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Independent Auditor's Report

Board of Trustees
Pinckneyville Community Hospital District
Pinckneyville, lllinois

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financial statements of Pinckneyville Community Hospital District (the
"Hospital"), which comprise the statements of net position as of April 30, 2024 and 2023, and the related
statements of revenues, expenses, and changes in net position, and cash flows for the years then ended, and the
related notes to the financial statements.

In our opinion, the accompanying financial statements referred to above present fairly, in all material respects,

the financial position of the Hospital as of April 30, 2024 and 2023, and the results of its operations and its cash
flows for the years then ended in accordance with accounting principles generally accepted in the United States
of America (""GAAP").

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America ("GAAS") and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States of America. Our responsibilities under those standards
are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our
report. We are required to be independent of the Hospital and to meet our other ethical responsibilities, in
accordance with the relevant ethical requirements relating to our audits. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the Hospital's ability to continue as a
going concern for one year after the date the financial statements are available to be issued.



Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a
guarantee that an audit conducted in accordance with GAAS and Government Auditing Standards will always
detect a material misstatement when it exists. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

e |dentify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 Hospital’s internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Hospital's ability to continue as a going concern for a reasonable period of
time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters that
we identified during the audit.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that a management's discussion
and analysis as listed in the table of contents, be presented to supplement the financial statements. Such
information is the responsibility of management and, although not a part of the financial statements, is required
by the Governmental Accounting Standards Board ("GASB") who considers it to be an essential part of financial
reporting for placing the financial statements in an appropriate operational, economic, or historical context. We
have applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management about
the methods of preparing the information and comparing the information for consistency with management's
responses to our inquiries, the financial statements, and other knowledge we obtained during our audit of the
financial statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.



Other Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements as a whole. The
accompanying schedule of expenditures of federal awards, as required by Title 2 U.S. Code of Federal Regulations
(CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards, is presented for purposes of additional analysis and is not a required part of the financial statements.
Such information is the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the financial statements. The information has been subjected to
the auditing procedures applied in the audit of the financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other records
used to prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our
opinion, the information is fairly stated in all material respects in relation to the financial statements as a whole.

Other Information

Management is responsible for the other information included in the schedule of insurance in force. The other
information comprises the insurance policies currently active and available for the Hospital but does not include
the basic financial statements and our auditor's report thereon. Our opinions on the basic financial statements
do not cover the other information, and we do not express an opinion or any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other information
and consider whether a material inconsistency exists between the other information and the basic financial
statements, or the other information otherwise appears to be materially misstated. If, based on the work
performed, we conclude that an uncorrected material misstatement of the other information exists, we are
required to describe it in our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 9, 2024, on
our consideration of the Hospital's internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of
that report is solely 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 effectiveness of the Hospital's
internal control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Hospital's internal control over financial
reporting and compliance.

Wiggts LLP

Wipfli LLP
Eau Claire, Wisconsin
October 9, 2024



Pinckneyville Community Hospital District
Management’s Discussion and Analysis

Introduction

Pinckneyville Community Hospital District's (the "Hospital's") management discussion and analysis (MD&A) is
generally intended to (1) assist the reader in focusing on significant financial issues, (2) provide an overview of the
Hospital's financial activities, (3) identify changes in the Hospital's financial position (its ability to meet future
financial demands and conditions), (4) identify any material deviations from the governmental unit's financial plan
(approved budget), and (5) identify individual fund issues or concerns.

The MD&A is provided at the beginning of the report to provide an overview of the Hospital's financial position at
April 30, 2024, and the results of operations for the year. This summary should not be taken as a replacement for the
audit report, which consists of the basic financial statements, notes to the financial statements, and required and
supplementary information.

Overview of the Financial Statements

The annual financial report consists of two parts: the MD&A and the financial statements, including notes to the
financial statements and supplementary information. The financial statements present different views of the
Hospital's financial activities and consist of the following:

e The statements of net position compare assets to liabilities to give an overall view of the Hospital's financial
health. The statements of net position list the Hospital's assets, liabilities, and net position.

e The statements of revenue, expenses, and changes in net position provide information on an aggregate view
of the Hospital's finances and define the Hospital's revenue and expenses by category.

e The statements of cash flows provide the Hospital's sources and uses of cash for the Hospital.

Financial Statements

As of April 30, 2024, the Hospital’s assets exceeded its liabilities and deferred inflows of resources by $40,104,963; an
increase of 9.51% from April 30, 2023.

The Hospital’s total assets increased approximately 4.36% from April 30, 2023 through April 30, 2024. The net
increase in assets in 2024 was related to an increase in investments and an increase in accounts receivable.

The Hospital’s total liabilities decreased by $363,662 from April 30, 2023 through April 30, 2024 which was relatively
stagnant.

As of April 30, 2023, the Hospital’s assets exceeded its liabilities and deferred inflows of resources by $36,261,722; an
increase of 3.67% from April 30, 2022. As of April 30, 2022, the Hospital’s assets exceeded its liabilities and deferred
inflows of resources by $35,325,928; an increase of 30.43% from April 30, 2021.

The Hospital’s total assets decreased approximately 0.56% from April 30, 2022 through April 30, 2023, and increased
approximately 13.43% from April 30, 2021 through April 30, 2022.



