i opinion on th; Discr:ete1y Presented component unit" paragraph, we.have not
feen'aUte to obtain sufficieirt appropriate iudit evidence to provide a basis for
ir-""Jii tpinion on the finai;ial statements of the discreEely presented

"t*p""".t 
,irlt ot washington county Hospital District No' 1 d/b/a Hanover

i"=iitrf. Accordingly, -we do noC express an opinion on these financial
statements.

UDnodified opiaioll

In our opinion, the financial statements referred to above preselt fairly' in all
..t"ii"l' respects, the respectlve financial . position of the business-t,'pe
a.ti.,:-ti"s of' washington cor.rirty Hospital Dist'ric1 No' 1 d/b/a Hanover Hospital'
as of Decem.b er 31, -2017 and 

-20161 and the respecLive changes in.financial
;.rtr;;;J cash',f1ows thereof for the years then ended in accordance h,ith
i"--rrrtirrg principles genera1ly accepted in the united states of America'

UD.certai[ly RegardiDg GoiDg Collcerll

The accompanying financial sLateme[ts have been prepared- assurning that the
lr.=pit"r iiti ."ot tirrr..e as a going concern ' - As discussed in Note B to the
iirl.r"i"l statements, tfre iospiiat'6 history of operating losses and decreases in
..I-p""itf"" and minimal a"y3 .""t on hand-; raiies substantial doubt about its

"Uifity 
to continue as a going concern. Management's pfan-s regarding those

;;at;;; aie described in N5te E- The financial statements do not include any
;aj;;a;""t" that might t..,lii t.". the ouLcome of this uncertainty' our opinion
is not modified with respect to this matLer'

Other MatterE

lequired SuppTementary Inf ofinat ion

ManagemeDt tras omiEted a management I s discussion and analysis that accounting
p.i"iipr"= generally 

""""pLEa- 
i" the ullited .states of America require to be

ii""."'i.a # tuppi"*"J- lt " t..:-. f inancial statements ' such missing
information,although""t.-p"ttofthebasicfinanciafstatements'isrequired
bv the GovernmenEal accouniing standards Board' who considers. i-t to. be an

I'"=."i-i"i-p"iJ-"? 
-iirr.".i"f rep5rting for placing rhe basic financial statements

in an appropriate operatilnJi 
-.""t'"--^1",- 6r hi-"toricaI contexE ' our opinion on

rhe basic financial "t",;;;;a; 
is not aitecred by this missj-ng information'

oxher InforTnation

our audit was conducted for the purpose of forming an opinion on tshe- financial
statements that collecti-v-e-1y ;;6;i'"; uhe washinglon County Haspital. Dj strict
No. 1 d,/b/a Hanover n""pltif baiic financial statements' The supplementary
information, as listed i-n the cable of contents, is presented for- purpases of
il;1;i;;;i-;"i1ysis and i. ,,ou . required part of the basic financial statements '

The supplementsary information is the responsibility of maragement "t9 Ii: derived
from and. relates ai.".t -Ll'-1" 

- 
tt " 

tl'a"'fyi"g accoGting and other records used to
pi"p"i"-tir" Lasic financ-iaI statsements' such information has been sulcjected to
it "-""aiti"g 

procedures 
-ilpriea in the audit of rhe basic financial statemeDts



and certain additional procedures, including comparing and reconciling such
informaLion directly to the underlying accounting and other records used to
prepare Ehe basic financial statements or to the basic financial statenents
themselves, and other additional procedures in accordance with auditing standards
generally accepted in the united states of America. rn our opinion, the
lupplementary information is fairly stated, in all maEerial respects, in relation
to the basic financiaf statements as a whole'

yd,anry J* *lrlui=4[n!q- LLcr
Topeka, Kansas
,fune 15, 2 018
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!{ASHTNGTON COUNTY HOSPTTAI DISTRICT NO. 1

D/B/A HANoVER HoSPITAIJ

STATEMEI{TS OF NET POSITION

December 31,

2077 2AL6
(unaudj.ted)
Componenf

Hospital unit Hospital uniE

S 1s3,894 g G1,435 g 1-33,792 g 2s,G55

CURREIIT ASSETS
cash
Patient accounts receivable, net of

alloerance for uncollectible accounts
of 9399,100 in 2017 ard g5O9,OOO

in 2016
Estinatsed third-party payor settlehents
Property Eaxes receivabLe
Inventories
Prepaid expenses

ASSETS LITIITED AS TO USE
Board-designated assets

CAPITAI ASSETS - NET

TOTAL ASSETS

(Unaudited)
Cornponent

Total current assets 1,023,6\2 51,435 1,097,551 25,655

587,553

85,559
161t974

34 ,522

35,801

589,630
r40 ,227

a3 ,662
L37 t 089
13,151

10,950

374,295 358,553

5r,433,70e S 57,435 57,467,o74 5 2s,6ss

The accompanying notes are an int.egral part of these statenents.



LIASTLITIES, DEFERRED INFLOWS OF RESOI'RCES, AND NET POSITION

2al7 20].6
(Unaudited)
Component

(Unaudited)
Componel!ts

Hospital un j-t Hospital uniE

CIJRRE]fT LIABILITIES
Current maturities of long-tern

obligaEions
Accounts payable

- s 4s,000 s -
228,641
2O4 ,040

93 ,53'7

5 62 ,3'14 S

!90 ,2O4
Accrued salaries, wages, and benefitss 205,6L7
Accrued vacation pay aa2 ,358
Estimated third-partypayor settslemenLs 722,843

TotaL current liabilities

LoNG-TERM oBLIGATIONS, less current
maturities

Total- liabilities

DEFERRED INF],OWS OF RESOIIRCES

Deferred property tax revenue

693,376

47 , 415

'7 40 ,'7 92

a5,559

85,559

571 ,258

55,000

Total defeffed inf lora's of
resources

- 626 ,254

a3,662

a3,662

NET POSITION
Net investment in capital assets 3a9'5O4 358,553
unrestricted 2A1 ,853 6a,435 398,591 25'655

