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×²¼»°»²¼»²¬ ß«¼·¬±®� Î»°±®¬ 

Board of Trustees
Clarinda Regional Health Center
Clarinda, Iowa

We have audited the accompanying combined balance sheets of Clarinda Regional Health Center and its combined
affiliate, Clarinda Medical Foundation (collectively the Organization), an enterprise fund of the City of Clarinda, Iowa
as of June 30, 2009 and 2008, and the related combined statements of revenue, expenses and changes in net
assets and cash flows for the years then ended. These financial statements are the responsibility of the
Organization’s management. Our responsibility is to express an opinion on these combined basic financial
statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Ù±ª»®²³»²¬ ß«¼·¬·²¹ Í¬¿²¼¿®¼, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. The basic financial
statements of Clarinda Medical Foundation were not audited in accordance with Ù±ª»®²³»²¬ ß«¼·¬·²¹ Í¬¿²¼¿®¼. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the combined basic
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 audits
provide a reasonable basis for our opinion.

As explained in Note 10 to the financial statements, the Organization changed its method of accounting for other
postemployment benefits during the year ended June 30, 2009.

In our opinion, the combined basic financial statements referred to above present fairly, in all material respects, the
financial position of Clarinda Regional Health Center and its combined affiliate, as of June 30, 2009 and 2008, and
the results of their operations and their cash flows for the years then ended, in conformity with accounting principles
generally accepted in the United States of America.

In accordance with Ù±ª»®²³»²¬ ß«¼·¬·²¹ Í¬¿²¼¿®¼, we have also issued our reports, dated November 23, 2009 and
October 27, 2008, for the years ended June 30, 2009 and 2008, respectively, on our consideration of the Clarinda
Regional Health Center’s internal control over financial reporting and our tests of its compliance with certain
provisions of laws, regulations, contracts, grants, agreements and other matters. The purpose of those reports is to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on the internal control over financial reporting or on compliance. Those reports
are an integral part of an audit performed in accordance with Ù±ª»®²³»²¬ ß«¼·¬·²¹ Í¬¿²¼¿®¼ and should be
considered in assessing the results of our audits.
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The management’s discussion and analysis on pages 4 through 10 and budget and budgetary accounting schedule
on page 33 and other postemployment benefit plan schedule of funding progress on page 34 are not required parts
of the combined basic financial statements, but are supplementary information required by the Governmental
Accounting Standards Board. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

Our audits were conducted for the purpose of forming an opinion on the combined basic financial statements of the
Organization. The supplementary information is presented for purposes of additional analysis and is not a required
part of the combined basic financial statements. The supplementary information as of and for the years ended
June 30, 2009 and 2008 has been subjected to the auditing procedures applied in the audit of the combined basic
financial statements and, in our opinion, is fairly stated in all material respects in relation to the combined basic
financial statements taken as a whole.

The accompanying Clarinda Regional Health Center schedule of insurance and comparative statistics, as listed in the
table of contents, are presented for purposes of additional analysis and are not a required part of the combined basic
financial statements. This information has not been subjected to the auditing procedures applied in our audit of the
combined basic financial statements, and accordingly, we express no opinion on them.

Davenport, Iowa
November 23, 2009
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This section of the Clarinda Regional Health Center and its combined affiliate annual audited financial report
represents management’s discussion and analysis of the Organization’s financial performance during the fiscal year
ended June 30, 2009. The analysis will focus on the Organization’s financial performance as a whole. Please read it
in conjunction with the audited financial report.

Ë·²¹ Ì¸· ß²²«¿´ Î»°±®¬

The June 30, 2009 and 2008 Independent Auditor’s Report includes audited financial statements that include:

Combined balance sheets
Combined statements of revenue, expenses and changes in net assets
Combined statements of cash flows
Notes to combined basic financial statements

Ú·²¿²½·¿´ Ø·¹¸´·¹¸¬

The Organization’s total assets increased by $192,300 or 1.3% in 2009 and increased by $1,407,070 or
10.8% in 2008.
The Organization’s net assets increased by $949,684 or 9.0% in 2009 and increased by $1,588,168 or
17.7% in 2008.
The Organization reported an operating gain of $936,215 in 2009 and an operating gain of $1,434,923 in
2008.

Ì¸» Þ¿´¿²½» Í¸»»¬ ¿²¼ Í¬¿¬»³»²¬ ±º Î»ª»²«»ô Û¨°»²» ¿²¼ Ý¸¿²¹» ·² Ò»¬ ß»¬

These financial statements report information about Clarinda Regional Health Center and its combined affiliate using
Governmental Accounting Standards Board (GASB) accounting principles. The balance sheet is a statement of
financial position. It includes all of the Organization’s assets and liabilities and provides information about the
amounts of investments in resources (assets) and the obligations to Organization creditors (liabilities). Revenue and
expenses are reflected for the current and previous year on the statements of revenue, expenses and changes in net
assets. This statement shows the results of the Organization’s operations. The last financial statement is the
statement of cash flows. The statement of cash flows essentially reflects the movement of money in and out of the
Organization that determines the Organization’s solvency. It is divided into cash flows (in or out) from operating, non-
capital financing, capital and related financing, and investing activities.

Also supporting, supplementary information to the above statements is provided in:

Schedules of net patient service revenue
Schedules of adjustments to patient service revenue and other revenue
Schedule of operating expenses
Schedules of aging analysis of accounts receivable from patients and allowance for doubtful accounts
Schedule of inventories and prepaid expenses
Schedule of insurance
Comparative statistics
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Ú·²¿²½·¿´ ß²¿´§· ±º ¬¸» Ñ®¹¿²·¦¿¬·±²

The information from the balance sheets, statements of revenue, expenses and changes in net assets and the
statements of cash flows are summarized in the following tables. Tables 1 and 2 report on the changes in the
Organization’s net assets. Increases or decreases in net assets are one indicator of whether or not the
Organization’s financial health is improving. Other non-financial factors can also have an effect on the Organization’s
financial position. These can include such things as changes in Medicare and Medicaid regulations and
reimbursement, changes with other third-party payors, as well as changes in the economic environment of Clarinda,
Iowa and the surrounding areas.

Asset categories changing significantly during 2009 included cash and cash equivalents, investments and accounts
receivable, while certificates of deposit, accounts receivable and estimated third-party payor settlements significantly
changed during 2008. Current assets increased by $660,354 or 7.7% in 2009 and increased by $1,410,692 or 20% in
2008. Net patient accounts receivable decreased by $234,962 or 10.7% in 2009 and decreased by $272,110 or 11%
in 2008.

Liability categories changing significantly during 2009 included accrued expenses and estimated third-party payor
settlements while accrued expenses and accounts payable significantly changed during 2008. Accrued expenses
increased by $129,302 or 13.9% in 2009 and decreased by $212,805 or 18.6% in 2008. The estimated third-party
payor settlements changed from a liability of $310,000 as of June 30, 2008 to a liability of $40,000 as of June 30,
2009.

Ì¿¾´» ïæ ß»¬ô Ô·¿¾·´·¬·» ¿²¼ Ò»¬ ß»¬

2009 2008 2007

ß»¬
Current assets 9,145,580$ 8,548,605$ 7,137,913$
Noncurrent cash and investments 451,489 407,274 416,403
Capital assets, net 4,968,500 5,479,344 5,467,385
Other assets 7,270 8,695 15,147

Ì±¬¿´ ¿»¬ 14,572,839$ 14,443,918$ 13,036,848$

Ô·¿¾·´·¬·»
Total current liabilities 2,168,591$ 2,405,445$ 2,191,264$
Long-term debt, less current maturities 946,855 1,465,106 1,860,385

Ì±¬¿´ ´·¿¾·´·¬·» 3,115,446 3,870,551 4,051,649

Ò»¬ ¿»¬æ
Invested in capital assets, net of related debt 3,502,273 3,367,877 2,957,114
Restricted by bond agreement 500,000 500,000 500,000
Unrestricted 7,455,120 6,705,490 5,528,085

Ì±¬¿´ ²»¬ ¿»¬ 11,457,393 10,573,367 8,985,199
Ì±¬¿´ ´·¿¾·´·¬·» ¿²¼ ²»¬ ¿»¬ 14,572,839$ 14,443,918$ 13,036,848$
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The current ratio (current assets divided by current liabilities) for 2009 was 4.38 and 2008 was 3.55. It is a measure
of liquidity, providing an indication of the Organization’s ability to pay current liabilities; a high ratio number is
preferred.

Table 2 summarizes information from the statements of revenue, expenses and changes in net assets.

Ì¿¾´» îæ Í¬¿¬»³»²¬ ±º Î»ª»²«»ô Û¨°»²» ¿²¼ Ý¸¿²¹» ·² Ò»¬ ß»¬

2009 2008 2007

Operating revenue 18,534,949$ 17,704,701$ 18,113,403$
Operating expenses 17,664,392 16,269,778 16,775,192

Ñ°»®¿¬·²¹ ·²½±³» 870,557 1,434,923 1,338,211

Nonoperating revenue 39,509 158,377 385,728
Nonoperating expense 26,040 5,132 -

13,469 153,245 385,728

×²½®»¿» ·² ²»¬ ¿»¬ 884,026 1,588,168 1,723,939

Net assets:
Beginning 10,573,367 8,985,199 7,261,260
Ending 11,457,393$ 10,573,367$ 8,985,199$

Ì±¬¿´ ®»ª»²«» 18,574,458$ 17,863,078$ 18,499,131$

Ì±¬¿´ »¨°»²» 16,274,910$ 16,274,910$ 16,775,192$
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Net patient service revenue increased $887,073 or 5.1% in 2009 and decreased $411,748 or 2.3% in 2008. To arrive
at net patient service revenue, contractual adjustments and provisions for bad debt have been made to gross patient
service revenue due to agreements with third-party payors and patients. Table 3 below shows the contractual
adjustments that were recognized:

Total operating expenses increased by $1,452,445 or 8.9% in 2009 and decreased by $505,414 or 3% in 2008. The
operating expenses are broken by department on the schedules of operating expenses on pages 38 to 41 of the
combined financial report.

The operating margin (total operating revenue less total operating expenses divided by total operating revenue) was
a positive 5.0% in 2009 down from a positive operating margin of 8.1% in 2008. Operating income in 2009 was
$936,215 compared to operating income of $1,434,923 in 2008.

Other operating revenue made up 1.3% of total operating revenue in 2009 and 1.0% of total operating revenue in
2008. Table 4 shows the detail for this line item.

