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MANAGEMBII I S DISCI'SSION AND ANAIYSIS

our discussion and analysis of the financial performance of Anderson coulty
Hospital provides a narrative overvj-ew of the Hospital's financial actj-viEies for
Ehe years ended December 3L, 2077 and 2016. Please read iE in conjuncEion wiEh
the accompanying basic financial statenenls.

Flnancial highlightss

The Hospital's net position decreased by $1,780,710 or 7.7 percenE and by
$1,884,512 or 7.5 percent during the 2017 and 2015 fiscal, years, respecEively.

The nets position of Anderson Courty Hospj-tal Foundation (Ehe Foundation), a
component urlit of the Hospital, increased by 915,219 or 6.6 percent in 2017, and
decreased by $171,763 or 42.5 percent ir| 20L6.

Using these financial stalements

The HospiEal's financial statements consisE of three statements - a statement of
Net PosiEion, a StatemenE of Revenues, Expenses, and Ctranges in Net Position; and
a StaEement of Cash F1ows. These financj.al statenents and relaEed notes provide
information a-bout the activities of the Hospital, including resources held by or
for the benefit of the Hospital, and resources restricted for specific purposes
by contributors, grantors, and indenture agreemenEs.

One of the most important quesEions asked abou! the Hospitalis finances is, "Isthe Hospital as a whole betEer or h,orse off as a result of the year,s
actsivi-ti;s?', The Statsenent of Net Positiou and the SEaEement of Revenues,
Expenses, and Changes in Net PosiEion report information about the Hospital's
resources and its activities in a way that helps answer Ehis question. These
staEenents include all restricEed and unrestricted asseEs and a1I liabilities
using the accrual basis of accounting. For purposes of Ehese two sEatements,
revenues and expenses are taken into account regardless of when cash is received
or paid.

These two staEements report the Hospital,'s net position and changes in it- The
Hospital's net posiEj-on - the difference between assets and liabilities - may be
thought of as one way to measure its financial health, or financial position,
over Eime, increases or decreases in the HospiEal's net position are one
indj.cator of whether its financial health is improving or deteriorating.
consideraEion must also be given to other nonfinancial indicators, such as
changes in the HospiEal's physicaL planE and measures of the quality of
facilities it provides lo the communitsy, as well as local economj"c factors, to
assess the overall health of the HospiEal.

The final required sEatement is the SEaEement of Cash Flows. The slatsement
reporEs cash receipts, cash palments, and net changes in cash resulting from
operations, investing, and financing activities. It provides answers to such
quesEions as "Where did cash come from?", "l{hat was cash used for?'r, and t'what
was Ehe change in cash balance during the reporEing period?"



MANAGEMENT ' S DISCUSSION AND ANAIYSIS - COMTINI'ED

Assets, liabilities, and net position

The HospiEal's statements of neE posj.tion as of the end of each of the last three
years are summarized as follows:

AsseEs
Cuffent assetss
Assets limited as to use
Capital asseEs, net
oEher assets

Total assets

Liabilities
cuEenE liabilities
Long-term obligations

TotaL liabilities
NeE posj-Eion

OperaEj.ng revenues
operaEing expenses

operaEing loss
Investment income
Interest expense
Noncapitsal grants and

conEributions
Gain on disposal of capital

asset.s
capital grants and

conEributions
Transfers to Anderson County

change i,rl net posilion

20L'7

$ 23s,830
557,081

20, 049, 051
385,809

2015

t2!-J4r11e t2L]9L24 E2:,!]:J-!]:!

20L6

$ 15s,849
653 ,210

2l , 497 ,3OO
385,808

$ 323,215
533,589

23 , AL4 ,7 4L
385,808

s 102, s7s $ $ 266,94096 ,325

S--1941-?9 t---L!-':21 i,---2SS-'21e

i21,225,a92 $23,00s,902 $24,A90,414

Net capital assets decreased during 20L7, 2016, and 2015 due Eo depreciation
expense exceeding acquisitions.

on April 2, 20f3, a majority of the gualified elecEors of Anderson county, Kansas
(the county), approved, at a special bond election, the quesEion whether to issue
general, obligat.ion bonds of the county in an amount not to exceed $25,455,000 to
pay Ehe cost of construcEing a new hospital facility and Eo advance refund a
portion of lhe counEyrs Series 2005-A General obligation Refunding and
Improvement Bonds. The counEy issued its GeneraL ObligaEion Refunding and
Improvement Bonds, Series 2013-A, on August l, 20L3, in the amounE of
$25,455,000. Upon j.ssuance of Ehe bonds, the Hospital received 524,097,774 f\o\\
the bond proceeds which was recorded as a capiEal contribution,

The Hospital's net posltion decreased by $1,?80,710 or 7.? percent and decreased
by $1,884,512 or 7.6 percent during Ehe 2Oa7 aIrd 2015 fiscal years, respectiveLy.

operating results and changes in net. position

The Hospital's operaling results and changes in neL position for eactr of the last
Ehree years are summarized as follows:

2015

$ L, O84 ,24s
2 . L23 ,830

(1,039,s8s)
1,680

(10,983)

614

16 ,422

147 ,476
(L , 032 ,2s8)

.q,lr_, J1tr {1)

20t7

s 1,106, s00
L ,997 , A60

0 9r ,360)
5,807

8, 843

20,000
|.1,, 024 , OO0 )

I (1, 780, 710 )

20L6

$ 1, 10s, 039
1, 987 . 150

(882,121)
2,750

13 , 482)

1,368

20,000
(1,024,000)

$ (1,884, s12 )



MANAGEMENT'S DISCUSSION AND ANAIYSIS - CONTINUED

TypicaUy, the most sigTrificant component of the overall change in the Hospital's
net position is its operating incone (loss) - generally, Ehe difference between
rent income and the expenses incured in connecEion with tshe rental activity.

operating expenses consist primarily of depreciaEion on capital assets;
$r,A75,409, $r,955,224, and $1,974,9L2 during each of the years ended
December 3f, 2OL7, 20a6, alld 2015, respectively-

The Hospi.tal has agreed to transfer the lease payrTlents received from saint Luke's
Hospital under the Restated Lease to the County for the purpose of making
principal and interest payments on the bonds as they come due. The Hospital
transferred $1,024,000, $1,024,000, and 91,032,258 to the countsy during the 201?,
2015, and 2015 fiscal years, respectively, to pay principal and interest due on
bonds .
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REPORT OF TNDEPENDENT CERTIFTED PI'BLIC ACCOUMTANTS

Board of Trustsees
Anderson County Hospital

we have audited Ehe accompanying financial statemenEs of the business-tl4)e
activity and discretely presented cornponent unit of Anderson County Hospital (the
Hospitsal), a component unit of Anderson coulty, Kansas, as of and for the years
ended December 3f, 201'7 and 2016, and the relaEed notes to the financial
sEatements, which collectively comprise the HospiBal's basic financial, staEements
as li-sEed in the table of contsents.

UaDagemeEts | a Respotlsj.bility for the FiuaEcl,al SEate&ertE

Management is respoasible for the preparation and fair presentation of these
financial staEements in accordance with accounting principles generally accepted
in Ehe UniEed sEates of America; this includes the design, implementation, and
maintenance of inEernal control relevant to the preparation arrd fair presentation
of financiaL statements that are free from material misstatement, r{'hether due to
fraud or error.

Audi-Eor' a Respousibility

our responsibility is to express our opi-nion on these financial statements based
on our audits. we conducted our audiEs in accordance with auditing standards
generally accepted in the United states of America and the I(ansas Municipal AudiE
and AccounEing Guide. Those standards require that we plan and perform Ehe
audits to obtain reasona-ble assurance about whether the financial statemenEs are
free from material misstatement.

An audiE invotves performing procedures to obt.ain audit evidence abouE the
amor.rnts and disclosures in the financial staEements. The procedures selecEed
depend on the auditor's judgments, including the assessment of the risks of
maLerial misscatement of the financi.al statementse, h'hether due to fraud or error.
In making those risk assessments, the audilor considers internal control relevanE
to the encity's preparation and fair presentation of the financial staEenents in
order Eo design audit procedures thaE are appropriaEe in the circunsEances, but
not for the purpose of e)(tr)ressing an opinion on the effectiveness of Ehe entiEy's
internal control. Accordingly, we express no such opinion. An audit also
incLudes evaluating the appropriaEeness of accounting policies used and the
reasonableness of slgrnificant accounlj.ng estimates made by management, as well as
evaLuatsing the overall presentation of Ehe financial statements.

we believe that the audit evj-dence we have obtained is sufficient and appropriate
to provide a basis for our audit opinions.

Heather R. Eichem, CPA
Brian J- Florea. CPA
John R. Helms. CPA
Eric L. Otting, CPA

Darrell D. Loyd. CPA
Jere Noe. CPA
John E. Wendling, CPA
Barry W. Boyles, CPA
Adam C. Crouch, CPA
Ashley R. Davis. CPA
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opr.D{ons

fn our opinion, the financial statements referred to previously presenE fairly,
in all maEerial respecEs, Ehe respective financial posiEion of the business-E]4)e
actsivity and dj.Bcretely presented component unit of Anderson County HospiEal as
of December 3lt 20L7 and 2015, and lhe respective changes in financial position
and cash flows for the years tshen ended in accordance with accoulting principles
generally accepEed in tshe Unitsed States of America.

Othe! MatterB

Required supplementary infozmation

Accountsing principles generally accepted in the United sEates of America reguire
Ehat ma[agemenE,s discussion and analysis on pages 1 through 3 be presented to
supplement lhe basic fi,nancial statements. Such information, alEhough not a
part of the basic financial sEatements, is requi-red by the GovernmenEal
AccounEing Standards Board, who considers it Eo be an essential part of financial
reporEing for placing Ehe financial statements in an appropriate operational,
economic., or historical conEext.