TotaL net positsion 607,35'1 61,435 '157 '!54 25 '655

TOTAL I,IABI],ITIES, DEFERRBD INFIOWS OF

REsouRCEs, AI{D NEr PosrrroN $ 1, 43ll!q i----q!4-1 t}/Sl!-91! t----2a!-925



WASHINGTON COUNTY HOSPITAI DISTRICT NO. 1

N /P /A HIU,JOVER HOSPITAI

STATEMENTS OF REVENT]ES, EXPENSES, AND CHANGES IN NET POSITION

Year ended Decem.ber 31,

204'7 2016
(Unaudited)
ComPonent

Hospital unit

(gflaudited)
ComPonent

HosDiEal unit

OperaCing revenues
Net patient service revenue
Amlculance sullsidy

Total operating reveoues

operatiDg expenses
salaries and wages
Ernployee benefits
supplies and other
Depreciaeion and amortization

Total operatj-ng expeuses

operating loss

Nonoperat ing revenues (expensea)
Property taxes
Noncapitat conlributions a.rrd grantss
lnvestment income
IDterest expense
Otl.er

Nonoperat ing revenues (expenses)

ChaDge in net Position
Net position at beginning of Year

Net posicion ats end of Year

s 3,588, 91s
35,555

3 ,724 ,477

2 ,120 ,',l 7I
424,126

1,389,408
65,255

3 ,999 ,567

(27s ,096)

97 ,676
L6 ,65\

479
14,596)
20,5A9

L25,299

(].49 ,'197 \
'757,454

t---99J:221

$3,498,715
33,540

3 ,532,256

2,148,933
443 , A99

L,212 ,92O
88 ,421

3,894,173

(361,91?)

88,465
LL1,066

311.
(290)

14,881

220 ,433

1L4t ,484)
898,538

9--J2l-:1:!

103,5002 ,460

2,460

(2 ,4601

38,150
80

103,500

{103,s00)

111, 033
24

38,240

35,?80
25,655

$ 61,43s

111, 057

q----4r-9ls

The accompanying notes are an integral part of these statements.



WASHINGTON COUNTY HOSPITAT DISTRICT NO. 1

D/B/A HANOVER HOSPITAI

STATEMENTS OF CASH FLOWS

Year ended December 31,

(unaudiced) (unaudiEed)
Co[ponenC Component

Hospital urig Hogpital uniu
caeh flows from operating activitie8

Receipts frorn and on behalf of patients 53,953,922 S - $3,335,516 S -
Palrments to or on behalf of eftployees (2,524,4961 12,6L9,5L9'l
Palments Eo suppliers O,474,L4j"1 (L,a67,28L\
other receiDtg and Davments 35,555 (2,460], 33,540 (103,500)

Net cash used by operating
acEivj-Eies (9,159) (2,460) l4l'I ,7441 (103,500)

Cash ftows from noncapital finarcing
activiti-eg

Property taxes 97 ,6'76 88,455

20L7 20L5

Noncapital contributionE and grantss 16,651 38,160 LL1,066 111.033
Issuance of note payable
Pa)rmenEs on note payable
Issuance of loan payable
Palments on loan payable
InteresE paid
Other nonoperating receiptE

cash flows from investing activities
Investnent incone

Net cash provided by noncapiEal

.financing acEivities

Cash f1o'.rs from capital and related
finalcing activities

Plrrchase of capital assetg
Palrments on capital lease obligations (5,7661
Interest paid (3 ,4401

Net cash used by capital and
relaEedfinancingactivitj.es /.29,637)

82,A60 38,240 320,722 111,0s7

(20 ,43L) (11,882)

(45,000)
(1,1s6)
20,649

100,000
(100,000)
100,000

129o)
80 14, 881

- (11,882) -

8'7 9 311

Net cash provided by investing
activities 479 311

Net change in cash 44t943 35,780 (109,193) 7,557
cash at begiming of year 144,752 25,555 253,945 18'098

cash at end of year 9---1-92-,-€-2L E-----qL3-:! 9---]!3-!llz t----25.98

The accompanying notes are an integraL part of Lhese statements.



WASHINGTON COI'NTY HOSPITAf, DISTRICT NO. 1

D/B/A HANOVER HOSPITAf,

STATEMEMIS OF CASH FLOWS - CO}CTINI]ED

Year ended December 31,

2Aa'7 2016
(Unaudited)
Component

(Unaudited)
Comporrent

Reconciliation of cash
Cash
cash included in board- designated

assets limited as to use

Toaal cash

Reconciliation of operating loss tso net
cash uged by operating activities

OperatiDg loss
Adj ustmeDts to reconcile operating

loss to net cash used by operating
activiti.eE

Depreciation and amortization
Provisiou for bad debts, net
changes ir!

Patients accounts receivable
Estimated third-Party Payor

settlements
Invetrtories and Prepaid

e)apet1ses
Accouttts Payabl-e
Accnled salaries and wages
Accrued vacation PaY

Hospibal unit Hospital unit

s 153,894 s 61,43s 5 a33,7e2 S 2s,5s5

35,801 10, 960

l---l-q2r--2 !----!L,l!! E---!!L13" E----2rr-98

$ (275,096\ I Q,4601 S (361,e1?) S (103,s00)

6s,255
lt1 ,314)

L9,344

253 , O40

(46,2s61
(38 ,477)

18,831

aa ,421
'10 ,629

(150,394)

(83,435)

6,284
39,355
2,6L7

(29,304\

Net cash used bY operating
activities E----1,,1!2 S 

---l?-,I-t-€-9-) l--J!]J-.,fnl9',l S--G-q-?r:q-9-)

supplementaL cash flows inf omation
capiual lease obligations incurred !"----q-q.::1!-q S 

- 

S 

- 

i--

The accompanying notes are an integiral part of these statements'



WASHINGTON COI]NTY HOSPITAI DISTRICT NO. 1

D/B/A HANOVER HOSPITAI

NOTES TO FINANCIAL STATEMEI{IS

December 3L, 20:.7 and 201-5

NOTE A - DESCRIPTION OF REPORTING NTITY AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

A summary of the significant accounting policies consistently applied in the
preparation of the accompanying fj-nancial statements foIlows.

