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Independent Auditor's Report 
 
 
 
To the Members of 
Health Partners of Southwest Iowa 
 

Report on the Financial Statements  

We have audited the accompanying financial statements of Health Partners of Southwest Iowa (a 28E 
Organization) (Organization), which comprise the statements of net position as of June 30, 2017 and 2016, the 
related statements of revenue, expenses, and changes in members’ net position, and cash flows for the years then 
ended, and the related notes to the financial statements.  

Management’s Responsibility for the Financial Statements  

Management is responsible for the preparation and fair presentation of these financial statements in accordance 
with accounting principles generally accepted in the United States of America; this includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to fraud or error.  

Auditor’s Responsibility 

Our responsibility is to express an opinion on these 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 Government Auditing Standards, 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 from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the 
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no 
such opinion.  An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of the Organization as of June 30, 2017 and 2016, and the changes in financial position, and cash flows 
for the years then ended in accordance with accounting principles generally accepted in the United States of 
America.  
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Other Matters 

Required Supplementary Information  
 
The Organization has omitted the Management’s Discussion and Analysis, that accounting principles generally 
accepted in the United States of America require to be presented to supplement the basic financial statements. 
Such missing information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the basic 
financial statements in an appropriate operational, economic, or historical context. Our opinion on the basic 
financial statements is not affect by this missing information. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated September 26, 2017 on 
our consideration of the Organization’s internal control over financial reporting and our tests of its compliance with 
certain provisions of laws, regulations, contracts, and other matters. The purpose of that report 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 internal control over financial reporting or on compliance.  That report is an integral 
part of an audit performed in accordance with Government Auditing Standards and important for assessing the 
results of our audit.  
 
 
 
 
Omaha, Nebraska, 
     September 26, 2017. 
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2017 2016
ASSETS:
Current assets:

Cash and cash equivalents $ 739,563         589,139         
Certificates of deposit 509,805         508,025         
Accounts receivable:

Members 18,517           21,234           
Other hospitals 43,730           48,538           

Prepaid expenses 9,247             6,635             

Total current assets 1,320,862      1,173,571      

Capital assets, net 229,119         359,884         

Total assets $ 1,549,981      1,533,455      

LIABILITIES AND NET POSITION:
Current liabilities:

Accounts payable $ 17,914           12,624           
Due to Members 46,498           23,845           

Total current liabilities 64,412           36,469           

Net position:
Net investment in capital assets 229,119         359,884         
Unrestricted 1,256,450      1,137,102      

Total net position 1,485,569      1,496,986      

Total liabilities and net position $ 1,549,981      1,533,455      

See notes to financial statements
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2017 2016
OPERATING REVENUE:

Nuclear medicine $ 447,061         484,746         
Other services 241,098         205,003         

Total operating revenue 688,159         689,749         

OPERATING EXPENSES:
Contract labor 310,394         270,423         
Cost of nuclide 145,446         128,024         
Depreciation 143,565         137,324         
Dues and subscriptions 100                100                
Education 325                26,573           
Insurance 1,403             1,595             
Licenses 4,653             2,232             
Miscellaneous 312                1,513             
Legal and accounting 17,800           12,928           
Postage 573                923                
Purchased services 2,604             3,528             
Rent 1,176             1,176             
Repairs and maintenance 46,939           53,307           
Supplies 20,524           22,977           
Truck operation 6,084             6,152             

Total operating expenses 701,898         668,775         

OPERATING INCOME (LOSS) (13,739)         20,974           

NONOPERATING REVENUE,
Investment income 2,322             2,321             

EXCESS (DEFICIENCY) OF REVENUE OVER EXPENSES (11,417)         23,295           

NET POSITION, beginning of year 1,496,986      1,473,691      

NET POSITION, end of year $ 1,485,569      1,496,986      

See notes to financial statements
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2017 2016
CASH FLOWS FROM OPERATING ACTIVITIES:

Cash received from customers and Members $ 695,837         507,704         
Cash paid to suppliers and Members (533,155)       (583,582)       

Net cash provided by (used in) operating activities 162,682         (75,878)         

CASH FLOWS FROM INVESTING ACTIVITIES:
Investment income 2,322             33,694           
Purchases of capital assets (12,800)         (90,974)         
Change in certificates of deposit (1,780)           (1,778)           

Net cash used in investing activities (12,258)         (59,058)         

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 150,424         (134,936)       

