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Independent Accountants’ Report 
 
 
 

Board of Directors 
Great Plains of Ottawa County, Inc. 
Minneapolis, Kansas 
 
 
We have audited the accompanying balance sheet of Great Plains of Ottawa County, Inc. (GPOC) as 
of September 30, 2010, and the related statements of operations and changes in net assets and cash 
flows for the year then ended.  These financial statements are the responsibility of GPOC’s 
management.  Our responsibility is to express an opinion on these financial statements based on our 
audit.  The financial statements of Great Plains of Ottawa County, Inc. as of and for the year ended       
September 30, 2009, were audited by other accountants whose report dated March 22, 2010, 
expressed an unqualified opinion on those statements. 

We conducted our audit in accordance with auditing standards generally accepted in the United States 
of America.  Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement.  An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements.  An audit also includes assessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial statement presentation.  We believe 
that our audit provides a reasonable basis for our opinion. 

In our opinion, the 2010 financial statements referred to above present fairly, in all material respects, 
the financial position of Great Plains of Ottawa County, Inc. as of September 30, 2010, and the results 
of its operations and changes in its net assets and its cash flows for the year then ended in conformity 
with accounting principles generally accepted in the United States of America. 

 

March 31, 2011 
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Assets
2010 2009

Current Assets
Cash  $         828,344  $         690,862 
Patients accounts receivable, net             348,853             386,414 
Estimated amounts due from third-party payers               80,000             225,000 
Inventories               85,182               86,721 
Other               53,991               54,505 

Total current assets          1,396,370          1,443,502 

Assets Limited As To Use
Internally designated for capital acquisitions             978,408             945,731 

Property and Equipment, At Cost
Land and land improvements             323,057             323,407 
Buildings          4,258,382          4,053,543 
Fixed equipment             512,868             516,935 
Major moveable equipment          1,062,083          1,077,685 
Construction in progress             106,205                 5,030 

         6,262,595          5,976,600 
Less accumulated depreciation         (3,957,215)         (3,845,274)

Net property and equipment          2,305,380          2,131,326 

Total assets $      4,680,158  $      4,520,559 
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Liabilities and Net Assets
2010 2009

Current Liabilities
Accounts payable  $         158,623  $           60,304 
Salaries payable             163,870             172,131 
Payroll taxes payable               61,608               63,681 
Accrued vacation benefits             170,461             170,625 
Other accrued liabilities               88,280               77,253 

Total current liabilities             642,842             543,994 

Long-term Liabilities               30,519                 5,857 

Total liabilities             673,361             549,851 

Net Assets
Unrestricted          4,006,797          3,970,708 

Total liabilities and net assets $      4,680,158  $      4,520,559 
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2010 2009

Unrestricted Revenues, Gains and Other Support
Net patient service revenue  $      4,475,426  $      4,880,256 
Wellness Center               59,893               53,506 
Interest                 1,199                 1,825 
Assisted living revenue             146,250             133,900 
Other               90,993               39,344 
Grants                         -               17,340 

Total unrestricted revenues, gains and other support          4,773,761          5,126,171 

Expenses
Salaries and wages          2,757,915          2,827,063 
Supplies and other          2,065,149          2,128,380 
Depreciation             243,411             257,688 
Provision for uncollectible accounts               30,423               24,257 

Total expenses          5,096,898          5,237,388 

Operating Loss            (323,137)            (111,217)

Other Income
Interest income on assets limited as to use               32,897               33,871 
Gain on sale of property and equipment                    195                         - 

Deficiency of Revenues Over Expenses            (290,045)              (77,346)

Transfer From Board of Trustees for Operations and Equipment             326,134               48,491 

Change in Net Assets               36,089              (28,855)

Net Assets, Beginning of Year          3,970,708          3,999,563 

Net Assets, End of Year $      4,006,797  $      3,970,708 
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2010 2009

Operating Activities
Change in net assets  $           36,089  $          (28,855)
Items not requiring (providing) operating cash flow