1. Reporting entity

washingEon CounEy Hospital Dislrict No. L d/b/a Hanover Eospital (tshe

Uospi-til), is a p;litical subdivision of the sEate of li(ansas and is governed
by i aoard of Tiustsees. The HospiEal provides acute inpatient, ouEpaEient,
and swing-bed services.

The component uniE discussed in Note A2 is inctuded in the Hospj'tsal's
reportinig entity because of Ehe nagure and significance of its relatj-onship
vrj-th the Hospital.

2. ComponeBt unit

The financial sEatements include the unaudited financial data of the
ai""r"taty presented component unit described below. The component urit is
ieported 's6parately Eo emphasize that it is legally separate from Ehe
Hospital .

washington courty Heatth care Foundation (Ehe Foundation), j.s a noE-for-profit
corporition forrn-ed in March of 1994 to develop 

- 
support for ttre -delivery of

r.""irit"r services, health care, diag'aosis and treatment' health related
eduiation, and to support efforts by the Hospital, the city of Hanover, or
washington county Eo recruit physlcials .to serve Ehe coumunity ' The
foundalion is a&iinistered by a Board of Directors. The Hospital does not
appoi,nt mernbers to Ehe Board of Directors.

3. Basis of accounting

The Hospital and iEs component units use enterprise fund accoulting ' Revenues
and expEnses are recogrriied on tshe accrual basis using Ehe economic resources
measurement focus.

4. Use of estimates

'rhe preparation of financj-al slaEements in conformity wiEh generally accepted

"a""-"r.tl"g 
principles requires managemenL Eo make estimaEes and assumptions

tfrii -"ii"ir' it 
" 

.ipo.t.d -amounts of;ssets and lialcilities and disclosure of

"""ti"g.""f 
assets ina liabilitsj-es at the date of the financial statemenEs and

uir.-iEi"ic.a amounts of revenues and expenses during Ehe reporting Period'
AcEual results could differ from tshese estimates'

5. Cash

The Hospital and its conponent urlit consider aL1 cash and invested cash to be

cash fo? the sEatements of cash f1ows. This represents an accounting policy
.ira"g" "i"." 

previously none of Ehe cash included irl assets limited as Eo use
weie- consiaerid to be castr for lhe statements of cash flows. Comparative
iinanciaf statements of prior years have been restated Eo reflect this charge '
This restatements had no effe6g on previously reported neb position or the
change in net position of the Hospital.



WASHINGTON COI'NTY HOSPITAL DISTRICT NO. 1

D/B/A HANOVER HOSPITAI

NOTES TO FTNANCIAII STATEMENTS ' COMTINI'ED

December 3]., 2O].1 and 2016

NOTE A - DESCRIPTION OF REPORTING EI{TITY AND SI'I4MARY OF STGNfFICANT
ACCOITNTING POLICIES - Continued

6, Propertv taxes

The Hospj-Eal receives financial support from property taxes. Property taxes
are levied in November of each year and are received by the Hospital in Ehe
following year. Property tax revenue is recogrrized in fuU the year following
the year Ehats the taxes were levied, which is the year in which use is first
permitted.

7. PaEient accounts receivable

The Hospital provides for patient accounts receivable thats coufd become
uncollectible in the future by establishing an allowance to reduce Ehe
carrying value of such receivables to their estimated net realizable value.
The Hospital estimaEes Ehis allowance based on the aging of its account.s
receiva-ble and its historical collection experience for each tl4)e of payor.

8. Inventories

Inventories are sEated at the lower of cost or market as determined on Ehe
first-in, first-out meEhod.

9. capiEal assets

Capj-tal asseEs are stated at cost. Depreciat.ion and amortization of capiEal
assets is provided on Ehe sLraight-line method over the estimated useful Lj-ves
of the assets. The est.imated lives used are generally in accordance with the
guidelines established by the American Hospital AssociaEion.

The costs of maintenance and repairs are charged to operating expenses as
incurred. The costs of sigrrificant additions, renewals, and betterments to
depreciable properties are capital-ized and depreciated over the remainj.ng or
exEended estimaEed useful lives of the item or the properties- cains and
losses on disposition of capital assets are included in nonoperating revenues
and expenses.

10. Deferred inflows of resources

Deferred inflows of resources represenE an acquisition of net posicion
applicable to a future period and so will not be recognized as a revenue or
gain until Ehen.

11. Net position

Net position of the Hospital and its component uniE is classified in two
components. "Net investment in capital assetsn consists of capital assets net
of accumulaEed depreciation and reduced by tshe balances of any outstanding
borrowings used to finance the purqhase or constructiorr of chose assets-
,'Unrestricted net positlon' is Ehe remaining net position that does rlot meeE
Ehe definitj-on of "net investment in capiEal assets."



WASHINGTON COUNTY HOSPITAI DISTRICT NO. 1

D/B/A IIANOVER HOSPITAI

NOTES TO FINANCIAI STATEMENTS - CONTINIJED

December 3L, 2OL7 and 2016

NOTE A - DESCRIPTION OF REPORTING ENTITY AI{D SU}.{MARY OF SIGNIFICAICI
ACCOI,NTING POLICIES . ConEiNUCd

L2. Grants and contributions

From time to time, the Hospital receives grants and contributions from
government agencies, private organizations, and individuals. Revenues from
grants and contributions are recognized when all elj-gibility requirements,
including any time requirements are meE. Grants and contributj-ons may be
restricted for either specific operating purposes or for capiEal purposes.
AmounEs that are urrestricted or that are restricted to a specific operaEing
purpose are reported as nonoperating revenue. Amounts restricted to capital
acquisitsions are reported after nonoperating revenues and expenses. when the
Hospital has both restrj-cted and ulrestricted resources available Eo finance a
partlcular program, j-t is the Hospital's policy Eo use restricEed resources
before rmrestricEed resources .