Ì¿¾´» íæ Ò»¬ Ð¿¬·»²¬ Í»®ª·½» Î»ª»²«» ¿²¼ Ý±²¬®¿½¬«¿´ ß¼¶«¬³»²¬

2009 2008 2007

Total gross patient service revenue 27,964,347$ 26,352,383$ 26,506,478$
Contractual adjustments and provisions for

bad debt (9,617,590) (8,825,420) (8,567,767)
Ò»¬ °¿¬·»²¬ »®ª·½» ®»ª»²«» 18,346,757$ 17,526,963$ 17,938,711$

Contractual adjustments and provisions for
bad debt as a percent of total gross patient
service revenue 34.39% 33.49% 32.32%

Ì¿¾´» ìæ Ñ¬¸»® Î»ª»²«»

2009 2008 2007

Lifeline, net 4,268$ 14,178$ 12,448$
Dietary 7,211 5,604 6,957
Employee meals 65,506 53,827 49,974
Meals on wheels and congregate meals 51,793 24,273 53,500
Wellness program 6,584 4,622 5,125
Medical records transcripts 7,253 7,017 7,730
Rental income and other miscellaneous 45,577 68,217 38,958

Ì±¬¿´ ±¬¸»® ®»ª»²«» 188,192$ 177,738$ 174,692$
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Ñ®¹¿²·¦¿¬·±² Í¬¿¬·¬·½¿´ Ü¿¬¿

Table 5 shows the Organization’s statistical data.

Ì¸» Ñ®¹¿²·¦¿¬·±²� Ý¿  ̧Ú´±© 

The Organization experienced positive cash flows from operations of approximately $2,017,145 in 2009 compared to
positive cash flows from operations of approximately $3,308,704 in 2008. The change in cash flows from operations
is primarily due to the decreases in patient accounts receivable and estimated third-party payor settlements along
with a decrease in income from operations.

Ý¿°·¬¿´ ß»¬

As of June 30, 2009 and 2008 the Organization had $4,968,500 and $5,479,344, respectively, invested in capital
assets net of accumulated depreciation. In 2009 the Organization had $356,713 of capital asset additions offset by
depreciation of $867,557.

Additional information about the Organization’s capital assets can be found in Note 5 of the financial statements.

Ì¿¾´» ëæ Í¬¿¬·¬·½¿´ Ü¿¬¿

2009 2008 2007

Patient days:
Acute 1,489 1,533 1,511
Swing bed 1,185 1,041 998

Ì±¬¿´ 2,674 2,574 2,509

Admissions:
Acute 528 569 558
Swing bed 176 188 176

Ì±¬¿´ 704 757 734

Discharges:
Acute 525 575 526
Swing bed 176 190 176

Ì±¬¿´ 701 765 702

Average length of stay, acute 2.8 2.7 2.6

Beds, acute and swing 25 25 25

Occupancy percentage, acute and swing,
based on 25 beds 29.3% 28.2% 27.5%
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Ô±²¹óÌ»®³ Ü»¾¬

Table 6 shows a summary of the Organization’s long-term debt outstanding.

Approximately $808,874 of the outstanding long-term debt held by the Organization consists of the Series 1997A and
Series 1997B hospital revenue bonds. The Series A bonds are due in monthly installments of principal and interest
through September 2012. The Series B bonds are due in monthly installments of principal and interest through
September 2013. The Organization also has incurred capital lease obligations totaling approximately $657,353 which
are due in monthly installments of principal and interest and mature on various dates and are secured by equipment.

Additional information about the Organization’s long-term debt can be found in Note 6 of the financial statements.

Þ«¼¹»¬¿®§ Ø·¹¸´·¹¸¬

In accordance with the Code of Iowa, the Board of Trustees annually adopts a budget following required public notice
and hearings. The annual budget may be amended during the year utilizing similar statutorily-prescribed procedures.
The budgetary basis is non-GAAP basis adjusted for equipment improvements and lease payments. There were no
amendments to the budget in the current year.

The Organization’s total revenue was under budget by $657,562 or 3.4%.
The Organization’s total operating expenses were under budget by $182,846 or 1.0%.

Û½±²±³·½ Ú¿½¬±®

The economic trends in our community, as well our population figures have stayed relatively stable over the past few
years, and thus there has been little change in the economic profile of the community.

There appears to be no sign of any new industries making a move to our community nor are there any indications of
any businesses closing. With that, the economic outlook for our community should remain steady.

Ì¿¾´» êæ Ô±²¹óÌ»®³ Ü»¾¬

2009 2008 2007

Hospital revenue bonds, Series 1997A 278,704$ 357,090$ 432,275$
Hospital revenue bonds, Series 1997B 530,170 645,207 754,896
Obligations under capital lease 657,353 1,109,170 1,323,100

Ì±¬¿´ ´±²¹ó¬»®³ ¼»¾¬ 1,466,227$ 2,111,467$ 2,510,271$
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Ý±²¬¿½¬·²¹ ¬¸» Ñ®¹¿²·¦¿¬·±²

This financial report is designed to provide our citizens, customers and creditors with a general overview of Clarinda
Regional Health Center and combined affiliate’s finances and to demonstrate the Organization’s accountability for the
money it receives. If you have any questions about this report or need additional information, please contact Chris
Stipe, CEO at Clarinda Regional Health Center, 17th and Wells Streets, Clarinda, Iowa 51632.
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ß»¬ îððç 2008
Current Assets:

Cash and cash equivalents îôïéêôççêü 1,242,678$
Certificates of deposit íôçìîôçèé 3,834,132
Investments ìðíôìëë 549,037
Assets limited as to use, restricted by bond agreement ïççôìèè 194,197
Receivables:

Patient, net ïôçëéôëçð 2,192,552
Other îìôìíì 39,077

Inventories íèîôïéí 405,592
Prepaid expenses ïîïôèíê 91,340

Ì±¬¿´ ½«®®»²¬ ¿»¬ çôîðèôçëç 8,548,605

Assets Limited as to Use:
Restricted by bond agreement íððôëïî 305,803
Board-designated for health insurance ïëðôçéé 101,471

ìëïôìèç 407,274

Capital Assets:
Nondepreciable íééôççë 377,995
Depreciable, net ìôëçðôëðë 5,101,349

ìôçêèôëðð 5,479,344

Other Assets:
Employee and physician advances éôîéð 7,145
Other assets ó 1,550

éôîéð 8,695
ïìôêíêôîïèü 14,443,918$

See Notes to Combined Basic Financial Statements.
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Ô·¿¾·´·¬·» ¿²¼ Ò»¬ ß»¬ îððç 2008
Current Liabilities:

Current maturities of long-term debt ëïçôíéîü 646,361$
Accounts payable ìèðôîêê 516,712
Accrued expenses:

Salaries, wages and payroll taxes ìîêôîíê 382,400
Paid leave ëïðôìíè 424,972
Health insurance claims ïîëôððð 125,000

Estimated third-party payor settlements ìðôððð 310,000
Ì±¬¿´ ½«®®»²¬ ´·¿¾·´·¬·» îôïðïôíïî 2,405,445

Other Postemployment Benefits êëôððð -
Long-Term Debt, less current maturities çìêôèëë 1,465,106

Ì±¬¿´ ´·¿¾·´·¬·» íôïïíôïêé 3,870,551

Commitments and Contingencies (Notes 9 and 12)

Net Assets:
Invested in capital assets, net of related debt íôëðîôîéí 3,367,877
Restricted by bond agreement ëððôððð 500,000
Unrestricted éôëîðôééè 6,705,490

ïïôëîíôðëï 10,573,367
ïìôêíêôîïèü 14,443,918$
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îððç 2008
Operating revenue:

Net patient service revenue ïèôìïìôðíêü 17,526,963$
Other revenue îììôìðî 177,738

Ì±¬¿´ ®»ª»²«» ïèôêëèôìíè 17,704,701

Expenses:
Salaries and wages éôéïîôðïì 7,306,286
Employee benefits îôîëðôçëì 1,672,881
Supplies îôïîíôîðì 2,102,381
Medical professional fees çèìôèëï 872,401
Other costs íôïîíôéçé 2,755,104
Utilities ïêìôêïì 202,681
Insurance ïéïôèêë 172,059
Leases and rentals îìðôíéè 233,650
Depreciation and amortization èêçôïðé 854,987
Interest èïôìíç 97,348

Ì±¬¿´ »¨°»²» ïéôéîîôîîí 16,269,778

Ñ°»®¿¬·²¹ ·²½±³» çíêôîïë 1,434,923

Nonoperating income (expense):
Investment income (loss) øïçôëíè÷ 102,493
Contributions íçôëðç 55,884
Other øêôëðî÷ (5,132)

Ò»¬ ²±²±°»®¿¬·²¹ ·²½±³» ïíôìêç 153,245

Ý¸¿²¹» ·² ²»¬ ¿»¬ çìçôêèì 1,588,168

Net assets:
Beginning ïðôëéíôíêé 8,985,199
Ending ïïôëîíôðëïü 10,573,367$

See Notes to Combined Basic Financial Statements.
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Ý´¿®·²¼¿ Î»¹·±²¿´ Ø»¿´¬¸ Ý»²¬»®
¿²¼ Ý±³¾·²»¼ ßºº·´·¿¬»

Ý±³¾·²»¼ Í¬¿¬»³»²¬ ±º Ý¿¸ Ú´±©
Ç»¿® Û²¼»¼ Ö«²» íðô îððç ¿²¼ îððè

îððç 2008
Cash Flows from Operating Activities:

Cash received from patients and third parties ïèôíéèôççèü 18,539,073$
Cash paid to employees øçôéêèôêêê÷ (9,113,222)
Cash paid to suppliers øêôèëîôîíî÷ (6,321,922)
Other receipts and payments, net îëçôðìë 204,775

Ò»¬ ½¿¸ °®±ª·¼»¼ ¾§ ±°»®¿¬·²¹ ¿½¬·ª·¬·» îôðïéôïìë 3,308,704

Cash Flows Provided by Noncapital Financing Activities,
contributions íçôëðç 55,884

Cash Flows from Capital and Related Financing Activities:
Interest paid on long-term debt øèïôìíç÷ (97,348)
Acquisition of capital assets øíëêôéïí÷ (656,977)
Proceeds from the sale of capital assets ó 44,139
Principal payments on long-term debt øêìëôîìð÷ (664,549)

Ò»¬ ½¿¸ ø«»¼ ·²÷ ½¿°·¬¿´ ¿²¼ ®»´¿¬»¼ º·²¿²½·²¹ ¿½¬·ª·¬·» øïôðèíôíçî÷ (1,374,735)

Cash Flows from Investing Activities:
Purchases of investments and assets limited as to use øïìèôéèé÷ (2,148,311)
Investment income ïïêôìéð 144,241
Other øêôêîé÷ 12,957

Ò»¬ ½¿¸ ø«»¼ ·²÷ ·²ª»¬·²¹ ¿½¬·ª·¬·» øíèôçìì÷ (1,991,113)