Depreciation and amortization             243,411             257,688 
Provision for uncollectible accounts               30,423               24,257 
Gain on sale of property and equipment                   (195)                         - 
Transfers from Board of Trustees            (326,134)              (48,491)
Changes in assets and liabilities

Patient accounts receivable, net                 7,138              (61,954)
Estimated amounts due from third-party payers             145,000            (100,000)
Inventories                 1,539                 8,532 
Other current assets                    514              (10,698)
Accounts payable               98,319                    377 
Salaries and payroll taxes payable              (10,334)               18,236 
Accrued vacation benefits                   (164)               12,461 
Other accrued liabilities                 2,589                (3,961)

Net cash provided by operating activities             228,195               67,592 

Investing Activities
Change in assets limited as to use              (32,677)              (33,951)
Purchase of property and equipment            (102,190)                (5,031)

Net cash used in investing activities            (134,867)              (38,982)

Financing Activities
Transfers from Board of Trustees               47,444               53,485 
Principal payments on capital lease obligations                (3,290)                (1,186)

Net cash provided by financing activities               44,154               52,299 

Increase in Cash             137,482               80,909 

Cash, Beginning of Year             690,862             609,953 

Cash, End of Year $         828,344  $         690,862 

Supplemental Cash Flows Information
Property and equipment additions paid for by the

Board of Trustees  $         278,690  $                     - 

Capital lease obligation incurred for property
and equipment  $           36,390  $                     - 
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Note 1: Nature of Operations and Summary of Significant Accounting Policies 

Nature of Operations 

Great Plains of Ottawa County, Inc. (GPOC) is located in Minneapolis, Kansas and provides acute, 
swing-bed and long-term health care services.  GPOC also operates the Transitional Crossroads 
Unit, which is a distinct unit providing head trauma care and rehabilitation services.  GPOC is 
managed by Great Plains Health Alliance, Inc. (GPHA) (Note 6). 

The Board of Trustees of Ottawa County Health Center (Board of Trustees) is appointed by the 
County Commissioners of Ottawa County to operate a governmental county hospital and to control 
the use of tax appropriations.  The Board of Trustees leased hospital operations to GPOC effective 
in 2002 (Note 6).  Separate financial statements have been issued for the Board of Trustees. 

Use of Estimates 

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

Cash Equivalents 

GPOC considers all liquid investments, other than those limited as to use, with original maturities 
of three months or less to be cash equivalents.  There were no cash equivalents at September 30, 
2010 and 2009. 

The financial institution holding GPOC’s cash accounts is participating in the FDIC’s Transaction 
Account Guarantee Program.  Under that program, through December 31, 2010, all noninterest-
bearing transaction accounts are fully guaranteed by the FDIC for the entire amount in the account.  
Pursuant to legislation enacted in 2010, the FDIC will fully insure all noninterest-bearing 
transaction accounts beginning December 31, 2010 through December 31, 2012, at all FDIC-
insured institutions.  

Effective July 21, 2010, the FDIC’s insurance limits were permanently increased to $250,000.  At 
September 30, 2010, GPOC’s interest-bearing cash accounts exceeded federally insured limits by 
approximately $1,300,000, but were secured by pledged securities. 

Patient Accounts Receivable 

GPOC reports patient accounts receivable for services rendered at net realizable amounts from 
third-party payers, patients and others.  GPOC provides an allowance for doubtful accounts based 
upon a review of outstanding receivables, historical collection information and existing economic 
conditions.  As a service to the patient, GPOC bills third-party payers directly and bills the patient 
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when the patient’s liability is determined.  Patient accounts receivable are due in full when billed.  
Accounts are considered delinquent and subsequently written off as bad debts based on individual 
credit evaluation and specific circumstances of the account. 

Supplies 

Inventories are stated at the lower of cost as determined using the first-in, first-out method, or 
market. 

Property and Equipment 

Property and equipment acquisitions are recorded at cost and are depreciated on a straight-line 
basis over the estimated useful life of each asset.  Assets under capital lease obligations are 
depreciated over the shorter of the lease term or their respective estimated useful lives. 