13. operating revenues and expenses

The statement of revenues, expenses, and changes in net position distinguishes
beEween operating and nonoperating revenues and e)q)enses. operaEing revenues
result from exchange transacEions associated witsh providing health care
servi.ces, which is the Hospj.tal's principal activily, Nonexchange revenues,
including taxes, grants, and contributions received for purposes other than
capital asset acquisition, are reported as nonoperating revenues. operating
expenses are all elq)enses incurred to provide healEh care services, other than
financing costs.

l-4. Net patient service revenue

Net patient service revenue is reported at estalclished charges with deductions
for discounts, tshe provisj,on for bad debts, and contractual adjustments,
including estimated retroactive adjusEments under reim.bursement agreenents
wj,tsh tshird-party payors. Retroactive adjusEments are accrued on an estimated
basis in the period the relaEed servj.ces are rendered and adjusEed in future
periods as final settlements are determined.

15. Income taxes

The Hospital is exempt from federal i,ncome taxes pursuant to Section 115 of
the Internal Revenue Code.

The Fouldation is a not-for-profit corporation as described in
secEion 501 (c)(3) of the Internal Revenue code and is exempE from federaL
income taxes on itss related income pursuant to secEion 501 (a) of the code-

15. Subsequents events

The Hospital and its components unit have evaluaEed subsequenE events through
the datse of the independenc certified public accoulrtanEst report, which is the
date the financial statenenEs were available to be issued,

10



WASHINGTON COT'I{TY HOSPITAT, DISTRICT NO. 1

D/B/A HANOVER HOSPITAI

NOTES TO FINANCIAI, STATEMENTS - CONTINI'ED

Decenber 3!, 20L7 and 2015

NOTE B . REATIZATION OF ASSETS

The accompanying financial sEatemenEs have been prepared in confomity with
generally accepted accouDting principles, which contemplaFe conEinuation of
Ehe Hospital as a going concern. The Hospital incurred oberating losses of
i275,o96 and $351,91? during the years ended December 3)-, 2OL7 and 2015,
respectively. Totaf net position decreased by 5L49,797 and $141,484 during
2017 and 2015, respectively. The HospiEal's liguidity posiEion remains
challenging with days cash on hand aE 18 days at December 3f, 2OL'1 .

In view of the matter described in the preceding paragraph, recoverability of
a najor portion of the recorded asseE amounts shown in the accompanying
staEement of net positj-on is dependent upon continued operations of the
Hospital which, in turn, is dependent upon the Hospital,s ability to meet its
financing requirements on a conti.nuing basis, to maintain presenE financing,
and to succeed in its future operaEions. The financial statements do not
include any adjustments refating Eo Ehe recoverability of recorded asset
amounts or amounEs and classifications of liabilities that might. be necessary
should the Hospit.al be unable !o continue in existence.

The Hospi.Eal administraEion recognizes Ehe j-ssues with accumulating ongoing
decreases in net position. Immediate plans include:

. fmplementing a nev, compuEer system that wil). improve the Hospital's
charEing and billing processes -

. F\Edraising by the Foundation to be used for capital needs and operations
of Ehe HospiEal.

. Increased cash f1ov, is oq)ected from the decrease in ttre Medicare swing-
bed nursing facility carve ouE rate in 2018, which results in higher
a11owable costs for reimbursement. from Medicare.

. Adding additsional revenue
beginnj-ng in 2018.

Management believes tshat the
grenerate sufficient cash flows

by providing CAT scan services ats Ehe hospital

actions taken wiLl enable the Hospital to
to sustain operations.

NOTE C. NET PATIENT SERVICE REVENI'E

The Hospital has agreements with third-party payors that provide for palments
to the Hospital at amourts different from iLs established charge rates. The
amou.nts reported on the statements of net position as estimated tshird-party
payor settlementa consist of the estj-mated differerrces bet\^'een the contractual
amoullts for providing covered services and lhe int.erim palrments received for
Ehose services. A summary of the pa)rment arrangements with major Ehird-partsy
payors follows:

Medicare - The Hospital is a critical access hospiEal for purposes of the
I'tedicare program and is paid for services rendered to Medicare
beneficiaries under various cost reimbursement methodologies. T'lxe HospiEal
is paid for cost reimbursable iEems aE Eentative rates with final
settlemenE deEermined after submission of annual cosE reports by the
Hospital- and audits or reviews thereof by the Medicare administrative
contracEor- The Hospital's classificatlon of patients urder the Medicare

11



WASHINGTON COT'I\I]IY HOSPITAI DISTRICT NO. 1

D/B/A HANOVER HOSPITAL

NOTES TO FINANCIAL STATE}.{E]MS - CONTINUED

December 3L, 2OL7 and 2015

NOTE C - NET PATIEII'I SERVICE REVENITE - Continued

program and tshe approprj-ateness of their admission are su.bject to an
independent review by a peer review organization. The Hospital's Medicare
cost reportss have been audit.ed or reviewed by the Medicare administraEive
contractor through December 31-, 20L6.

Medicaid - HospiEal services rendered to t{edicaid program beneficiaries are
paid at prospectively deterrnined rales. These rates vary according to a
patient classification system thaE is based on clinical, diagnostic, and
other factsors. Nursing facility services are paid at prospectively
determined per diem rates set anrlually on the basis of cost information
from preceding calendar years.