We trave applied certain limited procedures to the required supplemenEary
information in accordance with auditing sEandards generally accepted in the
United States of Ameri-ca, which consisted of inquiries of management about Ehe
methods of preparing the information and comparing the information for
consistency with management's responses Eo our inquiries, the financial
statements, and other knowledge we obtained during our audit of the financial
statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provj-de us wit.h suffici-ent
evidence to express an opinion or provide any assuxance.

other information

Our audits were conducEed for the purpose of forming an opinion on the basic
fj-nancial sEatemenEs as a who1e, The supplemenLary information on page 20 is
presented for purposes of additional analysis and is no! a required part of the
basic financial sEatements. Such information is the responsibility of managemenE
and h'as deri-ved from and relates directly to Ehe underlying accounEi-ng and other
records used to prepare Ehe financial staEements. The informaEion has been
subj ected to tshe auditing procedures applied in the audits of the financial
statements and certain additional procedures, including comparing and reconciling
such informati.on directly to the underlying accounting and other records used to
prepare the financial statements or the financial sEatements themselves, and
oEher additional procedures in accordance with audiEing standards generally
acceptsed in the Unitsed sf,aEes of tulerj-ca - In our opinion, the information is
fairly stated in all material respects in relation to the finalcial statements as
a whole.

*n*J&*iJ[*otuc-'
April ?, 2 018



ANDERSON COIJNTY HOSPTTAI,

STATEMEN:TS OF NET POSTTION

December 31,

ASSETS

207'7

CT]RRENT ASSETS
cash and cash equivalents
Prepaj.d expenses
other receivalrles

ASSETS IJIMITED A.s TO USE
hternally designated
Under indenture agreements -

held by trustee
By contributors

Por nurse training

Total as6et9

CURRENT IJIABILTTIES
Accounts payable
Unearned revenue

ToEal liabilities
NET POSITION

Invested in capital asgeta -
net of related debt

Restricted
For debt service
&<tr)endable for capital

acqui6itiona
For specific operaEing

activities
Unrestricted

20t6
ComponenE Component

Hospital unit HoapiEal unit

s 232,:137 I 87,546 $ L62,2s2 $ 7?,S89
2 ,O72 2 ,O72

1,58s

Total current assets 235,830 8'l ,546 165,849 '17,8A9

For capital acguisitj.ons 21-, aa4

424,337 159,911 42L,4a5 154,349

816

210,L24 210, 10s
20,464

815

85,333

96,32s

2a,497 ,300

816

20,464

209,705

Totsa1 aEeets limited
as to use

CAPITA! ASSETS, NET

OTHER ASSETS
Due from lessee

6s7,087 1s9,911 653,27O 754,349

20,049,051 2L,897 ,3OO

385,808 385,808

t21J321!l-o L ---331J331 t32.!]92.!-?23- t----42r32,

LIABILITIES AND NET POSITION

s 10,370 I - $ L0,992 $ -
92,2OA

4o2 ,57 8

20,O49 ,OsL

s15

24,804

2to , L24
943,397 247 ,457 A77,gr'7 232,23A

Total nets position 21,225,192 247,457 23,oos,9o2 232,234

TotaI tiabiliEies
and nets posiEion $27,327,770 S 247,457 $23,702,227 5 232,23a

The accompanying notes are an inEegral part of these staEements.



ANDERSON COI'NTY HOSPITAI

STATEMENTS OF REVENT'ES, EXPENSES, AND CITANGES IN NET POSITION

Year ended December 31,

20r7 20r6
compooent

operating revenues
Medical office building rent
Hospital renE

Total oPerating
revenues

Operating erq)enses
Supplies and other expenses
Depreciation and amortizabion

Total operating
expenges

operating losg

Nonoperating revenues (expenses)
Investsnent income
Intereet expense
Noncapital grants and

contributiona
cain on disposal of capital

assets

Total nonoperating
revenues (e4)ense8)

Excess of revenuea over (under)
expenses before capital gralts
and contributions

capital- granEs and contributiona
Transfers to Andergon county

Change in net position

Net position at beginning of Year

Net position at end of l.ear

IiospitaL

s 82, s00
1 , O24 ,0O0

1,105,500

22 ,45I
1,A75 ,409

2,A78

3.,A97,860 2,878

(791,360) (2,A7Al

5 ,80'7

!,98'7 ,t6O 277,667

(882,1211 l2)-)-,667)

8,843

74,650 18,09?

('7'76,77O) )-5,2t9
20 ,040

1L,O24,0OOl

(1,?80,710)

23,OO5,902

t2).!22t']22

7 ,25'l

10,840

1-5 ,2L9

232,238

$ 24'7 ,4s7

2 ,750
(3,4821

973

1,368

5, 316

34 ,523

Hospital

s 81,039
t,024,o00

1,105,039

31-,936
L,955,224

1,509

(880,512)
20,OO0

(1,024,000)

ll,8a4 ,sL2\

24 , A90 ,4!4

tz!-9!2r292

Component
unit

2r! ,667

39, 839

lL7L,A2Al
65

t177,763],

404,001

I232,23A

The accompanyj-ng notes are an integral part of these statemenEs.