×²½®»¿» ø¼»½®»¿»÷ ·² ½¿¸ ¿²¼ ½¿¸ »¯«·ª¿´»²¬ çíìôíïè (1,260)

Cash and cash equivalents:
Beginning ïôîìîôêéè 1,243,938
Ending îôïéêôççêü 1,242,678$

øÝ±²¬·²«»¼÷
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Ç»¿® Û²¼»¼ Ö«²» íðô îððç ¿²¼ îððè

îððç 2008
Reconciliation of Operating Income to Net Cash Provided by

Operating Activities:
Operating income çíêôîïëü 1,434,923$
Adjustments to reconcile operating income to

net cash provided by operating activities:
Interest expense considered capital financing activity èïôìíç 97,348
Depreciation èêéôëëé 851,887
Amortization ïôëëð 3,100
(Increase) decrease in:

Patient and other receivables, net îìçôêðë 299,147
Inventories îíôìïç 23,338
Prepaid expenses øíðôìçê÷ (48,745)

Increase (decrease) in:
Accounts payable and accrued expenses çîôèëê (92,294)
Other postemployment benefits êëôððð -
Estimated third-party payor settlements øîéðôððð÷ 740,000

Ò»¬ ½¿¸ °®±ª·¼»¼ ¾§ ±°»®¿¬·²¹ ¿½¬·ª·¬·» îôðïéôïìëü 3,308,704$

Noncash Capital and Related Financing Activities,
capital lease obligation incurred for acquisition
of capital assets óü 265,745$

Noncash Investing Activities, net change in unrealized
gains (losses) øïíêôððè÷ (41,748)

See Notes to Combined Basic Financial Statements.
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Ò±¬» ïò Ò¿¬«®» ±º Þ«·²» ¿²¼ Í·¹²·º·½¿²¬ ß½½±«²¬·²¹ Ð±´·½·»

Ò¿¬«®» ±º ¾«·²»æ

Clarinda Regional Health Center (Health Center) is a city public hospital under Chapter 392 of the Code of Iowa,
and is an enterprise fund of the City of Clarinda, Iowa. The Health Center primarily earns revenue by providing
health care services to patients on an inpatient and outpatient basis. The Health Center is exempt from income
taxes as a political subdivision of the State of Iowa.

Clarinda Medical Foundation (Foundation) is a not-for-profit, tax-exempt corporation formed in 1995 in accordance
with the laws of the State of Iowa. The Foundation’s purpose is to solicit funds to enhance health care services for
residents of southwest Iowa and surrounding communities. The Foundation is a 501(c)(3) not-for-profit
organization.

The Health Center and the Foundation are collectively referred to as the Clarinda Regional Health Center and
combined affiliate (Organization). There are no other organizations or agencies whose financial statements should
be combined and presented with these combined basic financial statements.

Í·¹²·º·½¿²¬ ¿½½±«²¬·²¹ °±´·½·»æ

Principles of combination: The accompanying combined basic financial statements include the accounts of the
Health Center and Foundation. All significant intercompany balances and transactions have been eliminated in
combination.

Reporting entity: For financial reporting purposes, the Organization has included all funds, organizations,
agencies, boards, commissions and authorities. The Organization has also considered all potential units for which
it is financially accountable, and other organizations for which the nature and significance of their relationship with
the Organization are such that exclusion would cause the Organization's combined basic financial statements to
be misleading or incomplete. The Governmental Accounting Standards Board has set forth criteria to be
considered in determining financial accountability. These criteria include appointing a voting majority of an
organization's governing body, and (1) the ability of the organization to impose its will on that organization or (2)
the potential for the organization to provide specific benefits to, or impose specific financial burdens on the
organization. The Foundation is included in the Organization's combined basic financial statements as a
component unit. The Foundation is a legally separate not-for-profit corporation that is in substance a part of the
Organization's operations. It is organized primarily to benefit the Clarinda Regional Health Center.

Accounts of the Foundation are combined with the accounts of the Health Center for financial reporting purposes.
Transactions between the Health Center and the Foundation are eliminated in combination.

Accrual basis of accounting: The accrual basis of accounting is used by the Organization. Under the accrual basis
of accounting, revenue is recognized when earned and expenses are recognized when the liability has been
incurred. Under this basis of accounting, all assets and liabilities associated with the operation of the Organization
are included in the combined balance sheets.
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Ò±¬» ïò Ò¿¬«®» ±º Þ«·²» ¿²¼ Í·¹²·º·½¿²¬ ß½½±«²¬·²¹ Ð±´·½·» øÝ±²¬·²«»¼÷

Accounting standards: The Organization has elected to apply all applicable Governmental Accounting Standards
Board (GASB) pronouncements as well as the following pronouncements issued on or before November 30, 1989,
unless those pronouncements conflict or contradict GASB pronouncements: Financial Accounting Standards
Board (FASB) Statements and Interpretations, Accounting Principles Board (APB) Opinions, and Accounting
Research Bulletins (ARBs). The Organization has elected not to apply FASB guidance subsequent to
November 30, 1989.

Accounting estimates: The preparation of combined basic 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 combined basic financial statements and the reported amounts of revenue and
expenses during the reporting period. Actual results could differ from those estimates.

Cash and cash equivalents: Cash and cash equivalents include temporary cash investments whose use is not
limited or restricted. The temporary cash investments have original maturities of three months or less at date of
issuance. Certain temporary investments internally designated as long-term investments are excluded from cash
and cash equivalents.

Patient receivables: Patient receivables where a third-party payor is responsible for paying the amount are carried
at a net amount determined by the original charge for the service provided, less an estimate made for contractual
adjustments or discounts provided to third-party payors.

Patient receivables due from the patients are carried at the original charge for the service provided less amounts
covered by third-party payors and less an estimated allowance for doubtful accounts based on a review of all
outstanding amounts on a monthly basis. Management determines the allowance for doubtful accounts by
identifying troubled accounts, by historical experience applied to an aging of accounts, and by considering the
patient’s financial history, credit history and current economic conditions. The Health Center does not charge
interest on patient receivables. Patient receivables are written off as bad debt expense when deemed
uncollectible. Recoveries of receivables previously written off are recorded as a reduction of bad debt expense
when received.

Receivables or payables related to estimated settlements on various risk contracts that the Organization
participates in are reported as third-party payor receivables or payables.

Inventories: Inventories are valued at the lower of cost (first-in, first-out method) or market, with cost determined
using the first-in, first-out method. Inventories are recorded as an expenditure at the time of consumption.

Assets limited as to use and investments: Assets limited as to use include bond-restricted assets and assets set
aside by the Board of Trustees for health insurance claims, over which the Board retains control and may at its
discretion subsequently use for other purposes.
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Ò±¬» ïò Ò¿¬«®» ±º Þ«·²» ¿²¼ Í·¹²·º·½¿²¬ ß½½±«²¬·²¹ Ð±´·½·» øÝ±²¬·²«»¼÷

Investments, including assets limited as to use, are recorded at fair value in accordance with Governmental
Accounting Standards Board Statement No. 31, ß½½±«²¬·²¹ ¿²¼ Ú·²¿²½·¿´ Î»°±®¬·²¹ º±® Ý»®¬¿·² ×²ª»¬³»²¬ ¿²¼
º±® Û¨¬»®²¿´ ×²ª»¬³»²¬ Ð±±´ò Investments in equity securities with readily determinable fair values and all
investments in debt securities, including those classified as assets limited as to use, are measured at fair value in
the combined balance sheets. Securities traded on national or international exchange are valued at the last
reported sales price at current exchange rates. The Foundation’s investments include unit investments trusts (UIT)
which are fixed portfolios of securities, held for a predetermined time where the Foundation has purchased units
which represent an undivided ownership in the securities contained in the portfolio. The UIT’s are priced at the end
of each day, similar to mutual funds, based on market price of the underlying securities. Investment income,
including realized gains and losses on investments, interest and dividends, and changes in unrealized gains and
losses are included in nonoperating income.

Capital assets: Capital assets are carried at cost or, if donated, at fair value at date of donation. Depreciation is
computed by the straight-line method over the assets’ estimated useful lives ranging from 3 to 40 years. The
amortization expense on assets acquired under capital leases is included with depreciation expense on owned
assets. Interest expense related to the construction of capital assets is capitalized. For the years ended June 30,
2009 and 2008, there was no interest capitalized on construction.

Employee and physician advances: Employee and physician advances are primarily related to the recruitment of
physicians to meet the community’s needs. The advances are being forgiven over a period of three to five years,
provided that the physicians and employees have continued satisfactory service.

Net patient service revenue: Net patient service revenue is reported at the estimated net realizable amounts from
patients, third-party payors and others for services rendered, including estimated retroactive adjustments under
reimbursement agreements with third-party payors. Retroactive adjustments with third-party payors are accrued
on an estimated basis in the period the related services are rendered and adjusted in future periods as final
settlements are determined. Net patient service revenue is reported net of provision for bad debts.

Contributions: From time to time the Organization receives contributions from individuals and private
organizations. Revenue from contributions (including contributions of capital assets) is recognized when all
eligibility requirements, including time requirements, are met. Contributions may be restricted for either specific
operating purposes or for capital purposes. Amounts that are unrestricted or that are restricted to a specific
operating purpose are reported as nonoperating revenue. Amounts restricted to capital acquisitions are reported
after nonoperating revenue and expenses.

Investment earnings: Investment earnings of the unrestricted funds are reported as nonoperating income.
Investment income and gains (losses) on restricted funds are added to (deducted from) their respective net asset
accounts.
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Ò±¬» ïò Ò¿¬«®» ±º Þ«·²» ¿²¼ Í·¹²·º·½¿²¬ ß½½±«²¬·²¹ Ð±´·½·» øÝ±²¬·²«»¼÷

Operating income: The Organization distinguishes operating revenue and expenses from nonoperating items.
Operating revenue and expenses generally result from the primary purpose of the Organization, which is to
provide medical services to the area. Other operating revenue consists of cafeteria and special meals and other
miscellaneous services. Operating expenses consist primarily of salaries and benefits, supplies, medical
professional fees, utilities, insurance, depreciation and interest. All revenue and expenses not meeting these
criteria are considered nonoperating.

Net assets: Net asset classifications are defined as follows:

×²ª»¬»¼ ·² ½¿°·¬¿´ ¿»¬ô ²»¬ ±º ®»´¿¬»¼ ¼»¾¬ – This component of net assets consists of capital assets,
including any restricted capital assets, net of accumulated depreciation and net of the outstanding balance of
any bonds, notes or other borrowings that are attributable to the acquisition, construction or improvement of
those assets.