Blue Cross and Blue Shield - A11 services rendered to patienEs who are
insured by BIue cross and Blue shield are paid on the basis of
prospectively determined rates per discharge or discounts from established
charges.

The Hospital has also ent.ered into pa]rment agreements with certain
commercial insurance carriers and preferred provider organizations. The
basis for payrnent Eo the Hospital under these agreements includes
prospectively determined raEes per discharge, discounts frorn est.ablished
charges, and prospectively deEermined daily rates.

A summary of gross and net patient service revenue follows:

20L7 20L5

s4 , 400, 515
(83L,27L)
(70,629)

f_3.a1P!/tq

Gross paEient servj-ce revenue
ContracEua]. adjustments
Provision for/recovery of bad debts

Net pat j-ent service revenue

$4, 985, 05s
(L, 3L4 , s24l

L7,374

$3,688, 91s

Revenue from the Medicare and Medicaid programs accounted for approximalely
59 percent and 4 percent, and 61 percent and 7 perceBE of the Hospital ,s net
patj.ent service reveDue during 2017 and 2016, respectively. Laws and
regulations governing the I'ledicare and Medicaid programs are extremely complex
and subject to interpretation. As a result, there is at least a reasonable
possibility that recorded estimaEes could change by a material amount in the
near term.

NOTE D - ATLOWANCE FOR I]NCOI,I,ECTIBLE ACCOTICIS

The Hospital accrues incerest finance charges orr patient accounts receivable
serrt to collectiorrs. The annual interests ratse of 10 percent j-s applied on a
monthly, prorated basis. Interest amounts are included in patient accounts
receivabLe, bub are taken into consideration in the calculation of the
allowance for uncollectible accounts. The Hospital's aLlowance for doubcful
accounts was 95 percent and 94 percent of self-pay accounEs receivabLe ats
\rune 30, 2017 and June 30, 2015, respectively. The Hospital's net bad debt
wriEe-offs were $119,355 and $1,953 for the years eEded ,fune 30, 2017 and
,fure 30, 2015, respectively.
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WASHINGTON COI'N|Y HOSPITAI DISTRICT NO. 1

D/B/A HANOVER HOSPITAI

NOTES TO FINANCIAI STATEMEMTS - COMTINI'ED

December 3L, 2oL7 and 2015

NOTE E . ASSETS LIMITED AS TO USE

AsseEs limited as to use consist of assets desigrrated by the Board of Trustees
to be used for the operating expendilures alld capital asset replacement or
acquisition for ambuLance services, These assets may be used for other
purposes at the dj,scretion of the Board of Trustees and were invested in cash
at December 3!, 2Ol7 and 2015.

NOTE F - DEPOSITS WITH FINANCIAL INSTITUTIONS

Kansas statuEes authorize the Hospital, wiEh certairr restrictions, to deposit
or invest in open accor.rnts, time deposits, certificates of deposit, repurchase
agreements, the State Treasurerrs municipal investment poo1, and U.S. Treasury
bj-I1s and notes. Kansas staEutes also require that collateral be pledged for
bank deposits with a fair markeE value equal to 100 percent of the uninsured
amounts and must be assigned for the benefit of the Hospital.

At December 3]., 20L7, the carrying amount of the HospiEal's bank deposit.s was
S189,575 and Ehe bank balances were $181,378. Of the bank balances, the
enEire amount was covered by federal depository insurance.

The Hospital's bank deposits are included in the Hospitalrs financial
slatements under the foLlowing categories:

Cash S 153 ,874
Assets limited as to use

Board-designated assets 35,801

Total bank deposirs $ 189,575

13



WASHI}IGTON COUNTY HOSPITAI DISTRICT NO. 1

D/B/A EANOVER HOSPITAI

NOTES TO FINANCIAIJ STATEMENTS - CONTINI'ED

December 3L, 20L7 and 2015

NOTEG-CAPTTALASSETS

Capital asset additions, retirements, and balances are as fo].lows:
2077

Beginning
balance

I !4,229
33, 94s

L,t76 ,676
608,789

L,455,073

2,998,712

L4,745
6L,657

75 ,802

Ending
balance

$ L4,229
33,94s

1,L76,676
622,934

1,187 ,219

3, 035, 063

39,451.

39,451

39 ,451

Addirions/
transferg ReEiremeEts

c-tLand
Land improvemenE s
Buildings
Fixed equipment
Major movable equipment

ToEaIs ats historical cost

Le99 accumulatsed depreciaCion
Land improvemenEs
Buildings
Fixed equipment
Major movable equipmenl

Construceion in progresg

Capital assets, net

Land
Land improvenents
Buildings
Fixed equipment
Major rnovable equipment

Totals at historical cost

Less acclunulated depreciation
Land inprovementg
Buildings
Fixed equipmeot
Major movable equipment

conEtsrucitotl in progresa

Capitat assets, net'

30,326 708
1, 011 , 919 1A ,276

48L,742 22,500
L, ag,044 23,77L

2,643,03L 65,255

35s, 581 L0 ,547
2,482 s, 18s

$ 3s8, s63 S 1s,732

31,034
1, 030 , 195

504,242
1, 103 , 364

2 ,654 ,835

366,228
I,O57

E---311J22:-

2015
Beginning
balance

s 74,229
33,94s

7 ,1-7 6 ,67 6
608 ,789

r,L56,073

2,9A9 ,'772

29 ,619
993,318
440 , 48t

r, o9t, L92

2,554,6)-0

435 ,)-02

Additions/
transfers

Endino
Retirements balance

I t4,229
33,94s

L,L76,6'76
608,789

L,165 , O73

2 , 998 ,712

30,326
1,011,919

48L t7 42

2 ,643 , O3r

355,581
2,442

707
18,501
4A,26!
27 ,852

aa ,421

179 ,4211
2 ,442

$43s,102$(?6,539)s-$358,s53



Decemlf,er 3L, 2OL7 and 2016

NOTE H - IONG-TERM OBLIGATIONS

Long-tserm obligations are sunmarized as follows:

Noninteres! bearing loan from an i-ndividual
in the original amount of 9100,000, due
in equal monthly paymentss of $5,000, ending
November 2018

Capital lease obligat.ion, impuLed iDterest
rate of 6.95t, collateralized by leased
equipment with an amortized cost of 955,491
aL Decenber 37, 20r.7

Less currenE maturitieg
Long-tenn obligations, excludj.ng current

maturities

WASHINGTON COI'NTY HOSPITAI DISTRICT NO. 1

D/B/A HANOVER HOSPITAI

NOTES TO FINANCIAI STATEMEI.ITS - CONIINITED

20L7 20L6

55, 000 s 100,000

The following is a summary of changes in long-lerm obligations:

OuEstanding at January l, 2Of6
Proceeds from promissory note payable to bank
Principal payrnents on promissory note payable to bank
Proceeds from loan payable

OuEsEanding at December 3L, 2016
Capitsal lease obligation incurred
Principal paymenEs on loan payable
PrincipaL pa),ments on capital lease obligation

Outstanding at December 3L, 2OL7

54 ,7 90

L09,790
62 ,37 4

$ 47 ,4].6

100,000
45,000

!--E-,-q-q-q

100,000
(100,000)
100,000

100,000
50,555

(45,000)
(s ,7 661

$ 109, 790

On July 'L9, 20:-6, ttre Hospital signed a promissory note to boffow $100,000
fron a Ioca1 bank. The note was aE an j.nterest rate of 4.9 percent. with
principal and interesE due upon maEurity on November L, 20f6. Upon maturity,
the note principal and interest was paid off by the chief Medlcal officer of
the HospiEal. The Hospital and Ehe chief Medical officer entered into a
verbal agreemeut for the repalment of the 5100,000 loan vrith no i.nLerest. The
repalment of the loan wilf be made in 20 equal installments of $5,000 each
from Aprj-l 2017 through November 2018.

scheduled annual debt service requirements on the loan payable are as follows:

Principal Interest Total

$ 5s,000 $ - $ ss,000

$ ss,000 $ - $ ss,000

2 018
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WASHINGTON COIJNTY HOSPITAL DISTRICT NO. 1

D/B/A HANOVER HOSPITAL

NOTES TO FINANCTAL STATEMETVTS - CONTINUED

December 31,, 2017 and 2016

NOTE I{ - LONG- TERM OBLIGATIONS - Continued

The following is a yearly schedule of future minimum
capital Leases as of Decenber 3L, 2OL7 z

Principal Interest

20L8
2079
2020
2027
2022
2023-2024

$ 7,374
1,903
a ,470
9,018
9 ,729

L2 ,236

3,576
3,047
2 ,480
r,872
1 

')153I

lease palments under

Total

$ 10,950
10, 9s0
10, 950
10,950
10, 950
12,774

!--93-,1-2-q L-a2!J]! t--91!:4

NOTE I _ CONCENTRATION OF CREDIT RISK

The HospiEal grant.s credit without collateral to its patients, most of whom
are local residenEs and are insured under third-party payor ag:reements. The
mix of receivables from paEj-ents and third-party payors is as follows:

Medicare
Medicaid
Blue Cross
Other third-party payors
PatienEs

20L7

43?
3

15
34

1e9?

2016

25t
4
5

19
46

1!et

NOTE J - REI,ATED PARTY TRANSACTIONS

During 2017 and 2016, the Hospital received S2,450 and S103,500 from the
Foundation for the funding of general operations, respectively,

The Hospital purchases pharmaceuticals from a loca1 pharmacy thaE is owned by
a member of the Hospitalrs Board of Trustees. In addition, the board menlcer
provides pharmacy services to the Hospital. Approximately S231,000 and
$209,000 was recognized as expense related to lhese goods and services during
2017 arrd 2015, respecLively.
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WASHINGTON COUNTY HOSPTTAI, DISTRICT NO. 1

D/B/A HANOVER HOSPITAI

NOTES TO FINANCIAL STATEMENTS . CONTINI'ED

December 3]., 2OL1 and 2016

NOTEK.RISKMANAGEMENT

The Hospital is insured for professional liability under a comprehensive
hospital liability policy provi-ded by an independent insurance carrier \^'ith
limits of $2oo,ooo per occurrence up to an annual aggregate of $600,0oo for
all claims made during the policy year. The gospital is further covered by
the Kansas Health care Stabilization Fund for clai.ms in excess of its
comprehensive hospital liability policy up to $300,000 pursuant to any one
j udgment or settlement against the Hospital for any one party, subj ect to an
aggregate limitation for all judgments or settlements arising from all claims
made in the policy year in the amount of $900,000. All coverage is on a
claims-made basis- The above policies hawe been renewed through october 15,
2018. The HospiLal j,ntends to renew this coverage on that date and is aware
of no reason why such coverage would be denied at that time.

rn addition to the risk disclosed elsewhere in these financial statements and
uotes thereto, the Hospital is exposed to various risks of loss related to
torts; theft of, damage to, and destruction of assets; errors and omissions,'
injuries to employees; and natural disasters. The Hospital purchases
commercial insurance for these risks. settled claims have not exceeded this
commercial coverage in any of the past three years.

NOTE L _ SI'BSEQUEI{]T EVENTS

The Hospital obtained Rural l{ealth Clinic (RHC) status for the independent
clinic attached to the Hospital facility with an effective accreditation date
of December A, 2OL7. Ownership of the clinic was transferred to the Hospital
in 2018.