The estimated useful lives for each major depreciable classification of property and equipment are 
as follows: 

Land improvements 10-15 years 
Buildings 10-40 years 
Fixed equipment 10-15 years 
Moveable equipment 5-20 years 

Donations of property and equipment are reported at fair value as an increase in unrestricted net 
assets unless use of the assets is restricted by the donor.  Monetary gifts that must be used to acquire 
property and equipment are reported as restricted support.  The expiration of such restrictions is 
reported as an increase in unrestricted net assets when the donated asset is placed in service. 

Maintenance, repairs and renewals which neither materially add to the value of the property nor 
appreciably prolong its life are charged to expense as incurred.  Gains or losses on dispositions of 
property and equipment are included in operations. 

Net Patient Service Revenue 

GPOC has agreements with third-party payers that provide for payments to GPOC at amounts 
different from its established rates.  Patient service revenue is recorded at established rates with 
contractual adjustments, charity care and administrative adjustments deducted to arrive at net 
patient service revenue.  Retroactive adjustments are considered in the recognition of revenue on an 
estimated basis in the period the related services are rendered and such estimated amounts are 
revised in future periods as adjustments become known. 

Charity Care 

GPOC provides care without charge or at amounts less than its established rates to patients meeting 
certain criteria under its charity care policy.  Because GPOC does not pursue collection of amounts 
determined to qualify as charity care, these amounts are not reported as net patient service revenue. 
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Contributions and Grants 

Contributions and grants received and unconditional promises to give are recognized at fair value 
and are considered to be available for unrestricted use unless specifically restricted by the 
donor/grantor, or designated by the donor/grantor as support for future periods.  When a stipulated 
time restriction ends or purpose restriction is accomplished, temporarily restricted net assets are 
reclassified to unrestricted net assets and reported in the statements of operations and changes in 
net assets as net assets released from restrictions.  Donor/grantor restricted contributions and grants 
whose restrictions are met in the same reporting period are reported as unrestricted support. 

Income Taxes 

GPOC has been recognized as exempt from income taxes under Section 501 of the Internal 
Revenue Code and a similar provision of state law.  However, GPOC is subject to federal income 
tax on any unrelated business taxable income. 

GPOC files tax returns in the U.S. federal jurisdiction.  With a few exceptions, GPOC is no longer 
subject to U.S. federal examinations by tax authorities for years before 2007. 

Deficiency of Revenues Over Expenses 

The statements of operations include deficiency of revenues over expenses.  Changes in 
unrestricted net assets which are excluded from deficiency of revenues over expenses, consistent 
with industry practice, include transfer from Board of Trustees for operations and equipment. 

Risk Management 

GPOC is exposed to various risks of loss from torts, theft of, damage to, and destruction of assets; 
business interruption, errors and omissions, employee injuries and illnesses, natural disasters, 
medical malpractice; and employee health, dental and accident benefits.  Commercial insurance 
coverage is purchased for claims arising from such matters. 

Subsequent Events 

Subsequent events have been evaluated through March 31, 2011, which is the date the financial 
statements were available to be issued. 
 

Note 2: Accounts Receivable, Net 

GPOC has agreements with third-party payers that provide for payments to GPOC at amounts 
different from its established rates.  These payment arrangements include: 

Medicare.  Inpatient acute care and swing-bed services rendered to Medicare program 
beneficiaries are paid under cost reimbursement methodologies.  Outpatient services related 
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to Medicare beneficiaries are paid based on a combination of fee schedules and cost 
reimbursement methodologies.  GPOC is reimbursed for most services at tentative rates with 
final settlement determined after submission of an annual cost report by GPOC and audit 
thereof by the Medicare administrative contractor. 