Î»¬®·½¬»¼ – This component of net assets consists of constraints placed on net assets through external
constraints imposed by creditors (such as through debt agreements), grantors, contributors, or laws or
regulations of other governments or constraints imposed by law through constitutional provisions or enabling
legislation, including amounts deposited as required by debt agreements.

Ë²®»¬®·½¬»¼ ²»¬ assets – This component of net assets consists of net assets that do not meet the definition of
“restricted” or “invested in capital assets, net of related debt” above.

The Organization’s board-designated assets limited as to use have been designated for employee health
insurance claims.

The Organization first applies restricted resources when an expense is incurred for purposes for which both
restricted and unrestricted net assets are available.

Charity care: The Organization provides care to patients who meet certain criteria under its charity care policy
without charge or at amounts less than its established rates. Because the Organization does not pursue collection
of amounts determined to qualify as charity care, they are not reported as revenue. The Organization maintains
records to identify and monitor the level of charity care it provides. These records include the amounts of charges
forgone for services and supplies furnished under its charity care policy and the estimated cost of those services
and supplies. The amount of charges forgone, based on established rates, was approximately $190,000 and
$174,000 for the years ended June 30, 2009 and 2008, respectively.

Although not accounted for as charity care, the Organization considers the contractual adjustment expense related
to the Medicaid services as charity care. Contractual adjustment expense related to the Medicaid services
performed was approximately $683,000 and $656,000 for the years ended June 30, 2009 and 2008, respectively.

Gifts, grants and bequests: Gifts, grants and bequests not designated by donors for specific purposes are
reported as nonoperating revenue regardless of the use for which they might be designated by the Board of
Trustees.
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Ò±¬» îò Ò»¬ Ð¿¬·»²¬ Í»®ª·½» Î»ª»²«»

Approximately 78% of the Organization’s net patient service revenue is earned under agreements with Medicare,
Medicaid and Blue Cross. These agreements provide for reimbursement to the Organization at amounts different
from its established rates. Contractual adjustments under third-party reimbursement programs represent the
difference between the Organization’s established rates for services and amounts reimbursed by third-party payors.
A summary of the basis of reimbursement with major third-party reimbursement programs follows:

Medicare: The Organization received Critical Access Hospital designation effective September 1, 2003. Under the
Critical Access Hospital methodology, the Organization is reimbursed for inpatient, outpatient, swing-bed and rural
health clinic services based on a reasonable cost methodology at a tentative rate with final settlement determined
after submission of annual cost reports and audit or review by the third-party Medicare fiscal intermediary. Home
health services are reimbursed based on prospective payment rates which vary according to a patient
classification system that is based on clinical, diagnostic and other factors.

The Organization’s Medicare cost reports have been finalized by the Medicare fiscal intermediary through
June 30, 2007.

Medicaid: The Organization receives reimbursement for services provided to Medicaid beneficiaries based on the
cost of providing those services. Interim payments are established for inpatient, outpatient, swing-bed, home
health and rural health clinic services, with final settlements determined after submission of annual cost reports
and audit or review by the third-party Medicaid fiscal intermediary.

The Organization's Medicaid cost reports have been finalized by the Medicaid fiscal intermediary through June 30,
2007.

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

A summary of the Organization’s patient service revenue for the years ended June 30, 2009 and 2008 is as follows:

Contractual adjustment expense for the years ended June 30, 2009 and 2008 includes the effect of a change in the
estimate of the amount due to third-party payors. The effect of this change in estimate is a decrease in contractual
adjustment expense of approximately $336,000 and $75,000 for the years ended June 30, 2009 and 2008,
respectively. The change in estimate is the result of retroactive adjustments based on the final settlements of prior
years’ cost reports.

2009 2008

Gross patient service revenue 27,964,347$ 26,352,383$
Less:

Provision for bad debts 722,789 976,520
Discounts, allowances and estimated contractual

adjustments under third-party reimbursement programs 8,827,522 7,848,900
Ò»¬ °¿¬·»²¬ »®ª·½» ®»ª»²«» 18,414,036$ 17,526,963$
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Ò±¬» íò Ð¿¬·»²¬ Î»½»·ª¿¾´»

Patient receivables reported as current assets by the Organization as of June 30, 2009 and 2008 consisted of the
following:

Ò±¬» ìò Ý¿¸ ¿²¼ ×²ª»¬³»²¬

The Health Center has no investments as of June 30, 2009. As of June 30, 2009, the Foundation has the following
investments:

×²¬»®»¬ ®¿¬» ®·µæ In accordance with the Foundation’s investment policy, the Foundation strives to preserve principal
while providing growth of the portfolio. The Foundation’s policy prohibits trades on margin, purchases of futures or
options and purchases of real estate solely for investment purposes.

According to the Health Center’s investment policy, the safety and preservation of principal in the overall portfolio and
obtaining a reasonable return are the objectives of the policy. The policy prohibits investments in reverse repurchase
agreements and futures and options contracts.

2009 2008

Patients 3,477,594$ 4,092,826$
Less:

Allowance for doubtful accounts 820,280 1,056,793
Allowance for contractual adjustments 699,724 843,481

1,957,590$ 2,192,552$

Maturities Fair Value
Investment:

First Trust Target Triad N/A 26,002$
First Trust Target Focus Four N/A 27,639
Mutual funds N/A 349,814

403,455$
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Ò±¬» ìò Ý¿¸ ¿²¼ ×²ª»¬³»²¬ øÝ±²¬·²«»¼÷

Ý®»¼·¬ ®·µæ The Iowa Code authorizes the Health Center and Foundation to invest in obligations of the U.S.
government, its agencies, and instrumentalities; certificates of deposit or other evidences of deposit at federally
insured depository institutions; prime banker’s acceptances that mature within 270 days and that are eligible for
purchase by a federal reserve bank; commercial paper or other short-term corporate debt that matures within 270
days and that is rated within the two highest classifications, as established by at least one of the standard rating
services approved by the superintendent of banking; repurchase agreements whose underlying collateral consists of
obligations of the U.S. government, its agencies, and instrumentalities; an open-end management investment
company registered with federal securities and exchange commission under the Federal Investment Company Act of
1940; a joint investment trust organized pursuant to Chapter 28E prior to and existing in good standing on April 28,
1992, or is rated within the two highest classifications by at least one of the standard rating services approved by the
superintendent of banking; and warrants or improvement certificates of a levee or drainage district. The mutual funds
and unit investment trusts held by the Organization as of June 30, 2009 are not rated by a nationally recognized
statistical rating organization.

Ý±²½»²¬®¿¬·±² ±º ½®»¼·¬ ®·µæ The Foundation places no limit on the amount the Foundation may invest in any one
issuer. The Foundation has investments of $403,455 as of June 30, 2009 of which approximately 13% consists of
unit investment trusts offered by First Trust Portfolios. The remaining investments consist of mutual funds.

Ý«¬±¼·¿´ ½®»¼·¬ ®·µæ Custodial credit risk is the risk that in the event of a bank failure, the government’s deposits
may not be returned to it. It is the Health Center and Foundation’s policy to avoid default risks with financial
institutions with which the chief financial officer deposits monies by determining in advance of the deposit that each
depository in which monies are to be placed is an approved depository for purposes of Chapter 453 of Iowa Code. As
of June 30, 2009, the Organization’s deposits and investments were not exposed to custodial credit risk.

The Organization’s cash, investments and assets limited as to use as of June 30, 2009 and 2008 consist of the
following:

2009 2008

Cash 2,327,973$ 1,344,149$
Certificates of deposit 4,442,987 4,334,132
Equity securities, unit investment trusts 53,641 164,575
Mutual funds 349,814 384,462

7,174,415$ 6,227,318$
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Ò±¬» ìò Ý¿¸ ¿²¼ ×²ª»¬³»²¬ øÝ±²¬·²«»¼÷

These balances are presented in the combined balance sheets as summarized below:

Ò±¬» ëò Ý¿°·¬¿´ ß»¬

Activity in capital assets and accumulated depreciation for the years ended June 30, 2009 and 2008 are as follows:

June 30, Transfers and June 30,
2008 Additions Disposals 2009

Capital assets not being depreciated:
Land 61,750$ -$ -$ 61,750$
Construction in progress 316,245 - - 316,245

Ì±¬¿´ ½¿°·¬¿´ ¿»¬ ²±¬
¾»·²¹ ¼»°®»½·¿¬»¼ 377,995 - - 377,995

Capital assets being depreciated:
Land improvements 220,633 - - 220,633
Building 6,464,451 17,437 - 6,481,888
Fixed equipment 779,148 - - 779,148
Movable equipment 5,277,961 339,276 - 5,617,237

Ì±¬¿´ ½¿°·¬¿´ ¿»¬
¾»·²¹ ¼»°®»½·¿¬»¼ 12,742,193 356,713 - 13,098,906

Less accumulated depreciation for:
Land improvements 158,533 11,997 - 170,530
Building 3,326,190 169,986 - 3,496,176
Fixed equipment 717,132 39,687 - 756,819
Movable equipment 3,438,989 645,887 - 4,084,876

Ì±¬¿´ ¿½½«³«´¿¬»¼
¼»°®»½·¿¬·±² 7,640,844 867,557 - 8,508,401

Total capital assets being depreciated, net 5,101,349 (510,844) - 4,590,505
Ý¿°·¬¿´ ¿»¬ô ²»¬ 5,479,344$ (510,844)$ -$ 4,968,500$

2009 2008

Cash and cash equivalents 2,176,996$ 1,242,678$
Certificates of deposit 3,942,987 3,834,132
Investments 403,455 549,037
Assets limited as to use, restricted by bond agreement 199,488 194,197
Noncurrent cash and investments:

Restricted by bond agreement 300,512 305,803
Internally designated for health insurance 150,977 101,471

7,174,415$ 6,227,318$
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June 30, Transfers and June 30,
2007 Additions Disposals 2008

Capital assets not being depreciated:
Land 61,750$ -$ -$ 61,750$
Construction in progress 77,710 238,535 - 316,245

Ì±¬¿´ ½¿°·¬¿´ ¿»¬ ²±¬
¾»·²¹ ¼»°®»½·¿¬»¼ 139,460 238,535 - 377,995

Capital assets being depreciated:
Land improvements 220,633 - - 220,633
Building 6,464,451 - - 6,464,451
Fixed equipment 779,148 - - 779,148
Movable equipment 4,666,987 684,187 (73,213) 5,277,961

Ì±¬¿´ ½¿°·¬¿´ ¿»¬
¾»·²¹ ¼»°®»½·¿¬»¼ 12,131,219 684,187 (73,213) 12,742,193

Less accumulated depreciation for:
Land improvements 145,483 13,050 - 158,533
Building 3,146,165 180,025 - 3,326,190
Fixed equipment 642,104 75,028 - 717,132
Movable equipment 2,869,542 583,784 (14,337) 3,438,989

Ì±¬¿´ ¿½½«³«´¿¬»¼
¼»°®»½·¿¬·±² 6,803,294 851,887 (14,337) 7,640,844

Total capital assets being depreciated, net 5,327,925 (167,700) (58,876) 5,101,349
Ý¿°·¬¿´ ¿»¬ô ²»¬ 5,467,385$ 70,835$ (58,876)$ 5,479,344$
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Ò±¬» êò Ô±²¹óÌ»®³ Ü»¾¬

Long-term debt activity as of and for the years ended June 30, 2009 and 2008 is as follows:

(A) Hospital Revenue Bonds, 1997 Series A require monthly payments of principal and interest. The interest rate is
adjustable every five years beginning in October 2002. The interest rate as of June 30, 2009, was 4.44%.
Principal and interest payments are due through September 2012.