The Hospital intends Lo issue $2,2oo,ooo in general oblj-gation bonds for the
purpose of improving, furnishing, and equipping the Hospital's facilities. on
I'lay 15, 20L8, a vote was held in the Hospital's taxing district approving the
issue,

NOTE M - COMMITMENTS AND CONTINGENCIES

The Hospital purchases professional and general liability insurance to cover
medical malpractice and other liability claims (see Note ,f). No accrual for
possible lolses attributable to incidents that may have occurred but ttrat have
-not been identified under the Hospital's i.ncident reporting system has been
made because the amount is not reasonably esti.matable. Based on historical
experience and present condi.tions, its is the opinion of marragement that any
cliims or expenses for unasserted qlaims related to periods prior to
Decernlcer 3L, 20L7, will have no material effect on the financial statements of
the Hospj"tal .

In Ju]3e 2OL1 , t':rre Hospital entered i-nto a six-year lease agreement for a CT

scanner. Total cost of the CT scanner is approximately $362,500, and lease
payments during the lease terms will be $5,865 per month. The lease interest
rale ls 5.16 percent. The lease agreement wilf be accounLed for as a capital
Iease. The cT scanner is expected to be installed during 2018'

7'7



WASHINGTON COUNTY HOSPITAL DISTRICT NO. 1

D/B/A IIANOVER HOSPITAL

NOTES TO FINAI{CIAL STATE!.{E1{TS . CONTINUED

December 31,, 20J.1 and 2015

NO?E M - COI{MITMENTS AND CONTINGENCIES - Conlinued

In September 20L7, L}le Hospital sigrred an agreemenE for the j-nstallation of a
cloud based paEient accounEing and electronic medical records system. The
agreement ca1ls for a $20,000 onboarding fee, no fees during Ehe first three
months after the "Go-Live DaEe,r' and 5.44 percent of monthly collections
begj.nning in the fourth nonth. In the month followi.ng the ',co-Live Date,'r a
S20,000 credits wi-11 be issued. rhis is a one-year agreement and will
automatically exEend for additional consecuEive olle-year tserms unless
terminated by either party. The ',Go-Live DaEe'r is May 1, 2018.
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}iASHINGTON COUNTY HOSPITAL DISTRICT NO. 1

D/B/A IANOVER HOSPITAI

SCHEDI'LE OF REVE}Ii'ES, EXPHDITT'RES, AND CHANGES IN FI'ND

BAI.ANCE - BUDGET AND ACTUAL - BIJDGETARY BASIS

OPERATION AND MAINTENANCE FIIND

Year ended December 3L, 20L7

Reverues
Net patient service revenue
Taxes
Other

Total revenues

Expenditures
salaries and wages
Employee benefiEs
Supplies and other
capital outlay

TotaI expenditures

Revenue over (urder) expenditures
Pu-nd balance, beginning of year

ltrd balance, end of year

4 ,036 ,740 4 , 036, 780

(87,LL2) (81 ,].L2)
244,914 244 ,9t4

i L97,802 S 197 , AO2

3,955,104 7L,576

(110, 73I ) l.23 ,626)
398, 591 rL3 , 677

$--?919!3 €----:9-,!+

Original
budqet

s3 ,5L4 , 4s7
95 ,403

339,808

3,949,65A

Final
budqet

s7 , sL4 ,457
95 ,403

339,808

3 ,949 ,66A

Actual
amount s

budgetary
basis

$3,688,91s
9L,676
13,775

3,854,355

2,L20,77A
424 ,126

1,390,553
29 .63't

variance
wlth final

budget
positive

(neqaEive )

$ 174,4s8
(3,127)

(256 ,033)

(9s,302)

Lt9 ,37 9
lL6 ,926)
(51, 14 0 )
30,363

2 ,240 , L51
407 ,200

L,329,423
60,000

2 , 240 ,151
407 t 2OO

1,329,423
50,000
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WASHINGTON COIJ} TY HOSPITAI, DISTRICT NO. 1

D/B/A }IANOVER HOSPITAI,

SCHEDI]LE OF PATIEMT SERVTCE REIENUE

Year ended December 3L, 2OL7

InpatienE Outpatient

Routine service - acute
swing-bed - skilled
Swing-bed - intermediate care
observation
Nursery
Operating room
Anesthesiology
Radiology
LaboraEory
Physical lherapy
speech therapy
occupational tsherapy
Electrocardiology
Medj,cal supplj-es
Pharmacy
Cardiac rehabilitaEion
Emergency room
Ambulance
Pulmonology
OP professional fees

Gross patient service revenue

Contractual adjustnents
Provision for bad debts, neE

Net patient service revenue

t2_,111_,_928 t2!2J!!!]1 4 , ea6 ,065

(L , 31-4 ,524)
L'7,374

!1 +&:t:

$ 15s, 3s0
309 , L47
969,510

7,470

4,052
300

20 ,243
L65 ,094
766 ,3!7

4 ,592
62,210
1,430

355,813
532 , 646

1,850

604

243 ,295

95 ,462
L3 ,7L7

L05 ,529
156,381
262 , 9A3

r ,25\
1.5,309
5,070

249 ,951
745,76L

41 ,77 5
LL4 , 020
9l ,7 44
26 ,293

90

Total

$ 15s,3s0
309 , L4?
959,510
244 ,7 63

99 ,914
1-1 , 417

]-25 ,172
32).,475
429 ,300

5, 843
77 ,5r9

6,500
6L5 ,710

L,31A , 407
41 ,175

l-l-5,870
9L ,7 44
26 ,497
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WASHINGTON COTJNTY HOSPITAI DISTRICT NO. 1

D/B/A HANOVER HOSPITAI

SCHEDULE OF PATIENT SERVICE REVENUE

Year ended December 31, 2015

Routine service - acute
swing-bed - skilled
Swing-bed - inEermediate care
observaEion
Nursery
operating room
Anesthesiology
Radiolog"y
Laboratory
Physical therapy
Speech therapy
Occupational therapy
Electrocardiolog-y
Medical supplies
Pharmacy
Cardiac rehabilitaLiou
Emergency room
Ambulance
oP professional fees