Medicaid. Services rendered to Medicaid program beneficiaries are reimbursed based on a 
combination of cost and cost-based prospective reimbursement methodologies.  GPOC is 
reimbursed for inpatient and outpatient services (excluding long-term care) at tentative rates 
with final settlement determined after submission of an annual cost report by GPOC with 
audit thereof by the Medicaid state program.  GPOC is reimbursed for long-term care services 
at a prospective rate, with annual cost reports submitted to the Medicaid program.  Rates are 
computed each calendar quarter using an average of the 2005, 2006 and 2007 cost reports and 
changes in the Medicaid resident case mix index.  The Medicaid cost reports are subject to 
audit by the State and adjustments to rates can be made retroactively. 

GPOC has also entered into payment agreements with certain commercial insurance carriers and 
preferred provider organizations.  The basis for payment to GPOC under these agreements includes 
prospectively determined rates per discharge, discounts from established charges and prospectively 
determined daily rates. 

Approximately 83% and 81% of net patient service revenue for the years ended September 30, 
2010 and 2009, respectively, are from participation in the Medicare and state-sponsored Medicaid 
programs.  Laws and regulations governing the Medicare and Medicaid programs are complex and 
subject to interpretation and change.  As a result, it is reasonably possible that recorded estimates 
will change materially in the near term. 

During March 2010, President Obama signed into law the Patient Protection and Affordable Care 
Act and the Health Care and Education Tax Credits Reconciliation Act of 2010.  Together, these 
two acts will reform the health care system and will impact payments received by health care 
providers.  Any reductions in payments may be offset by reductions in bad debts and charity care, 
as the number of uninsured Americans is reduced.  However, the overall impact on GPOC of the 
health care reform is not presently determinable. 

Accounts receivable are recorded net of the allowance for doubtful accounts and allowance for 
contractual adjustments at September 30 as follows: 

2010 2009

Patient accounts receivable, gross $       304,855  $       372,051 
Allowance for doubtful accounts            (8,575)                (131)
Allowance for contractual adjustments            52,573             14,494 

Patient accounts receivable, net $       348,853  $       386,414 
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Note 3: Assets Limited As To Use 

Assets limited as to use, internally designated for capital acquisitions, consist of certificates of 
deposit designated by the governing board for the replacement of or acquisition of additional 
capital assets.  These assets may be used for other purposes by action of the governing board. 

 

Note 4: Net Patient Service Revenue 

Net patient service revenue for the years ended September 30, 2010 and 2009, is as follows: 

2010 2009

Gross patient service revenue $    3,861,486  $    4,265,480 

Plus (less)
Contractual adjustments - third-party payers          654,657           649,733 
Administrative adjustments            (9,277)             (7,339)
Charity care          (31,440)           (27,618)

Net patient service revenue $    4,475,426  $    4,880,256 
 

 

Note 5: Pension Plan 

GPOC maintains a contributory pension plan for all eligible employees.  Every employee 18 years 
old or older becomes a plan participant upon active employment.  After 12 months of continuous 
employment, the employer contributes 5% of the participant’s annual compensation up to $16,000 
and 10% of the participant’s compensation in excess of $16,000.  The participant contributes 2.5% 
of compensation up to $16,000 and 5% of compensation in excess of $16,000.  Benefits are funded 
by a money purchase annuity contract with an insurance company.  The plan is funded for past 
service on an installment basis over the estimated remaining duration of employment from the 
effective date of the plan to the employee’s normal retirement date.  The total cost of the plan for 
the years ended September 30, 2010 and 2009, was $191,887 and $189,453, respectively.  Benefits 
vest at 20% per year of service with 100% vesting after five years of service. 

 

Note 6: Related-Party Agreements 

The Board of Trustees has entered into a lease agreement to lease the hospital facilities to GPOC 
for one dollar.  The lease provides that GPOC will assume and continue the operations of the 
hospital and maintain all property and equipment.  The lease expires on December 31, 2010, and 
can be renewed for an additional five-year term. 
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GPOC has contracted with GPHA, which is the sole member of GPOC, for management services.  
Fees incurred under this agreement were $78,811 and $70,816 in 2010 and 2009, respectively.  
Amounts due for these services totaled $0 and $5,925 at September 2010 and 2009, respectively. 