Hospital Revenue Bonds, 1997 Series B require monthly payments of principal and interest. The interest rate is
adjustable every five years beginning in October 2003. The interest rate as of June 30, 2009, was 3.51%.
Principal and interest payments are due through September 2013.

The 1997 Series A and B Revenue Bond agreements require the Health Center to maintain a minimum of 40%
of the outstanding bond balance, but not less than $500,000, in restricted funds at all times. In connection with
the Hospital Revenue Bonds, 1997 Series A and B, the Health Center is required to comply with specific
covenants as outlined within the loan agreement. The Health Center was not in compliance with a covenant
stipulating that the Health Center will not grant a mortgage lien or encumbrance on any of its physical
properties so long as the Bonds are outstanding, but appropriate waivers were obtained.

Clarinda Regional Health Center has pledged future revenues, net of operating expenses, (net revenues) to
repay $1,000,000 and $1,500,000 for revenue bonds, Series A and B, respectively, issued February, 1997.
Proceeds from the bonds were used for capital improvements, equipment and costs of additions to and
renovation and remodeling of the Health Center. The bonds are payable solely from the Health Center’s net
revenues and are payable through September 2012 and September 2013. Annual principal and interest
payments on the bonds are expected to require less than 20% of net revenues. The total principal and interest
remaining to be paid on both bonds is $871,548. Principal and interest paid in the current year on both bond
issues and total net revenues were $229,053 and $1,890,293, respectively.

(B) The Health Center leases certain equipment under capital lease arrangements. Leases require monthly
payments of principal and interest at rates ranging from 4.52% to 8.30%. Leases are secured by equipment.

June 30, June 30, Due Within
2008 Borrowings Payments 2009 One Year

1997 Hospital Revenue Bonds,
Series A (A) 357,090$ -$ (78,386)$ 278,704$ 81,381$

1997 Hospital Revenue Bonds,
Series B (A) 645,207 - (115,037) 530,170 118,107

Capital lease obligations (B) 1,109,170 - (451,817) 657,353 319,884
2,111,467$ -$ (645,240)$ 1,466,227$ 519,372$

June 30, June 30, Due Within
2007 Borrowings Payments 2008 One Year

1997 Hospital Revenue Bonds,
Series A (A) 432,275$ -$ (75,185)$ 357,090$ 80,429$

1997 Hospital Revenue Bonds,
Series B (A) 754,896 - (109,689) 645,207 113,767

Capital lease obligations (B) 1,323,100 265,745 (479,675) 1,109,170 452,165
2,510,271$ 265,745$ (664,549)$ 2,111,467$ 646,361$
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Ò±¬» êò Ô±²¹óÌ»®³ Ü»¾¬ øÝ±²¬·²«»¼÷

Aggregate future payments of principal and interest on the long-term debt obligations are approximately as follows:

The following is the leased equipment as of June 30, 2009 and 2008:

Ò±¬» éò Î»¬·®»³»²¬ Í§¬»³

The Organization contributes to the Iowa Public Employees Retirement System (lPERS) which is a cost-sharing
multiple-employer defined benefit pension plan administered by the State of Iowa. IPERS provides retirement and
death benefits, which are established by State statute to plan members and beneficiaries. IPERS issues a publicly
available financial report that includes financial statements and required supplementary information. The report may
be obtained by writing to IPERS, P.O. Box 9117, Des Moines, Iowa 50306-9117.

For the year ended June 30, 2009, regular and protected plan members are required to contribute 4.10% and 5.63%,
respectively, of their annual salary, and the Organization is required to contribute 6.35% and 8.45%, respectively, of
annual covered payroll. Contribution requirements are established by State statute. The Organization's contributions
to IPERS for the years ended June 30, 2009, 2008 and 2007 were approximately $483,000, $452,000 and $428,000,
respectively, equal to the required contributions for each year.

Ò±¬» èò Î»´¿¬»¼ Ñ®¹¿²·¦¿¬·±²

Effective September 1, 2002 the Health Center entered into a contractual arrangement with Mercy Medical Center -
Des Moines, under which Mercy Medical Center - Des Moines provides management consultation and other services
to Clarinda Regional Health Center. The arrangement does not alter the authority or responsibility of the Board of
Trustees of Clarinda Regional Health Center. Expenses for the services received amounted to approximately
$289,000 and $215,000 for the years ended June 30, 2009 and 2008, respectively.

Hospital Revenue Bonds Capital Lease Obligations
Principal Interest Principal Interest Total

Year ending June 30:
2010 199,488$ 26,698$ 319,884$ 29,815$ 575,885$
2011 207,094 19,536 216,166 13,233 456,029
2012 214,893 11,729 76,589 5,069 308,280
2013 157,421 4,297 44,714 1,089 207,521
2014 29,978 414 - - 30,392

808,874$ 62,674$ 657,353$ 49,206$ 1,578,107$

2009 2008

Moveable equipment 2,072,064$ 2,072,064$
Less accumulated depreciation 1,463,524 1,111,476

608,540$ 960,588$
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Ò±¬» çò Í»´º ×²«®¿²½»ô Ý±³³·¬³»²¬ ¿²¼ Ý±²¬·²¹»²¬ Ô·¿¾·´·¬·»

Ð®±º»·±²¿´ ´·¿¾·´·¬§ ·²«®¿²½»æ

The Organization maintains professional liability and excess liability insurance on a claims-made basis, with a loss
limit of $1,000,000 per claim and an aggregate total limit of $3,000,000.

The Organization is involved in litigation arising in the normal course of business. It is the opinion of management,
however, that the Organization’s malpractice insurance coverage is adequate to provide for potential losses
resulting from pending or threatened litigation. Additional claims may be asserted against the Organization arising
from services provided to patients through June 30, 2009. The ultimate costs of the resolution of such potential
claims is not considered to be material, and accordingly, no accrual has been made for these costs.

The Organization’s medical malpractice insurance expense totaled approximately $128,000 and $121,000 for the
years ended June 30, 2009 and 2008, respectively. Settled claims have not exceeded available coverage in any of
the past three years.

Ø»¿´¬¸ °´¿² »´ºó·²«®¿²½»æ

The Organization is self-insured for its employee health and dental insurance plans. The self-insured claims are
processed through a plan administrator. The Organization has stop-loss coverage for claims in excess of $40,000
per individual per plan year with a $1,000,000 lifetime maximum per individual.

Liabilities are reported when it is probable that a loss will occur, and the amount of the loss can be reasonably
estimated. Claims liabilities are calculated considering recent claims, settlement trends, including frequency and
amount of payouts, and other economic and social factors. The following is a summary of estimated claims liability
for the years ended June 30, 2009 and 2008. The Organization has recorded a current liability for open claims and
claims incurred but not reported.

2009 2008

Balance, beginning 125,000$ 200,050$
Claims expense 948,023 615,137
Claims payment (948,023) (690,187)

Balance, ending 125,000$ 125,000$
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Ô¿© ¿²¼ ®»¹«´¿¬·±²æ

The health care industry is subject to numerous laws and regulations of federal, state and local governments.
Compliance with such laws and regulations can be subject to future government review and interpretation, as well
as regulatory actions unknown or unasserted at this time. These laws and regulations include, but are not limited
to, accreditation, licensure, government health care program participation requirements, reimbursement for patient
services, and Medicare and Medicaid fraud and abuse. Recently, government activity has increased with respect
to investigations and allegations concerning possible violations of fraud and abuse statutes and regulations by
health care providers. Violations of these laws and regulations could result in exclusion from government health
care program participation, together with the imposition of significant fines and penalties, as well as significant
repayment for past reimbursement for patient services received. While the Organization is subject to similar
regulatory reviews, management believes the outcome of any such regulatory review will not have a material
adverse effect on the Organization’s financial position.

Î»¹«´¿¬±®§ ·²ª»¬·¹¿¬·±²æ

Congress passed the Medicare Modernization Act in 2003, which among other things established a demonstration
of The Medicare Recovery Audit Contractor (RAC) program. During fiscal year 2007, the RAC’s identified and
corrected a significant amount of improper overpayments to providers. In 2006, Congress passed the Tax Relief
and Health Care Act of 2006 which authorized the expansion of the RAC program to all 50 states. CMS is in the
process of rolling out this program nationally. As such, the Organization may be subject to such an audit at some
time in the future. The final impact of this program cannot be quantified at this time.

Ý«®®»²¬ »½±²±³·½ ½±²¼·¬·±²æ

The current economic environment presents organizations with unprecedented circumstances and challenges,
which in some cases have resulted in large 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 the Organization.

Current economic conditions, including the rising unemployment rate, have made it difficult for certain of the
Organization’s patients to pay for services rendered. As employers make adjustments to health insurance plans or
more patients become unemployed, services provided to self-pay and other payers may significantly impact net
patient service revenue, which could have an adverse impact on the Organization’s future operating results.
Further, the effect of economic conditions on the state may have an adverse effect on cash flows related to the
Medicaid program.

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 and contributions receivable that could negatively impact the Organization’s ability to meet debt
covenants or maintain sufficient liquidity.
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Ò±¬» ïðò Ñ¬¸»® Ð±¬»³°´±§³»²¬ Þ»²»º·¬ øÑÐÛÞ÷

Ð´¿² ¼»½®·°¬·±² ¿²¼ º«²¼·²¹ °±´·½§æ

The Organization sponsors a post-retirement medical plan that provides post-termination medical insurance
coverage for the participant and the participant’s family through age 65. The employees eligible under this policy
are all employees who terminate employment at or after age 55 with at least 3 years of service. Prior to the
participants’ age 65, the coverage shall be insured coverage providing a level of benefits reasonably comparable
to the standard medical coverage the Organization provides to all full-time employees. The plan coverage
terminates upon the participant reaching Medicare eligibility (age 65).