ANDERSON COUNTY HOSPITAL

STATEMENTS OF CASII FLOWS

Year ended December 3I,

cash flows from operating activities
Receipts from lessee

Cash flowE from noncapital financing
actsivities

Noncapital granEs and contsribuciong

CaEh flows from capital ard related
financiDg activit.iea

Acquisition of capital assetg
capital grantE and colrtribuEions

Cash flows from invegting acEivit.ies
Change in assets limited as to use
Investment incone received
contribution to community Foundation

2017 2015
Component Conponent

Hospital uni t Hospital unit

s 1,113,375 $ - s 1,10s,039 $ -

10,840 973 34,s23

Palmentss for supplies and Eervj-cee 123,073l, (2,818) (31,445) (11,66?)

Net cash provided (used) by
operating activities 1,090,302 12,818) L,073,594 {11,657)

(27,160)
20,000

170,902].
20,000

1,368

(4L ,732)
(95,000)

14,7341
(1,024,000)

- (1,215,000)

55
Proceeds from 9a1e of capilal agseEs 8,843
Principal palmeats on capiEal leaae

obligations
PrincipaL palmenCs on long-Eerm debE
Interest paid
Tralsfers tso Arderson County (1,024,000)

Net cash provided (used) by
capitsal altd related financing
act.ivities (1, O22 ,317)

14 ,443) (4 , 101) L2 ,9a3 L33 ,7 02
6,343 s ,796

(200,000)

NeE cash provided (used) by
invegEing activitieE 1,900 1,695 15,638 (54,073)

Net change in caBh and cash equivalents 69,885 9,65? (L24,795l (31,1521
Cash and cagh equivalents at beginning

of year L62,252 77,aa9 2a1 ,04? 109,041

Cash and cash equivalents at ettd
of vear i 232,137 S 87,545 i L62,252 I 71 ,Aa9

The accompanying notes are an inEegral par! of these statements.



ANDERSON COI'NTY HOSPITAI

STATEMEIES OF CASH FLOWS - CONTINIJED

Year ended Decenber 31,

Reconciliation of operating loss to net.
cash provided (used) by operaEing
activities

operatsing loss
AdjuEtments to reconcile operating

loss tso nets cash provided (used)
by operatj.ng activitieg

Changes in
Receivables and prepaid expenses
AccounEs payable
Unearned revenues

204'7
Component Component

Hospital ul1it Hospital unit

s (7e1,360) $ (2,878) $ (882,121) i 12L1,667)

Depreciation and amortsization L, a?5 ,409
Contsributsion to Community

Foundacion

7,955,224

200,000

2
489(522)

6 ,875

NeE cash provided (used) by
ooeratinq acCivitsies S 1,090,302 S (2,878) $ 1,'073,594 S (11,557)

The accompanying notes are an integral part of these statements.



ANDERSON COT]NTY HOSPITAI

NOTES TO FINANCIAL STATEME}]'TS

December 3L, 2011 and 2015

NOTE A - DESCRIPTION OF REPORTING ENTITY AND SIJMMARY OF STGNIFfCANT
ACCOI'NTING POLICIES

1. Reporting ent.ity

Anderson county Hospitat (the Hospital) is a county hospital located in
Garnett, Kansas. The Hospital was organized tn L947 and is operated under
Kansas statutes as an entity 1ega11y separate from Anderson County (the
County). Its Board of Trustees is appointed by the Board of County
Commissioners of the County. The Hospital can sue and be sued, and can buy,
selI, or lease real property. Bond issuances must be approved by the County '
For financial statement purposes, the Hospital is a discretely presented
component uniE of the county.

On October L, !997, the Hospital's Board of Trustees leased to Saint Luke's
Hospital- of Garnett (Saint Luke's) all of the real estate, equipment, and
facilities constituting the Hospitsal for a period of eight years and it a].so
transferred to saint Luke's all nonrestricted current assets and current
liabilities as then recorded on the books of Ehe Hospital. sainL Lukers may,
in its sole discretion, extend the term of the lease for up to three
additional terms of five years each. The first additional term began on
October 1-, 2005, and the second additional term began on october 1, 2010. The
terms of the Lease required saint Luke's to pay the Board of Trustees an
amounE equal to three percent of the net revenues it realized from the
hospital operation.

On June 24, 2073, the lease was amended and restated (Restated Lease) in
anticipation of the county incurring $25,455,000 of debt to finance
construction of a new hospital facility. The Restated Lease is for an initial
term of ten years commencing on January 29, 20f5, tshe date that saint Luke's
occupied the new facility. The obligations of the Hospital and Saints Lukeis
remained in effect as stated in the lease until then. Effective .Tanuary 29,
2015, Saint Luke's makes annual lease pal.ments to the Hospital of $1,024,000
in monthly installments of $85,333. The Restated l,ease will automatically
renew for five additional five-year periods unless saint Luke's gives notice
two years prior to the expiratlon of the initial or any renewal term.