CASH AND CASH EQUIVALENTS, beginning of year 589,139         724,075         

CASH AND CASH EQUIVALENTS, end of year $ 739,563         589,139         

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH 
PROVIDED BY (USED IN) OPERATING ACTIVITIES

Operating income (loss) $ (13,739)         20,974           
Adjustments to reconcile operating income (loss) to net cash

 provided by (used in) operating activities - 
Depreciation 143,565         137,324         
Changes in assets and liabilities:

Accounts receivable 7,525             (10,756)         
Prepaid expenses (2,612)           2,300             
Accounts payable 5,290             (3,744)           
Due to Members 22,653           (221,976)       

Net cash provided by (used in) operating activities $ 162,682         (75,878)         

See notes to financial statements
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(1) Description of Reporting Entity and Summary of Significant Accounting Policies 
 
 The following is a description of the reporting entity and a summary of significant accounting policies of 

Health Partners of Southwest Iowa (Organization).  
 
 A. Reporting Entity 
 
  The Organization was formed in 1996 pursuant to the provisions of Chapter 28E of the Code of 

Iowa. The Organization was formed to share ideas, capital, and human resources to effect 
economies of scale and to assist in the containment of healthcare costs, while improving the quality 
of healthcare being delivered in the service areas of the member hospitals. The Organization’s 
primary operations currently include operation of a mobile nuclear medicine scanner, a certified 
training center, and providing credentialing services for members and other area hospitals. 

 
  The governing body of the Organization is composed of one representative from each of the three 

participating members. The participating members are Cass County Memorial Hospital, 
Montgomery County Memorial Hospital, and Myrtue Medical Center. Each participating member 
owns an equal share in the Organization. 

 
 B. Industry Environment 
 
  The healthcare industry is subject to numerous laws and regulations of federal, state, and local 

governments.  These laws and regulations include, but are not necessarily limited to, matters such 
as licensure, accreditation, government healthcare program participation requirements, 
reimbursements for patient services, and Medicare and Medicaid fraud and abuse. Violations of 
these laws and regulations could result in expulsion from government healthcare programs 
together with the imposition of significant fines and penalties, as well as significant repayments for 
patient services previously billed.  

 
  Management believes that the Organization is in compliance with applicable government laws and 

regulations as they apply to the areas of fraud and abuse.  While no regulatory inquiries have been 
made which are expected to have a material effect on the Organization’s financial statements, 
compliance with such laws and regulations is subject to future government review and 
interpretation as well as regulatory actions unknown or unasserted at this time. 

 
 C. Basis of Presentation 
 
  The statements of net position display the Organization’s assets and liabilities with the difference 

as net position.  Net position is reported in the following categories: 
 

Net investment in capital assets – This component of net position consists of capital assets 
reduced by the outstanding balance of any related debt obligations attributable to the 
acquisition, construction or improvement of those assets or the related debt obligations related 
to those assets or debt obligations. 

 
   Restricted - Expendable – Expendable net position results when constraints placed on net 

position use are either externally imposed or are imposed by law through constitutional 
provisions or enabling legislation. The Organization had no restricted net position. 

 
   Unrestricted net position – This component of net position consists of net position not meeting 

the definition of the preceding categories. Unrestricted net position is often subject to 
constraints imposed by management which can be removed or modified. 

 
  When both restricted and unrestricted net position is available for use, generally it is the 

Organization’s policy to use restricted net position first. 
 
  



Health Partners of Southwest Iowa 
 
Notes to Financial Statements 
June 30, 2017 and 2016 
 

8 

 
 D. Measurement Focus and Basis of Accounting  
 
  Measurement focus refers to when revenue and expenses are recognized in the accounts and 

reported in the financial statements.  Basis of accounting relates to the timing of the measurements 
made, regardless of the measurement focus applied. 

 
  The accompanying basic financial statements have been prepared on the accrual basis of 

accounting in conformity with accounting principles generally accepted in the United States of 
America. Revenue is recognized when earned and expenses are recorded when the liability is 
incurred.  

 
E. 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 disclosures of contingent assets and 
liabilities at the date of the financial statements and the reported amounts of revenue and expenses 
during the reporting period.  Actual results could differ from those estimates. 

 
 F. Cash and Cash Equivalents 
 
  Cash and cash equivalents include investments in highly liquid debt instruments with a maturity of 

three months or less. 
 
 G. Accounts Receivable 
 
  The Organization considers accounts receivable to be fully collectible, accordingly, no allowance 

for doubtful accounts is recorded. 
 