GPOC entered into an agreement with Midwest Health Systems, Inc. (MHS), a subsidiary of 
GPHA, for information technology services.  MHS was a wholly owned subsidiary of GPHA until 
it was dissolved effective October 2008.  GPHA has assumed the agreement, which includes an 
initial lease term of five years with an option to renew.  Fees incurred under this agreement were 
$57,120 and $63,061 in 2010 and 2009, respectively.  Amounts due to MHS for services totaled $0 
and $5,801 at September 30, 2010 and 2009, respectively. 

 

Note 7: Concentration of Credit Risk 

GPOC grants credit without collateral to its patients, most of whom are area residents and are 
insured under third-party payer agreements.  The mix of net accounts receivables from patients and 
third-party payers at September 30, 2010 and 2009, for GPOC is as follows: 

2010 2009

Medicare 40% 23%
Medicaid 17% 9%
Blue Cross 9% 4%
Other third-party payers 19% 55%
Self-pay 15% 9%

100% 100%  

 

Note 8: Medical Malpractice Coverage and Claims 

GPOC purchases medical malpractice insurance under a claims-made policy on a fixed premium 
basis.  Accounting principles generally accepted in the United States of America require a health 
care provider to accrue the expense of its share of malpractice claim costs, if any, for any reported 
and unreported incidents of potential improper professional service occurring during the year by 
estimating the probable ultimate costs of the incidents.  Based upon GPOC’s claim experience, no 
such accrual has been made.  It is reasonably possible that this estimate could change materially in 
the near term. 
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Note 9: Functional Expenses 

GPOC provides health care services primarily to residents within its geographic area.  Expenses 
related to providing these services for the year ended September 30 are as follows: 

2010 2009

Health care services $    4,410,450  $    4,529,114 
General and administrative          686,448           708,274 

$    5,096,898  $    5,237,388 
 

 

Note 10: Commitments 

GPOC has commitments for the remodel of the nurses’ station and the hospital entrance.  The 
estimated completion date of the construction project is December 2010.  The project is being paid 
with the assistance of the Board of Trustees.  The remaining commitment at September 30, 2010, is 
$146,531. 

 

Note 11: Significant Estimates and Concentrations 

Accounting principles generally accepted in the United States of America require disclosure of 
certain significant estimates and current vulnerabilities due to certain concentrations.  Those 
matters include the following: 

Litigation 

In the normal course of business, GPOC is, from time to time, subject to allegations that may or do 
result in litigation.  Some of these allegations are in areas not covered by GPOC’s commercial 
insurance; for example, allegations regarding employment practices or performance of contracts.  
GPOC evaluates such allegations by conducting investigations to determine the validity of each 
potential claim.  Based upon the advice of counsel, management records an estimate of the amount 
of ultimate expected loss, if any, for each of these matters.  Events could occur that would cause 
the estimate of ultimate loss to differ materially in the near term. 

Allowance for Net Patient Service Revenue Adjustments 

Estimates of allowances for adjustments included in net patient service revenue are described in 
Notes 1 and 2. 
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Current Economic Conditions 

The current protracted economic decline continues to present hospitals with difficult circumstances 
and challenges, which in some cases have resulted in large and unanticipated declines in the fair 
value of investments and other assets, large declines in contributions, constraints on liquidity and 
difficulty obtaining financing.  The financial statements have been prepared using values and 
information currently available to GPOC. 

Current economic conditions have made it difficult for certain of our patients to pay for services 
rendered.  Further, the effect of economic conditions on the government may have an adverse 
effect on cash flows related to the Medicare and Medicaid programs. 

Given the volatility of current economic conditions, the values of assets and liabilities recorded in 
the financial statements could change rapidly, resulting in material future adjustments in 
investment values and allowances for accounts receivable that could negatively impact GPOC’s 
ability to maintain sufficient liquidity. 