Upon termination of the Restated Lease, saint Luke's will return Eo the Board
oi Trustees aIl nonrestricted current assets and current liabilities as then
recorded on the books of the hospital operation. A comparison will also then
be made of the amount of current assets less curreot liabilities at the
commencement and termination of the 1ease. If the amount of net current
assets has decreased, Saint Luke's will pay an amor.mt equal to that decrease
to the Board of Trustsees. If the amou.nt of net current assets has increased,
the Board of Trustees wiIJ- pay an amount equal to that increase to
Saint Luke's.

The component unit discussed in Note A2 is included in the Hospital's
reportirig entity because of the nature and significance of its relationship
with the Hospital.

2. Component unit

The financial sEatements include ttre financial data of the discretely
presented component unit described belov'. The componeDt unit is reported
ieparatety to emphasize that it is legauy separate from the Hospital.

10



ANDERSON COI]NTY HOSPITAI,

TO FINANCIAI STATEMEIITS - CONTINUED

December 31, 2OL7 and 2015

NOTE A - DESCRIPTION OF REPORTING ENTITY AND SI'MMARY OF SIGNIFICANT
ACCOI,N|ING POLICIES - ConEinued

Anderson cou-nty Hospital Foundation (the Foundation) is a not-for-profit
corporation formed in January 2000 Eo promote and advance the welfare of the
Hospital .

3. Basis of accounting

The Hospital uses enterprise fund accounting. Revenues and expenses are
recognized on the accrual basj-s using Lhe economic resources measuremenE
focus .

4. Assets limited as to use

Assets limited as Eo use include assets seE aside by Lhe Board of TrusEees for
replacement of capital assets or for purchase of additional capital assets,
over which the Board retains control and may at its discretion subsequent.ly
use for other purposesi assets held by a trustee under an indenture agreement;
assets restricted by contribuEors Eo use for training nurses; and assets
restricted by contributors for capiEal acquisiEions. Assees limited as to use
that are required for obligations classified as current Iiabilities are
reported in current assets.

5. Capital assets

Capital assets (including asseEs recorded as capital leases) are sEaEed at
cost. Depreciation and amortization of capiEal assets are provided on the
straight-line method over tshe estimated usefuL lives of the assets. The
estimaEed lives used are generally in accordaDce with the $ridelines
estsablished by the tuflerican Hospital Association.

The cosEs of maintenance and repairs are charged to operating expenses as
incurred. The costs of significant additions, renewals, and betLerments to
depreciable properties are capitalized and depreciaEed over the remaining or
extended estimated useful lives of the iEem or the properties. Gains and
losses on disposiEion of capital assets are incLuded in nonoperating revenues
and expenses.

6. cosus of borrowing

Interest costs incurred on borrowed funds during the period of construction of
capital assets are capitalized as a component of che cost of acquiring those
assets.

7. crants and conEributions

From time to tine, the Hospital receives grants and contributions from
individuals and private organizations. Revenues from grants and contribulions
are recogaj-zed when all eligibility requirements, including tlme requirements,
are met. Grants and coutributions may be restricted for specific operaEing
purposes or capital purposes. Amourts that are unrestrict.ed or thats are
restricted to a specific operating purpose are reported as nonoperating
revenues. Amounts restricted to capital acquisitions are reported aftser
nonoperating revenues and expenses.

11



ANDERSON COUNIY HOSPITAI

NOTES TO FINANCIAI STATEMEIiITS . CONTINTJED

December 3]., 2of1 and 2015

NOTE A . DESCRIPT]ON OF REPORTING ENTITY AND SUMMARY OF SIGNIFICANT
ACCOUNTING PoLICIES - Continued

8. Net positsion

Net position of the Hospital is classified into three components. *Net
position invested in capital assets net of related debt " consists of capital
assels net of accumulated depreciatsion reduced by the balances of any
outstanding borrowings used to finance Ehe purchase or construction of those
assets. "Restricted expendable net posiEion" is the noncapital net posiEion
that must be used for a particular purpose, as specified by creditors,
grantors, contsributors, or others external Eo the Hospital, including amounEs
deposited with trustees as required by indenture agreements. "Unrestricted
net position, is the remaining net position that does not mee! the definitions
of the other two components of net position.

9. Operating revenues and expenses

The Hospital's sEatement of revenues, expenses, and changes in net position
distingrrishes between operating and nonoperaEj,ng revenues and expenses.
operating revenues result from exchange transactions associated with the
rental of the medical office building and the hospital faci-1ity, which i.s the
Hospital's principal activiEy. Nonexcbange revenues, ineluding noncapital
grants and conEributions, are reporEed as nonoperating revenues. operating
expenses are all expenses incurred in connectj-on with the rental of the
medical office building and the hospital facility, other Ehan financing costs.