H. Capital Assets, Net 
 
  Capital asset acquisitions with a cost in excess of $5,000 and lives in excess of three years, are 

recorded at cost. Depreciation is provided over the estimated useful life (ranging from three to 10 
years) of each class of depreciable asset and is computed on the straight-line method. 

 
 I. Risk Management 

 
The Organization is insured for protection against liability claims resulting from professional 
services provided or which should have been provided through liability insurance contracts of each 
of the individual members. Management believes that the malpractice insurance coverage is 
adequate to cover all asserted and any unasserted claims, therefore, no related liability has been 
accrued. The Organization is exposed to various other common business risks for which it is 
covered by commercial insurance of Cass County Memorial Hospital. Settled claims from these 
risks have not exceeded insurance overage during any of the past three years. 

 
 J. Statements of Revenue, Expenses and Changes in Net Position 
 
  For purposes of display, transactions deemed by management to be on-going, major or central to 

the provision of health care services are reported as operating revenue and expenses.  Peripheral 
or incidental transactions are reported as nonoperating revenue and expenses. 

 
 K. Subsequent Events 
 
  The Organization considered events occurring through September 26, 2017 for recognition or 

disclosure in the financial statements as subsequent events.  That date is the date the financial 
statements were available to be issued. 
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(2) Deposits and Investments 
 
 The Organization’s deposits at June 30, 2017 were entirely covered by Federal depository insurance or the 

State Sinking Fund in accordance with Chapter 12C of the Code of Iowa, because they are deposited as a 
sub-account of Cass County Memorial Hospital. The Organization’s deposits consist of checking and 
savings accounts, and certificates of deposit. 

 
The Organization is authorized by statute to invest public funds in obligations of the United States 
government, its agencies and instrumentalities; certificates of deposit or other evidences of deposit at 
federally insured depository institutions approved by the Board of Trustees; prime eligible bankers 
acceptances; certain high rated commercial paper; perfected repurchase agreements; certain registered 
open-end management investment companies; certain joint investment trusts; warrants or improvement 
certificates of a drainage district; and common stocks. 

  
 The Hospital adopted fair value guidance as set forth in Governmental Accounting Standards Board 

Statement No. 72, Fair Value Measurement and Application. The Statement sets forth guidance for 
determining and disclosing the fair value of assets and liabilities reported in the financial statements. The 
Organization has no investments meeting the fair value disclosure requirements of Governmental 
Accounting Standards Board Statement No. 72. 

 
 At June 30, 2017 and 2016, the Organization had the following investments: 
 

  2017  2016 
     

Certificates of deposit, at cost plus accrued interest $ 509,805  508,025 
 

The Organization manages the following risks in accordance with their formal investment policy: 
 
Interest rate risk: The Organization's investment policy limits investments of operating funds (funds 
expected to be expended in the current budget or within 15 months of receipt) in instruments that mature 
within 397 days. Funds not identified as operating funds may be invested in investments longer than 397 
days but the maturities shall be consistent with the needs and use of the Organization.  

 
Custodial credit risk: Custodial credit risk for deposits is the risk that, in the event of the failure of a 
depository financial institution, a government will not be able to recover its deposits. The Organization’s 
investment policy for custodial credit risk mirrors requirements set forth by the Code of Iowa. 

 
(3) Capital Assets 
 
 The Organization’s capital assets, additions, disposals and balances for the years ended June 30, 2017 and 

2016 were as follows: 
 

June 30, June 30,
2016 Additions Disposals 2017

Equipment $ 775,684         12,800           --               788,484         
Accumulated depreciation (415,800)       (143,565)       --               (559,365)       

Capital assets, net $ 359,884         (130,765)       --               229,119         

June 30, June 30,
2015 Additions Disposals 2016

Equipment $ 684,710         90,974           --               775,684         
Accumulated depreciation (278,476)       (137,324)       --               (415,800)       

Capital assets, net $ 406,234         (46,350)         --               359,884         
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(4) Related Organizations 
 
 The Organization is a joint venture of three hospitals - Cass County Memorial Hospital (CCMH), 

Montgomery County Memorial Hospital (MCMH), and Myrtue Medical Center (MMC). Each of the three 
hospitals purchase mobile scanning and other services from the Organization. In addition, the hospitals are 
reimbursed for supplies and labor provided to the joint venture. Below is a list of amounts due to or from the 
Organization by the members at year end and the transactions between the Organization and members 
during the years ended: 