The Organization pays for all or a portion of active employees’ coverage. The amount depends on whether single
for family coverage is elected. Upon retirement, the retired participant continuing their coverage pays the premium
including any increase in single premium after retirement. The required contribution is based on projected pay-as-
you-go financing requirements. The Organization contributed $33,000 to the plan during the year ended June 30,
2009.

ß²²«¿´ ÑÐÛÞ ½±¬ ¿²¼ ²»¬ ÑÐÛÞ ±¾´·¹¿¬·±²æ

The Organization’s annual other post-employment benefit (OPEB) cost (expense) is calculated based on the
annual required contribution (ARC) of the employer, an amount actuarially determined in accordance to the
parameters of GASB Statement No. 45. The ARC represents a level of funding that, if paid on an ongoing basis, is
projected to cover the normal cost each year and amortize any unfunded actuarial liabilities over a period not to
exceed 30 years. The following table shows the components of the Organization’s annual OPEB cost for the year,
the amount actuarially contributed to the plan, and changes in the Organization’s annual OPEB obligation:

The Organization’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net
OPEB obligations for fiscal year 2009 is as follows. This is the transition year of GASB Statement No. 45.

Percent of
Annual Annual OPEB Net OPEB

OPEB Cost Cost Contributed Obligation

Fiscal year ended, June 30, 2009 98,000$ 33.7% 65,000$

Annual required contribution 98,000$
Interest on net OPEB obligation -

ß²²«¿´ ÑÐÛÞ ½±¬ ø»¨°»²»÷ 98,000
Contributions made 33,000

×²½®»¿» ·² ²»¬ ÑÐÛÞ ±¾´·¹¿¬·±² 65,000
Net OPEB obligation, July 1, 2008 -
Net OPEB obligation, June 30, 2009 65,000$
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Ú«²¼»¼ ¬¿¬« ¿²¼ º«²¼·²¹ °®±¹®»æ

OPEB Obligations under GASB Statement No. 45 as of July 1, 2008 the most recent actuarial valuation date:

The covered payroll (annual payroll of active employees covered by the plan) was $7,136,867 and the ratio of
UAAL to covered payroll was 8.61%.

ß½¬«¿®·¿´ ³»¬¸±¼ ¿²¼ ¿«³°¬·±²æ

The actuarial calculations are performed in accordance with the Projected Unit Credit Method as allowed under
GASB Statement No. 45. The excess of the AAL over the actuarial value of plan assets is the Unfunded Actuarial
Accrued Liability. The Unfunded Actuarial Accrued Liability is amortized over a maximum of 30 years in level dollar
amounts on a closed and level percent of payroll basis. The sum of the normal cost and the amortization of the
unfunded actuarial accrued liability is the annual required contribution, which with interest at the valuation date,
determines the annual OPEB cost.

Û½±²±³·½ ½±¬ ¿«³°¬·±²æ

The rate at which projected cash flows are to be discounted is 4.5% based on estimated long-term investment
return on the investments that are expected to be used to finance the payment of benefits.

Actuarial calculations reflect a long-term perspective that involves estimates of reported amounts and assumptions
about the probability of events far into the future. Actuarially determined amounts are subject to continual revision
as actual results are compared to past expectations and new estimates are made about the future.

Actuarial
Actuarial Accrued Unfunded

Value of Assets Liability (AAL) AAL (UAAL) Funded Ratio
Actuarial Valuation Date (a) (b) (b-a) (a/b)

July 1, 2008 -$ 615,000$ 615,000$ -$
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Ò±¬» ïïò Ò»© Ù±ª»®²³»²¬¿´ ß½½±«²¬·²¹ Í¬¿²¼¿®¼ Þ±¿®¼ øÙßÍÞ÷ Í¬¿¬»³»²¬ ¿²¼
Ð»²¼·²¹ Ð®±²±«²½»³»²¬

The Organization adopted the following GASB Statements during the fiscal year ended June 30, 2009:

Statement No. 45, ß½½±«²¬·²¹ ¿²¼ Ú·²¿²½·¿´ Î»°±®¬·²¹ ¾§ Û³°´±§»® º±® Ð±¬»³°´±§³»²¬ Þ»²»º·¬ Ñ¬¸»® Ì¸¿²
Ð»²·±²ò This Statement establishes standards for the measurement, recognition and display of other
postemployment benefits expenses and related liabilities or assets, note disclosures and if applicable, required
supplementary information in the financial reports. As a result, the Organization has recorded a liability and added
note disclosures pertaining to the plan as reflected in Note 10.

Statement No. 49, ß½½±«²¬·²¹ ¿²¼ Ú·²¿²½·¿´ Î»°±®¬·²¹ º±® Ð±´´«¬·±² Î»³»¼·¿¬·±² Ñ¾´·¹¿¬·±²ò This Statement
addresses accounting and financial reporting standards for pollution (including contamination) remediation
obligations, which are obligations to address the current or potential detrimental effects of existing pollution by
participating in pollution remediation activities, such as site assessments and cleanups. This Statement requires
the Organization to estimate the components of expected pollution remediation outlays and determine whether the
outlays for those components should be accrued as a liability or, if appropriate, capitalized when goods and
services are rendered. The adoption of this Statement had no effect on the financial statements.

Statement No. 52, Ô¿²¼ ¿²¼ Ñ¬¸»® Î»¿´ Û¬¿¬» Ø»´¼ ¿ ×²ª»¬³»²¬ ¾§ Û²¼±©³»²¬. This Statement establishes
consistent standards for the reporting of land and other real estate held as investments. Endowments were
previously required to report their land and other real estate held for investment purposes at historical cost.
However, such investments are reported at fair value by similar entities, such as pension plans. The Statement
requires endowments to report land and other real estate investments at fair value. The adoption of this Statement
had no effect on the financial statements.

The GASB has issued the following Statements not yet implemented by the Organization:

Statement No. 51, ß½½±«²¬·²¹ ¿²¼ Ú·²¿²½·¿´ Î»°±®¬·²¹ º±® ×²¬¿²¹·¾´» ß»¬ô issued July 2007, will be effective for
the Organization beginning with its year ending June 30, 2010. This Statement provides guidance regarding how
to identify, account for, and report intangible assets. The new Statement characterizes an intangible asset as an
asset that lacks physical substance, is nonfinancial in nature and has an initial useful life extending beyond a
single reporting period.

Statement No. 53, ß½½±«²¬·²¹ ¿²¼ Ú·²¿²½·¿´ Î»°±®¬·²¹ º±® Ü»®·ª¿¬·ª» ×²¬®«³»²¬, issued June 2008, will be
effective for the Organization beginning with its year ending June 30, 2010. This Statement will improve how state
and local governments report information about derivative instruments in their financial statements. The Statement
specifically requires governments to measure most derivative instruments at fair value in their financial statements
that are prepared using the economic resources measurement focus and the accrual basis of accounting. The
guidance in this Statement also addresses hedge accounting requirements.

The Organization’s management has not yet determined the effect these Statements will have on their financial
statements.
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Ò±¬» ïîò Í«¾»¯«»²¬ Ûª»²¬

The Organization has plans to construct a new facility in Clarinda, Iowa to better meet the needs of the local
residents they serve. The current estimated cost of the project is approximately $27,000,000, for which the
Organization is pursuing financing options.

In October 2009 the Board authorized the purchase of 30 acres of land in Clarinda, Iowa for a price of approximately
$180,000, of which $50,000 was paid in November 2009.
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Î»¯«·®»¼ Í«°°´»³»²¬¿®§ ×²º±®³¿¬·±²ô Þ«¼¹»¬ ¿²¼ Þ«¼¹»¬¿®§ ß½½±«²¬·²¹
Ç»¿® Û²¼»¼ Ö«²» íðô îððç

In accordance with the Code of Iowa, the Board of Trustees annually adopts a budget following required public notice
and hearings. The annual budget may be amended during the year utilizing similar statutorily-prescribed procedures.
The budgetary basis is non-GAAP basis adjusted for equipment improvements and lease payments. There were no
amendments to the budget in the current year.

The following is a comparison of actual expenses to budget for the year ended June 30, 2009:

Adjustments
GAAP to Budgetary Budgetary Adopted

Expenses Basis Basis Budget

17,722,223$ 808,531$ 18,530,754$ 18,713,600$
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Î»¯«·®»¼ Í«°°´»³»²¬¿®§ ×²º±®³¿¬·±²ô Ñ¬¸»® Ð±¬»³°´±§³»²¬ Þ»²»º·¬ Ð´¿²
Ç»¿® Û²¼»¼ Ö«²» íðô îððç

Unfunded
Actuarial (Over- UAAL as a

Actuarial Accrued funded) Percentage
Fiscal Actuarial Value of Liability AAL Funded Covered of Covered
Year Valuation Net Assets (AAL) (UAAL) Ratio Payroll Payroll

Ended Date (a) (b) (b-a) (a/b) (c) [(b-a)/c]

îððç 7/1/2008 óü êïëôðððü êïëôðððü ðòððû éôïíêôèêéü èòêïû

ÍÝØÛÜËÔÛ ÑÚ ÚËÒÜ×ÒÙ ÐÎÑÙÎÛÍÍ

NOTE: Fiscal year 2009 is the transition year for GASB Statement No. 45

The information presented in the required supplementary schedule was determined as part of the actuarial valuation as of July 1,
2008. Additional information follows:

1. The cost method used to determine the ARC is the Projected Unit Credit Actuarial Cost method.

2. There are no plan assets.
3. Economic assumptions are as follows: health care cost trend rates of 5.0-11.0%; discount rate of 4.5%.
4. The amortization method is closed period, level percent of payroll basis.
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Ò»¬ Ð¿¬·»²¬ Í»®ª·½» Î»ª»²«»
Ç»¿® Û²¼»¼ Ö«²» íðô îððç ¿²¼ îððè

Total
îððç 2008

Routine services,
medical and surgical ïôêîîôîððü 1,584,117$

Other nursing services:
Operating room ïôìçìôçïî 1,482,675
Recovery room ïìðôïçì 133,284
Emergency room ïôìîêôèêè 1,415,711
Home health agency îéôìçè 233,322

íôðèçôìéî 3,264,992
Other professional services:

Ambulance éèéôçëð 896,689
Anesthesiology ììçôðèë 464,550
Blood service ëðôðìë 54,591
Cardiac rehabilitation ëïðôíïë 460,128
Clinic éëèôîìð 734,331
CT scan îôéïðôïðè 2,580,185
Electrocardiology ïíéôèîè 113,935
Hypnotherapy èôíêï 9,107
Inhalation therapy îôðììôíîð 1,045,695
Intravenous therapy êéêôèèì 419,075
Laboratory ìôïîïôìðí 3,898,917
Nuclear medicine îêíôìêç 183,844
Occupational therapy îçéôïêî 211,639
Pharmacy íôèéíôêìç 3,938,905
Physical therapy çëïôìðè 845,546
Radiology îôíèçôèèë 2,392,768
Speech therapy êôççé 3,740
Ultrasound íïïôçíï 261,630
Villisca Rural Health Clinic ïîëôèëð 131,614
Wound care éïôççð 37,697
Clarinda Medical Associates îôèçëôíïê 2,992,696