10, Income taxes

The HospiEa1 is a county hospital and is, therefore, exempE from federal
income taxes under Section 115 of the Internal Revenue Code,

The Foundation is a not-for-profiE corporation as described in
Section 501(c) (3) of the hternal Revenue Code and is exempE from federal
income taxes on its relaEed income pursuant tso 501 (a) of the Code - Management
is not aware of any uncertainties in j-ncome tax positions. The years ended
December 3!, 2O!1 , 2076, 2015, and 2014, remain subj ect to examination for
both federal and state purposes.

11- Castr and cash ecruivalents

cash and cash equivalenEs include all cash and certificates of deposit of al1
fu[ds and fuods invested in the overnight pool of the state Treasurerrs
investment pool, excluding any such amounts i.ncluded in asseEs limited as Eo
use .

12. subsequent events

The Hospital has evaluated subsequenE evenEs through April 7, 2o].a, which is
Ehe date the financiat statemenEs were available to be issued.

12



ANDERSON COI]NTY HOSPITAL

NOTES TO FINANCIAI, STATEMENTS . CONTINUED

December 3L, 2OL7 and 2016

NOTE B _ DEPOSITS WITH FINANCIAI INSTITIIIIONS

Lansas statuEes authorize the HospiEal, wiEh certain restricEions, to deposit
or i,nvest in open accounEs, Eime deposiEs. certj-ficaEes of deposit, repurchase
agreemenus, U.S. Treasury Bj,I1s and NoEes, and Ehe SEate Treasurer's
investmen! pool. I(ansas stsatutes also require that collaEeral be pledged for
bank deposiEs r'rith a fair market value equal to 1OO percent of ttre uninsured
amounts, and must be assigned for the benefit of the Hospital.

At December 31, 20L7, tshe carrying amount of the Hospital ,s ban]( deposits,
includj,ng certi.fj-caEes of deposit, was 5779,964 and Ehe bank bal-ances were
$781,938. Of the bank baLances, $507,133 was covered by federal depository
insurance, and $174,805 was covered by collateral held by a third-party bank,
but not regi-siered in Ehe Hospital's name.

The Hospital's bank deposits are included in the financial statemenEs under
the f ollor.ring categories:

cash
Assets li-mited as to use

Internally designated
Under indenture agreement - held by Erustee
By contributors for nurse training
By contributors for capital acquisition

Total bank deposits

The composition of

20t7

t----!23r:31

q_________!E

$ 2L0,L24

I 2LO , L24

S----- 4-,-q-q1

s r22 ,883

424 ,337
815

2\O ,r24
2r,804

t----ll2!25!

the HoEpital's

20L6

t____gu_e!.

E__________9tq

$ 2O9,474
631

E_____?19_,_19!-

i 20 .854

NOTE C - ASSETS LIMITED AS TO USE

Investments are stated aE fair value.
assetss limited as to use is as follows:

InternaLly designated
Cash and certificates of deposit

Under indenture agreement - held
by trustee

Cash

By contributors for nurse training
Cash and cerEificaEes of deposit
Interest receivable

By conEributors for capital
acquisiEions

Cash

13



NOTES

NOTEC-ASSETSLIMITED

The composition of the

ANDERSON COUMTY HOSPITAI

TO FINANCIAL STATEMENTS - CONTINI'ED

December 3L, 20L7 and 2015

AS TO USE - ConEinued

Foundation's assets limited as to use iE as follows:

20\7 2076

InEernally designated
Money market funds
Fi-xed income muEual funds

6,LL2 7,551

$ 1s9,911 s 154,349

NOTE D - FAIR VALUE OF FINANCIAI INSTRT]MENTS

Fair value is defined as Ehe price lhat would be received to se1l an asset or
paid to transfer a liability in an orderly EransacEion between market
parlicipants at the measuremenL date. Fair value is determj,ned accordj,ng to a
hierarchy tbat gives highest priority to use of observable inputs and lowest
priority to use of unobservable inputs. These j,nputs are descrj.bed as
folLows:

Level 1 inputs are uladjust.ed quoEed prices for identical assets or
liabilities in active markets -

Level 2 inputs are other Ehaa quoted prices included within Level 1 that
are observabLe for the asset or liability, either directly or indirectly.

Level 3 inputs are unobservable, supported by 1itt1e or no markel
acEiviEy, and are signj,ficant Eo the fair value measurernenE.

The asset's or liability's fair value measurement 1eve1 within the fair value
hierarchy is based on the Iolrest Ieve1 of any input that is sigrrifj-cant tso the
fair value measurement. The following is a deacription of the valuaEion
meEhodology used by the Foundation for assets measured at faj,r value on a
recurring basis :

Fixed income mutual funds of $153,?99 alfd 5f46,762 at Decenber 3a, 2O1'l
and 2015, respectively, are valued at unadjusted quoted prices for
identical securiEies in active marketss (Level 1 inpuEs).