 

June 30, 2017 CCMH MCMH MMC

Due from Members $ --             11,561        6,956          

Due to Members (21,198)       --             (25,300)       

Services rendered to Members 177,356      83,352        138,304      

Services and supplies purchased through Members 167,595      23,105        131,811      

June 30, 2016 CCMH MCMH MMC

Due from Members $ --             12,543        8,691          

Due to Members (13,528)       (3,007)         (7,310)         

Services rendered to Members 182,252      77,873        152,133      

Services and supplies purchased through Members 147,999      28,702        93,329        
 

 
 
(5) Commitment and Contingencies 
 
 Economic Dependency 
 
 The Organization currently derives the majority of its operating revenue from providing mobile nuclear 

medicine scanning and other service. For the years ended June 30, 2017 and 2016 approximately 60% and 
58%, respectively, of the Organization’s revenue is through transactions with member hospitals. The 
Organization also purchases most of its contract labor and supplies from member hospitals. For the years 
ended June 30, 2017 and 2016 approximately 46% and 40%, respectively, of the Organization’s expenses 
were incurred through transactions with member hospitals.  
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Independent Auditor’s Report on Internal Control over Financial Reporting  
and on Compliance and Other Matters Based on an Audit of  

Financial Statements Performed in Accordance  
with Government Auditing Standards 

 
 
 
 
To the Members of 
Health Partners of Southwest Iowa 
 
We have audited in accordance with auditing standards generally accepted in the United States of America and 
the standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller 
General of the United States, the financial statements of Health Partners of Southwest Iowa (Organization) as of 
and for the year ended June 30, 2017, and the related notes to the financial statements, which collectively 
comprise the Organization’s basic financial statements, and have issued our report thereon dated September 26, 
2017. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the Organization’s internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances 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 Organization’s internal control. Accordingly, we do not express 
an opinion on the effectiveness of the Organization’s internal control. 
 
A deficiency in internal control 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 and correct 
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in internal 
control such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this section and 
was not designed to identify all deficiencies in internal control that might be material weaknesses or significant 
deficiencies and therefore, material weaknesses or significant deficiencies may exist that were not identified.  
Given these limitations, during our audit we did not identify any deficiencies in internal control that we consider to 
be material weaknesses. However, material weaknesses may exist that have not been identified.  We did identify a 
certain deficiency in internal control, described in the accompanying schedule of findings and responses as item I-
A-17, which we consider to be a significant deficiency. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Organization’s financial statements are free of 
material misstatement, 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 Government Auditing 
Standards.   
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Organization’s Response to Findings 

The Organization’s responses to findings identified in our audit are described in the accompanying schedule of 
findings and responses.  The Organization’s response was not subjected to auditing procedures applied in the 
audit of the financial statements and, accordingly, we express no opinion on it. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
result of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 
 
 
 
 
Omaha, Nebraska, 
     September 26, 2017.  
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Part I:  Findings Related to the Financial Statements 
  
 Significant Deficiencies 
 

Item I-A-17  

Criteria: Proper segregation of duties ensures an adequate internal control structure. 

Condition: We identified instances where a lack of segregation of duties exists.  

Cause: Due to a limited number of administrative personnel, a lack of segregation of duties 
exists. 

Effect: Without proper segregation of duties, a greater risk of fraud and defalcation may 
exist.   

Recommendation: We recommend the Organization continue to monitor and improve its segregation of 
duties. 

Response: Management is aware of this control deficiency and believes it is economically not 
feasible for the Hospital to employ additional personnel for the purpose of greater 
segregation of duties. The Organization will continue to maintain and improve its 
segregation of duties. 

Conclusion: Response accepted. 
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Finding  Finding title  Status  
If not corrected, corrective action plan or other 

explanation 
       
I-A-16  Segregation of duties: 

A limited number of 
people have the 
primary responsibility 
for most of the 
accounting and 
financial data. 

 Not 
corrected 

 Management is aware of this deficiency in internal 
control and believes it is economically not feasible for 
the Organization to employ additional personnel for 
the purpose of greater segregation of duties. The 
Organization will continue to maintain and improve its 
segregation of duties. Similar finding reported at I-A-
17. 
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This audit was performed by: 
 

 Jeremy J. Behrens, CPA, FHFMA, Partner 

 
 
 
 
 
 
 
 