îíôììîôïçê 21,677,282

Ð¿¬·»²¬ »®ª·½» ®»ª»²«» îèôïëíôèêè 26,526,391
Less charity care ïèçôëîï 174,008

îéôçêìôíìé 26,352,383
Less contractual adjustments and bad debts çôëëðôíïï 8,825,420

Ò»¬ °¿¬·»²¬ »®ª·½» ®»ª»²«» ïèôìïìôðíêü 17,526,963$
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Inpatient Outpatient
îððç 2008 îððç 2008

ïôìçíôçëèü 1,466,553$ ïîèôîìîü 117,564$

îðçôïðê 255,660 ïôîèëôèðê 1,227,015
ïðôééî 9,654 ïîçôìîî 123,630
ïíôìîê 27,562 ïôìïíôììî 1,388,149

ó - îéôìçè 233,322
îííôíðì 292,876 îôèëêôïêè 2,972,116

ó - éèéôçëð 896,689
ìêôèðé 53,122 ìðîôîéè 411,428
îêôêêé 31,770 îíôíéè 22,821
çëôëíð 73,580 ìïìôéèë 386,548
íôíïç 2,375 éëìôçîï 731,956

íêîôéïè 266,612 îôíìéôíçð 2,313,573
ïíôçëï 14,300 ïîíôèéé 99,635

ó - èôíêï 9,107
ïôêèçôíðê 771,512 íëëôðïì 274,183

ïìéôïìé 53,013 ëîçôéíé 366,062
ìïèôíêé 383,914 íôéðíôðíê 3,515,003

èôììî 8,831 îëëôðîé 175,013
éèôêðè 78,657 îïèôëëì 132,982

ïôîêèôëèê 1,030,467 îôêðëôðêí 2,908,438
ïïïôêîî 108,800 èíçôéèê 736,746
ïìêôïëé 138,102 îôîìíôéîè 2,254,666

éìé 1,285 êôîëð 2,455
íïôíëé 24,697 îèðôëéì 236,933

ó - ïîëôèëð 131,614
ïèôçìð - ëíôðëð 37,697

ó - îôèçëôíïê 2,992,696
ìôìêèôîéï 3,041,037 ïèôçéíôçîë 18,636,245

êôïçëôëííü 4,800,466$ îïôçëèôííëü 21,725,925$
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Ç»¿® Û²¼»¼ Ö«²» íðô îððç ¿²¼ îððè

îððç 2008
Adjustments to patient service revenue:

Contractual adjustments:
Medicare ëôîèèôêïîü 4,383,455$
Medicaid êèíôðèç 656,429
Other îôèëëôèîï 2,809,016

Provision for bad debts éîîôéèç 976,520
Ì±¬¿´ ½±²¬®¿½¬«¿´ ¿¼¶«¬³»²¬ ¿²¼ ¾¿¼ ¼»¾¬ çôëëðôíïïü 8,825,420$

Other revenue:
Lifeline, net ìôîêèü 14,178$
Dietary éôîïï 5,604
Employee meals êëôëðê 53,827
Meals on wheels and congregate meals ëïôéçí 24,273
Wellness program êôëèì 4,622
Medical records transcripts éôîëí 7,017
Rental income and other miscellaneous ïðïôéèé 68,217

Ì±¬¿´ ±¬¸»® ®»ª»²«» îììôìðîü 177,738$
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Ñ°»®¿¬·²¹ Û¨°»²»
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Total
îððç 2008

Nursing services:
Nursing administration éëôëèíü 72,693$
Routine care ïôíçðôîìï 1,264,079
Operating room éïêôïïè 649,134
Emergency room éíèôèîð 688,178
Home health agency ëèôçíí 165,754

îôçéçôêçë 2,839,838

Other professional services:
Ambulance ïçðôçèï 200,176
Anesthesiology ïïôìêë 11,926
Cardiac rehabilitation èêôèçî 88,199
Central service and supply éïôêçë 69,668
Clinic îêèôçëè 242,709
CT scan ïéìôðìê 87,714
Electrocardiology êôèîé 5,812
Hypnotherapy ìôïðî 5,803
Inhalation therapy îðçôïìé 184,627
Laboratory éêçôéëî 743,441
Nuclear medicine ïîëôçïï 91,005
Occupational therapy íôçêï 3,031
Pharmacy ïôëïîôëðì 1,448,522
Physical therapy èêôíéî 72,252
Radiology êïìôèéí 647,299
Ultrasound êèôçèê 61,020
Clarinda Medical Associates ïôéêçôðìé 1,680,747
Villisca Rural Health Clinic ïéêôïèç 195,102
Wellness êôéçè 5,773
Wound care ëîôðèð 32,551

êôîïðôëèêü 5,877,377$
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Salaries Other
îððç 2008 îððç 2008

éíôèðêü 70,044$ ïôéééü 2,649$
ïôðíïôêéè 1,003,185 íëèôëêí 260,894

ëïìôëèð 465,180 îðïôëíè 183,954
êçîôíðê 635,139 ìêôëïì 53,039
ëðôêèç 132,592 èôîìì 33,162

îôíêíôðëç 2,306,140 êïêôêíê 533,698

ïîêôïéî 115,960 êìôèðç 84,216
ó - ïïôìêë 11,926

êðôëèî 57,087 îêôíïð 31,112
êçôèëï 66,935 ïôèìì 2,733

îíèôïîð 206,070 íðôèíè 36,639
ó - ïéìôðìê 87,714

íôíïç 3,207 íôëðè 2,605
íôêíð 5,536 ìéî 267

ïïðôçíí 102,510 çèôîïì 82,117
îèîôëîî 285,609 ìèéôîíð 457,832

ó - ïîëôçïï 91,005
ó - íôçêï 3,031

ïêîôïìë 134,670 ïôíëðôíëç 1,313,852
êêôìëê 53,479 ïçôçïê 18,773

íëìôíèë 356,305 îêðôìèè 290,994
ëìôêçç 53,780 ïìôîèé 7,240

ïôéêçôðìé 1,680,747 ó -
ïëïôçêê 167,964 îìôîîí 27,138

ó - êôéçè 5,773
ëîôðèð 29,365 ó 3,186

íôëðëôçðéü 3,319,224$ îôéðìôêéçü 2,558,153$

øÝ±²¬·²«»¼÷
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Ý´¿®·²¼¿ Î»¹·±²¿´ Ø»¿´¬¸ Ý»²¬»®
ß²¼ Ý±³¾·²»¼ ßºº·´·¿¬»

Ñ°»®¿¬·²¹ Û¨°»²» øÝ±²¬·²«»¼÷
Ç»¿® Û²¼»¼ Ö«²» íðô îððç ¿²¼ îððè

Total
îððç 2008

General services:
Dietary ëëêôèìïü 459,122$
Operation of plant ìîìôççï 465,739
Clarinda Medical Foundation ïðíôðêì 102,254
Housekeeping îçîôçîî 258,023

ïôíééôèïè 1,285,138

Administrative services:
Medical records íëïôèçð 345,450
Social services ëîôçëë 50,294
Administration ïôèìçôðíî 1,650,156
Community relations ïíîôíéï 121,834
Quality improvement ïðîôèìð 102,897
Infection control ëíôïêí 57,937
Clarinda Medical Association ïéìôçìð 169,468
Data processing îëðôëèî 271,772

îôçêéôééí 2,769,808

Employee benefits îôîëðôçëì 1,672,881
Medical professional fees çèìôèëï 872,401
Depreciation and amortization èêçôïðé 854,987
Interest èïôìíç 97,348

ïéôéîîôîîíü 16,269,778$
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Salaries Other
îððç 2008 îððç 2008

íîêôîçéü 278,961$ îíðôëììü 180,161$
ïëìôìíí 141,047 îéðôëëè 324,692
ìëôïîë 35,000 ëéôçíç 67,254

ïéíôìîé 146,391 ïïçôìçë 111,632
êççôîèî 601,399 êéèôëíê 683,739

îïðôêïë 220,833 ïìïôîéë 124,617
ìêôêèë 49,233 êôîéð 1,061

êëêôðëî 590,250 ïôïçîôçèð 1,059,906
ìëôíêê 43,593 èéôððë 78,241

ïððôïëï 94,744 îôêèç 8,153
ìêôíðî 48,720 êôèêï 9,217

ó - ïéìôçìð 169,468
íèôëçë 32,150 îïïôçèé 239,622

ïôïìíôéêê 1,079,523 ïôèîìôððé 1,690,285

ó - îôîëðôçëì 1,672,881
ó - çèìôèëï 872,401
ó - èêçôïðé 854,987
ó - èïôìíç 97,348

éôéïîôðïìü 7,306,286$ ïðôðïðôîðçü 8,963,492$
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Ý´¿®·²¼¿ Î»¹·±²¿´ Ø»¿´¬¸ Ý»²¬»®
¿²¼ Ý±³¾·²»¼ ßºº·´·¿¬»

ß¹·²¹ ß²¿´§· ±º ß½½±«²¬ Î»½»·ª¿¾´» º®±³ Ð¿¬·»²¬ ¿²¼ ß´´±©¿²½» º±® Ü±«¾¬º«´ ß½½±«²¬
Ç»¿® Û²¼»¼ Ö«²» íðô îððç ¿²¼ îððè

ß¹·²¹ ß²¿´§· ±º ß½½±«²¬ Î»½»·ª¿¾´» îððç 2008
ø¾§ Ü¿¬» ±º Ü·½¸¿®¹»÷ ß³±«²¬ Ð»®½»²¬ Amount Percent

1-30 days, includes patients in Hospital
June 30 ïôêïçôìëçü ìéû 1,723,500$ 42%

30-60 days ìèíôëëè ïì 730,203 18
61-90 days îçëôéçð ç 284,095 7
91-120 days ïèîôîéë ë 246,227 6
121 days and over èçïôçíç îê 1,106,406 27

íôìéíôðîï ïððû 4,090,431 100%

Home health and other ìôëéí 2,395
Ì±¬¿´ ¿½½±«²¬ ®»½»·ª¿¾´» íôìééôëçì 4,092,826

Less allowance for contractual adjustments êççôéîì 843,481
Less allowance for doubtful accounts èîðôîèð 1,056,793