Gross patient service revenue

Contractual adjusEments
Provision for bad debts, net

Net patient service revenue

i2,s6s,468 $1,83s,148

Inpatsients

$ 156,450
232 ,250
967,470

4,380
3,600
8,466
4,515

11,555
L1A , rA2
124 ,965

LS , 626
7L5

246 , 620
565,530

1, 150
934

OutspatienE Total

$ 1s6,4s0
232 ,2s0
967,470
1L7,970

3,500
97 ,346
Lr , 025

LO9 ,147
347 , A95
393 ,125

4,240
55 ,253
3,18s

424 ,452
L ,254 ,2'7 O

16 ,990
138, 115

67 , 032
350

1r3,590

8a , 920
6,450

9'7 , 592
!69,714
264 , 760

4,240
35,627
2,4'70

134 ,232
5AA,140

L6 , 990
136 , 965
56,098

350

4 ,400 ,6L5

(83t,27r)
(10 , 629)

s 3 ,49A ,7L6
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WASHINGTON COUNTY HOSPTTA', DISTRICT NO. 1

D/B/A HANOVER HOSPITAI

SCHEDTILE OF OPERATING EXPENSES BY FUNCT]ONAL DIVISION

Year ended December 3],, 20].'7

DepartnenU

Routi.ne service
Adult and pediatrics
Nursery

ArIcilIary services
operaEing room
Delivery room
Radiology
taboratory
Physical therapy
Speech therapy
occupational therapy
Electrocardiology
l.ledical supplies
Pharmacy
cardiac rehabilitation
Ernergency room
Ambulance

General services
Nursing administration
Operation of plant
Laundry
Housekeeping

Medical records
Adninistration and general
Ernployee benefits
Depreciation - building

and fixed equiPment
Depreciation - rnajor

movable equipment

939,3A2 34, AB4

EIrIployee
salaries benefits,

and supplies,
waqes and other

s 938,999 $ 34,884
383

Depreciation
and

amorti2ation Total

$ 973,883
383

Percent
of totsa1
operating
exoenses

24 -35
0.01

974,266 24 .36

585,935 910,570

45,4A3
455

2,9't3
99,010

313
23,O79
35,453
15, 485

322,l'tt
40, 503

1 10, 187
'73,59].
25, 586
41,036

118, 581
r'7,'732

20'7 ,644

tl-,564

33, 834
L29,67r
2A1 ,456

4,447
49 ,a2A

22A,L08

105, 853
L2,966

57 ,447
465

36 ,807
22A ,6e!
284 ,456

4 ,484
49 ,428

313
75,478

254 ,56L
15,485

429 , O34
53,459

L,497 ,tO5

l. .43
0.01
o -92
5 -'72
7 .04
0.l-t-
L -23
0.01
1.89
6.51
0.41

10.73
1.34

3'7 -45

2-75
4-LA
o -7'7
L -25
5.18
0.45

11.38
10.50

1. 04

0.59

5 ,239
9,157

88,398
L97

247,344
424,426

110,187
16'7 , a7O

3O ,425
50,193

2O'7 , O'79

1'7 ,929

A)A 1'A

4)-,484 41,484

23 ,714

55 ,255 L,527 ,'195 38.19594 ,46L

52,72O,'7'7A $ 1, 813, s34 s 55,25s s3 ,999 ,56'7 1oo.oo
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WASHINGTON COUNTY HOSPITAf, DISTRICT NO. 1

D/B/A HANOVER HOSPITAI

SCHEDI]LE OF OPERATING EXPENSES BY FIJNCTIONAI DIVISION

Year ended December 31, 2016

Department

Routine service
Adult and pediatrics
Nursery

7rnci1tary services
operating room
Delivery roon
Radiologi].
Laboratory
Physical therapy
Speech therapy
occupational therapy
Electrocardiologi}/
Medical supp]ies
Pharmacy
cardiac rehabilitation
Emergiency roofil
Anbulance

Genelal services
Nursing administration
Operatioi of P1ant
LauDdry
Housekeepinq
Dietary
Medical records
Administration and general
Employee benefits
Depreciation - building

and fixed equipment
Depreciation - major

movable equiPment

salaries
and

waqes

$ 90A,4'1"1
498

Employee
benefits, Depreciation
supplies, and
and other amortization

$ s1,821 s -

TOTAI

s 960,29A
494

PercenL
of total
operating
exoenses

24-65
0. 01

24.67

t-44
0.04
1- .29
5. 80
5.53
0. 07

0.03
2.06
5 -27
0.31

10.63
1.35

3.01
4.54
L. 02
1.45
s. Ll-
0.35

10-18
11.40

1.56

o.'72

904 ,9'7s

43,655
4,575
3,!99

aa ,756

1,323
2t, tso
39,202
L2,734

375 ,544
4a,2L9

62'7,755

all ,292
77 ,253
31, 845
45 ,',l 47

ta'I , a7 9
13, 348

2O9 ,549

s! ,82!

8

45 ,937
431 ,246
25A ,2L7

2,745
35 ,9L4

59,131
L65 ,994

38,323
L!,349

768,308

l-04,889
7 ,98'7

1-O ,62L
41,532

'159

186,903
443 ,899

960,796

56,059
1, 583

50, 135
226 , OO2
258 ,21'7

2,785
35 , 944

L ,323
80 ,2Al

205,L96
L2,t3A

443 , A'7L
52 ,554

Lt7 ,292
L82 , L52

39 ,832
s6,368

198,811
t4 , ao'1

443,499

60,569 50 ,569

1-,395,O'73 35.85

2'7 ,852

aa,42L6L2 , L93 83 5, 69 0 1- ,537 ,3O4 39 .44

s2,148,933 s1,555,819 $ 88,421 $3,894,173 100.00
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