14



NOTE E - CAPITAI

capital asset

ANDERSON COI'IiI|Y HOSPITAL

NOTES TO FINANCIAI, STATEME!{'TS - CONTINT'ED

Decem.ber 3L, 20!1 and 2016

ASSETS

additions, retirements, and balances are as follows:
204'7

Transfers
and

additiona ReEirements

s-$-Land
Land improvementsE
Buildings
Fixed equipments
Major movable equj.pments
Anbulance equipment

Tota1s at hisborical cost

Lesg accunnrlated deprecia-
tion and amorCization

Land improvements
Buildings
Fixed equipmenc
Major movable equipment
Ambulance equipments

Capitsal assetss, nets

Beginning
balance

$ 69,2?1-
2 ,433 ,527

75 ,976 ,L6!
5 , A27 ,06'7
3 ,ttz,948

423 ,530

28.842,504

401,318
2 ,412 ,342

997,9?o
2 ,794,244

$2L,897,300

8,100
19,050

21 .L60

206,0L7
993,323
501,136
111, 125
63.808

L.875.409

Ending
balance

5 69,21L
2,433 ,52'7

t5,975,a6a
6 ,827 ,067
3,121,048

442 ,590

2A,A69.564

507,335
3 ,465 ,7O5
4,499,LO6
2,905,369

343, 098

8. 820,613

I (1,848 ,24e], s - $20,0{9,0s1

20L6

Land
Land improvemenbg
Buil.dings
Fixed equipment
Major mov&1e equipment
Ahbulance equipmenE

Totals at historical cost

teEE accumulated deprecia-
tion and amortization

Land improvements
Buildings
Pixed equipmenc
l'!aj or movaSle equipment
Sm,buIance equipmenu

construction in progress

Capital assets, net.

4.989.980 r.955,224

Beginning
balance

S 69,277
2,399,944

15,953,637
6,'799,O24
3,O78,288

423 ,53O

2A .'723 ,664

195, 820
7,47a,995

49A,O46
2,599,255

2!7 ,864

Tra!sfers
arrd

additions

33, 513
22,524
2A,043
34 ,660

RetirenenEg
Ending
balance

s 59,27L
2 ,433 ,527

1-5 ,976 , L6L
5 ,A27 ,067
3 ,LL2,948

423 ,530

2A.A42,504

401,318
2 ,4'12 ,342

99'1 ,970
2 ,7 94,244

2'79,290

5.945,204

21,497 ,3OO

118, 840

205,498
993 ,347
499 ,924
L94,989
6!.426

23 ,733 ,684
81,057

(1,835,384)
(e1,os7)

s23,AL4,74t s17,9L7,441) s - $21,897,300
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ANDERSON COI'NTY HOSPITAL

NOTES TO FTNANCIAT STATEMENTS . CONTINUED

December 3L, 2oL7 and 2015

NOTE E - CAPITAI, ASSETS - Conlinued

on April 2, 20].3, a majority of the quallfj-ed electors of the countsy approved,
ats a special bond election, Ehe quesEj-on whether Eo issue general obligation
bonds of the CounEy in an amount not to exceed S25,455,000 Eo pay tshe cost of
constructing a new hospital facility and to advance refurd a portion of the
County's series 2005-A General obligation Refunding and Improvement bonds.
The County issued j-ts ceneral obligation Refunding and Improvement Bonds,
Series 2013-A, on August L, 20L3, in the amouat of $25,455,000. Upon issuance
of Ehe bonds, the Hospital received $24,097,774 from the bond proceeds which
was recorded as a capital contribueion. On December 2A, 2OL7, the County
issued its General, Obl-igation Refunding Bonds Series 20U-A j-n the amount of
59,585,000 to refund S8,150,000 of Series 2013-A bonds outstanding.

The Hospital has agreed to transfer the lease payments received from
SainE Luke's Hospital under the Restated Lease to the County for the purpose
of making principal and interests pa)anenls on the bonds as they come due. The
HospiEal transferred $1,024,000 to Ehe County during 2017 and 2015 to pay
principal and interest due on ttre bonds.

NOTE F - DUE FROM LESSEE

Unrestricted assets and liabilities transferred Eo
1997, were as follows:

cash
PaEient accounts recei-vable
Estimated third-party payor settlements
Supplies
Prepaid expenses
Other receivables
Advances to physicians
AccounEs payable
Salaries and wages payable
Accrued vacation pay
Line of credit loan

saint Luke's on october 1.

$ 104,23S
L,006,972

L2L , 4L3
98,007
22 , 642
2,699

56 ,247
(6s6 ,224)
(75,388)
(93 ,7 98).