ïôçëéôëçðü 2,192,552$

Net patient service revenue per
calendar day, excludes bad debt ëðôììçü 48,019$

Days of net patient service
revenue in accounts
receivable at year-end íç 46

îððç 2008
Ð»®½»²¬ ±º Percent of
Ò»¬ Ð¿¬·»²¬ Net Patient

Í»®ª·½» Service
ß´´±©¿²½» º±® Ü±«¾¬º«´ ß½½±«²¬ ß³±«²¬ Î»ª»²«» Amount Revenue

Beginning balance ïôðëêôéçíü 738,406$
Add:

Provision for bad debts èçêôðïì ìòèéû 1,133,571 6.47%
Recoveries previously written off øïéíôîîë÷ øðòçì÷ (157,051) (0.90)

ïôééçôëèî 1,714,926
Deduct accounts written off çëçôíðî øëòîï÷ 658,133 (3.75)

Balance ending èîðôîèðü 1,056,793$
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Ý´¿®·²¼¿ Î»¹·±²¿´ Ø»¿´¬¸ Ý»²¬»®
¿²¼ Ý±³¾·²»¼ ßºº·´·¿¬»

×²ª»²¬±®·» ¿²¼ Ð®»°¿·¼ Û¨°»²»
Ö«²» íðô îððç ¿²¼ îððè

îððç 2008
Inventories:

General ïíçôîèèü 168,758$
Pharmacy îîìôïîí 215,576
Dietary ïíôììè 10,449
Office supplies ëôíïì 10,809

íèîôïéíü 405,592$

Prepaid expenses:
Insurance éîôêèíü 72,155$
Maintenance and other ìçôïëí 19,185

ïîïôèíêü 91,340$
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Ý´¿®·²¼¿ Î»¹·±²¿´ Ø»¿´¬¸ Ý»²¬»®
¿²¼ Ý±³¾·²»¼ ßºº·´·¿¬»

Í½¸»¼«´» ±º ×²«®¿²½»
Ç»¿® Û²¼»¼ Ö«²» íðô îððç
øË²¿«¼·¬»¼÷

Coverage Type Coverage Period Coverage Amount

Property, including rental dwellings 6/1/09 thru 5/31/10 18,289,000$
General liability 6/1/09 thru 5/31/10 1,000,000/3,000,000
Professional 6/1/09 thru 5/31/10 1,000,000/3,000,000
Automobile 6/1/09 thru 5/31/10 1,000,000
Directors and officers liability 7/1/08 thru 7/1/09 1,000,000/3,000,000
Umbrella, excess liability 6/1/09 thru 5/31/10 3,000,000
Workers' compensation 4/1/09 thru 3/31/10 500,000/500,000
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Ý´¿®·²¼¿ Î»¹·±²¿´ Ø»¿´¬¸ Ý»²¬»®
¿²¼ Ý±³¾·²»¼ ßºº·´·¿¬»

Ý±³°¿®¿¬·ª» Í¬¿¬·¬·½
Ç»¿® Û²¼»¼ Ö«²» íðô îððç ¿²¼ îððè
øË²¿«¼·¬»¼÷

îððç 2008
Acute:

Admissions ëîè 569
Discharges ëîë 575
Patient days ïôìèç 1,533
Average length of stay îòè 2.7

Swing bed:
Admissions ïéí 188
Discharges ïéê 190
Patient days ïôïèë 1,041
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Ý´¿®·²¼¿ Î»¹·±²¿´ Ø»¿´¬¸ Ý»²¬»®
¿²¼ Ý±³¾·²»¼ ßºº·´·¿¬»

Í«³³¿®§ Í½¸»¼«´» ±º Ð®·±® ß«¼·¬ Ú·²¼·²¹
Ç»¿® Û²¼»¼ Ö«²» íðô îððç

Current
Number Comment Status

Î»°±®¬¿¾´» ½±²¼·¬·±² ·² ·²¬»®²¿´ ½±²¬®±´æ

08-I-A The Health Center does not have an adequate system over
the cutoff of accounts payable.

Corrected.

Ñ¬¸»® º·²¼·²¹ ®»´¿¬»¼ ¬± ®»¯«·®»¼ ¬¿¬«¬±®§ ®»°±®¬·²¹æ

08-II-G The mileage rate for travel purposes was not approved by
the Board of Trustees.

Corrected.



McGladrey & Pullen, LLP is a member firm of RSM International –
an affiliation of separate and independent legal entities.
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×²¼»°»²¼»²¬ ß«¼·¬±®ù Î»°±®¬
±² ×²¬»®²¿´ Ý±²¬®±´ ±ª»® Ú·²¿²½·¿´ Î»°±®¬·²¹ ¿²¼ ±²
Ý±³°´·¿²½» ¿²¼ Ñ¬¸»® Ó¿¬¬»® Þ¿»¼ ±² ¿² ß«¼·¬ ±º Ú·²¿²½·¿´ Í¬¿¬»³»²¬
Ð»®º±®³»¼ ·² ß½½±®¼¿²½» ©·¬¸ Ù±ª»®²³»²¬ ß«¼·¬·²¹ Í¬¿²¼¿®¼

Board of Trustees
Clarinda Regional Health Center
Clarinda, Iowa

We have audited the combined basic financial statements of Clarinda Regional Health Center as of and for the year
ended June 30, 2009, and have issued our report thereon dated November 23, 2009. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards applicable
to financial audit contained in Ù±ª»®²³»²¬ ß«¼·¬·²¹ Í¬¿²¼¿®¼, issued by the Comptroller General of the United
States. However, the financial statements of the Clarinda Medical Foundation were not audited in accordance with
Ù±ª»®²³»²¬ ß«¼·¬·²¹ Í¬¿²¼¿®¼ô and accordingly, this report does not extend to those financial statements.

×²¬»®²¿´ Ý±²¬®±´ Ñª»® Ú·²¿²½·¿´ Î»°±®¬·²¹

In planning and performing our audit, we considered Clarinda Regional Health Center's internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Clarinda Regional Health
Center's internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of
the Clarinda Regional Health Center's internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in internal control over financial reporting that might be
significant deficiencies or material weaknesses. However, as discussed below, we identified certain deficiencies in
internal control over financial reporting that we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a control does not allow management or employees, in
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the entity's
ability to initiate, authorize, record, process, or report financial data reliably in accordance with generally accepted
accounting principles such that there is more than a remote likelihood that a misstatement of the entity's financial
statements that is more than inconsequential, will not be prevented or detected by the entity's internal control. We
consider the deficiencies described in the accompanying schedule of findings as item 09-I-A to be significant
deficiencies in internal control over financial reporting.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a
remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the
entity's internal control.
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Our consideration of the internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in the internal control that might be
significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that are also
considered to be material weaknesses. However, we believe that none of the significant deficiencies described above
is not a material weakness.

Ý±³°´·¿²½» ¿²¼ Ñ¬¸»® Ó¿¬¬»®

As part of obtaining reasonable assurance about whether Clarinda Regional Health Center’s combined basic
financial statements are free of material misstatements, we performed tests of its compliance with certain provisions
of laws, regulations, contracts and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The results of our
tests disclosed no instances of noncompliance or other matters that are required to be reported under Ù±ª»®²³»²¬
ß«¼·¬·²¹ Í¬¿²¼¿®¼ò

Comments involving statutory and other legal matters about the Health Center’s operations for the year ended
June 30, 2009 are based exclusively on knowledge obtained from procedures performed during our audit of the
financial statements of the Health Center. Since our audit was based on tests and samples, not all transactions that
might have had an impact on the comments were necessarily audited. The comments involving statutory and other
legal matters are not intended to constitute legal interpretation of those statutes.

We noted certain matters that we reported to management of Clarinda Regional Health Center in a separate letter
dated November 23, 2009.

This report is intended solely for the information and use of the Board of Trustees, management and others within the
entity, and is not intended to be and should not be used by anyone other than those specified parties.

Davenport, Iowa
November 23, 2009



Ý´¿®·²¼¿ Î»¹·±²¿´ Ø»¿´¬¸ Ý»²¬»®
¿²¼ Ý±³¾·²»¼ ßºº·´·¿¬»

Í½¸»¼«´» ±º Ú·²¼·²¹
Ç»¿® Û²¼»¼ Ö«²» íðô îððç
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×ò Ú·²¼·²¹ Î»´¿¬»¼ ¬± ¬¸» Ú·²¿²½·¿´ Í¬¿¬»³»²¬ ß«¼·¬ ¿ Î»¯«·®»¼ ¬± ¾» Î»°±®¬»¼ ·² ß½½±®¼¿²½» ©·¬¸
ß«¼·¬·²¹ Í¬¿²¼¿®¼ Ù»²»®¿´´§ ß½½»°¬»¼ ·² ¬¸» Ë²·¬»¼ Í¬¿¬» ±º ß³»®·½¿

(A) Significant Deficiencies in Internal Control

ðçó×óß

Criteria: The Health Center does not have an adequate system over monitoring the outstanding
checks associated with the main operating account.

Condition: During the audit, we identified checks dating back to August 2005, on the outstanding
checks listing of the Health Center’s operating account which understated cash.

Context: Pervasive to the financial statements as a whole.

Effect: Potential misstatement of the financial statements.

Recommendations: We recommend the Health Center implement procedures to ensure all
outstanding checks are reviewed to ensure the Health Center’s account timely clearing of and ensure
appropriate escheat laws are adhered to if checks are not cashed.

Response and corrective action plan: Management will implement a control to review the outstanding
checks on a quarterly basis. After an investigation, the check will be voided or re-issued.

(B) Compliance Findings

None reported.

××ò Ñ¬¸»® Ú·²¼·²¹ Î»´¿¬»¼ ¬± Î»¯«·®»¼ Í¬¿¬«¬±®§ Î»°±®¬·²¹

ðçó××óß � Ý»®¬·º·»¼ Þ«¼¹»¬æ  Disbursements during the year ended June 30, 2009 did not exceed the
amount budgeted.

ðçó××óÞ � Ï«»¬·±²¿¾´» Û¨°»²¼·¬«®»æ  No expenditures that may not meet the requirements of public
purpose as defined in Attorney General’s opinion dated April 25, 1979 were noted.

ðçó××óÝ � Ì®¿ª»´ Û¨°»²»æ  No expenditures of the Health Center money for travel expenses of spouses
of Health Center’s officials and/or employees were noted.

ðçó××óÜ � Þ«·²» Ì®¿²¿½¬·±²æ  No business transactions between the Health Center and Health
Center officials were noted.

ðçó××óÛ � Þ±¿®¼ Ó·²«¬»æ  No transactions were found that we believe should have been approved in the
Board minutes but were not.

ðçó××óÚ � Ü»°±·¬ ¿²¼ ×²ª»¬³»²¬æ  No instances of noncompliance with the deposit and investment
provisions of Chapter 12B and Chapter 12C of the Code of Iowa and the Health Center’s investment policy
were noted.