(200,000)

t_l!_5,_q_qq

NOTEG-LONG-TERMDEBT

on May 4, 1995, the City of Garnett, Kansas (the City) , issued its Taxable
IndusErial Revenue Bonds, Series 1995, in the amounE of $450,000, on behalf of
the Hospital pursuant to a Erust indenture and a lease agreenent dated
April 15, 1995. The proceeds of the Bonds were used, together with other
available funds of the Hospital, Eo acquire, qonstructs, and equip a medical
office building.

on December a5, 2006, the City issued $645,000 in Industrj,al Revenue Bonds,
series 2oo5A and 20068, on behalf of che HospiEal' The proceeds of lhe
2006 bonds were used, togeEher with other available flrnds of the Hospital, for
the purpose of providing funds to (1) advance refurd the 5297,ooo of
1995 bonds outsslanding at December :-5, 2005, (2\ pay costs related to the
issuance of the 2oo5 bonds, and (3) pay for the costs of medical office
building renovations. The advance refunding increased the totaL future debE
service requirements of the Hospital by 9f5,725. This resulted in arl economic
loss (tshe difference betweerl the present value of Ehe future debt service
payments on the o1d and new debt) of $6,4L2.
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ANDERSON COI'NTY HOSPITAL

NOTES TO FINANCIAL STATEMENTS - CONTINI'ED

Decenber 3f, 20L1 and 2016

NoTE G - LONG-TERM DEBT - conEinued

The trust indenture and the lease agreement rdquire the Hospital to lransfer
Eo a trusEee, on a monthly basis, speci,fied amounts which, when combined wlEh
inEeresE earned on lhe respeclive funds held by the Erustee, will provide
sufficj.ent frDds !o pay the bond princj.pal ard interest on the appropriate due
daEes .

with the commencement of the lease described in NoEe A1, Saint Luke's became
lhe sub-lessee of the medical office building. Rental payments from
saint Luke's are equal to the amoults required to be Eransferred by Ehe
Hospital tso the truslee which will provide sufficient funds to pay the bond
principal and interesE on the appropriate due dates.

On June 24, 20a3, in conjunction with Ehe Restated Lease, the HospiEal entered
inEo an amended and restsaEed su.blease (Restated Su-blease) wj-th saint Lu]Ce's
for Ehe medi.cal office building effective upon Saint Lukers occupancy of the
new hospiEal facility with Ehe term being the sarne as the Restated Lease.
Under the Restated Sublease. rental pal.ments from Saint Luke's will continue
to be equal to the amounts required to be transferred by the Hospital to the
trustee to pay the bond principal and interest as they become due until the
last payment is made on the bonds, at which time rent will be set equal Eo the
fair market renEal value of the medical office building.

The foLlowing is a summary of changes in long-term debt and capital lease
obligations:

outstanding at January L, 2016
Principal payments

OutsLandj.ng at December 3ft 2OL6

Total interest costs are sumrnarized as follows:

Total interest incurred
Amortization of deferred refunding loss

Interest expense

Long-term
debt

$ 9s,000
(9s,000)

t_

Capital
lease

obliqations

s 4L,732
14L,732)

4-

20L6

$ 3,399

t-------2-' 19"

NOTEH-RISKMANAGEMENT

The Eospitsal is exposed to various risks of loss related tso tsort.s; theft of,
damage to, and deslruction of assetsi errors and onissions; injuries to
employees; and natural disasEers. The Hospital purchases commercial insurance
for these risks. settsled claims have not exceeded this commercial coverage in
any of the past three years.
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ANDERSON COUNTY HOSPITAI

NOTES TO FINANCIAL STATEMENTS - CONTINI'ED

December 3L, 2oL1 and 2016

NOTE I. ASSETS HELD BY COMMI]NITY FOT'NDATION

On December 29, 20L5, Ehe FoundaEion entered into a Fund Establ-ishing Docrment
(the Agreement ) with Your CommuniEy Foundation in IoIa, Kansas (comrnunity
Foundation) whereby a contribution of S200,000 was made to esEablish the
Anderson county Hospital FoundaEion !.urrd (the Fund) . Under the agreement, the
anrlual net income of Ehe Furd will be distributed Eo Ehe Foundation upon
written approval from Ehe Foundation desigrrated officers. The commrmity
Foundation has been granted variance power under the Eerms of the Agreement.
rn accordance with cAsB 33, Accounting and Financial Reporting of Nonexchange
Transactions, the transaction has been recorded as an expense for the year
ended December 31, 2015. The Fund's fair market value is approximately
5235,000 at Decemlcer 3]., 2OL1 .
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SUPPLEMENTARY INFORMATION
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ANDERSON COUNTY HOSPITAI

BALANCE IN DEPOSITORY COMPARED WITH DEPOS]TORY SECI'RITY

Decenber 3L, 20]-7

GopperE State Bank
PaEriots Farmers

Bank StaEe Bank

Bank balance
General checking
General donaEion accourt
Funds held by truslee
Ftmded depreciation checking
Funded depreciation certif i-

cates of deposit
Project fund
Restricted fund checking
ResEri.cted fund certif icates

of deposit

Total deposiEs

Less F.D.I.C coveragie

Balance subject to pLedglng of
securities

Market value of securilies
pledged

He1al in
Time name of Time Time

deposiEs trustee deposits deoosits

$ 85,e15 $ - $ - $ -
36 , e79

815

75,000
522

4A'1',1)

326 ,345

a ,644

45,000 157,000

816 424,AO5 157, 000

499.317 815 250,000 157.000

199 , t19

Market value of securiEies
pledged in excess of
depository requirements $ L99,L79 $ - $ 35,679 S -

174, 805

2LO .4A4