Pinckneyville Community Hospital District
Management’s Discussion and Analysis

Financial Statements (Continued)

The decrease in total assets in 2023 was primarily a result of the hospital facility expansion and renovation project
which increased capital assets and was funded primarily by revenue bonds from the U.S. Department of Agriculture
("USDA"). Other noted increases in assets were due to receipt of additional provider relief funds from the U.S.
Department of Health and Human Services ("HHS") to assist with the COVID-19 pandemic as well as positive
operating results in 2022.

The Hospital’s total liabilities decreased by approximately $1,696,439 from April 30, 2022 through April 30, 2023,
compared to an increase of approximately $3,264,719 from April 30, 2021 through April 30, 2022. The net decrease
in liabilities in 2022 was due to continued repayment of the Medicare accelerated and advanced payments that were
received in 2020 to assist with cash flows during the initial months of the COVID-19 pandemic and continued
repayment of outstanding bonds; however, these decreases were offset in 2022 as a result of the issuance of
additional USDA revenue bonds to assist with the construction project.

Condensed Statements of Net Position
April 30, 2024, 2023, and 2022

2024 2023 2022

Assets:

Current assets S 34,593,617 S 31,080,073 S 30,328,842

Long-term assets limited as to use 2,280,631 2,341,119 2,015,978

Nondepreciable capital assets 1,882,910 1,064,278 11,064,819

Depreciable capital assets - Net 35,865,542 37,017,651 28,494,097
TOTAL ASSETS S 74,622,700 S 71,503,121 § 71,903,736
Liabilities:

Current liabilities S 4,037,143 S 3,626,912 S 7,597,669

Long-term liabilities 30,198,014 30,971,907 28,697,589

Total liabilities 34,235,157 34,598,819 36,295,258

Deferred inflows of resources 282,580 282,580 282,550
Net position:

Unrestricted 30,359,021 27,691,565 22,059,589

Net investment in capital assets 6,776,545 6,546,129 10,325,345

Restricted expendable net position 2,969,397 2,384,028 2,940,994

Total net position 40,104,963 36,621,722 35,325,928
TOTAL LIABILITIES AND NET POSITION S 74,622,700 S 71,503,121 S§ 71,903,736




Pinckneyville Community Hospital District
Management’s Discussion and Analysis

Financial Statements (Continued)

Condensed Statements of Revenue, Expenses, and Changes in Net Position
Years Ended April 30, 2024, 2023, and 2022

2024 2023 2022

Revenue:
Net patient services revenue S 41,695001 S 38,858,063 S 33,973,945
Other operation revenue 1,033,213 766,740 1,265,284
Total operating revenue 42,728,214 39,624,803 35,239,229
Total nonoperating revenue - Net 2,286,448 1,144,235 7,159,257
Total revenue 45,014,662 40,769,038 42,398,486

Expenses:
Salaries, wages and employee benefits 23,112,079 22,156,581 19,807,730
Purchases services and professional fees 4,364,753 3,745,243 3,566,037
Depreciation and amortization 3,449,154 3,317,482 2,602,231
Other operating expenses 9,729,859 9,392,178 6,908,339
Interest expense 875,576 861,760 715,248
Total expenses 41,531,421 39,473,244 33,599,585
Increase in net position 3,483,241 1,295,794 8,798,901
Net position at beginning 36,621,722 35,325,928 26,527,027
Net position at end S 40,104,963 S 36,621,722 S 35,325,928

Long-Term Debt

As of April 30, 2024, the Hospital had total debt of $30,698,333. No additional debt was incurred during the fiscal
year. As a result, total debt decreased from the prior year due to continued principal payments on existing debt.

As of April 30, 2023, the Hospital had total debt of $31,148,333, of which approximately $16,575,000 was related to
debt for the new renovation projects that included a new annex for the Rural Health Clinic to expand square footage
and exam room space, a new patient wing on Acute Care that is full negative pressure for use during pandemic
isolation usage, ER renovation to expand exam rooms and renovation of the inpatient rehab area on Acute Care. As
of April 30, 2022, the Hospital had debt of $28,833,333, of which approximately $16,575,000 was related to debt for
the new Hospital facility, which was completed in September 2015 (during fiscal year ended April 30, 2016), as well
as $7,225,000 in long-term debt which was issued in 2022 for a facility expansion renovation and construction
projects. See Note 7 to the accompanying financial statements for additional detail of long-term debt.



Pinckneyville Community Hospital District
Management’s Discussion and Analysis

Capital Assets

At April 30, 2024, the Hospital had $37,748,452 invested in capital assets (primarily buildings and equipment), which
represents a decrease of $333,477 compared to April 30, 2023. The Hospital invested $2,305,893 in new capital asset
additions during fiscal year 2024, with the following items of significance:

$560,211 on a new maintenance shed building.

$523,552 in various Electronic Health Record related enhancements.

$460,821 for new radiology equipment, including a new 64-slice CT Scanner and bone density Dexa Scan.

$201,326 for new patient monitoring equipment.

e 5$179,479 for new laboratory equipment, including chemistry and urine analyzers, and a blood bank
refrigerator.

e $176,014 for various surgical equipment including sterilizers, tourniquet system, cauterization unit, and endo
scope storage cabinet.

e 587,689 for office furniture as part of an ongoing office renovation project.

e 540,901 for a new PACS server that stores the radiology department testing images.

At April 30, 2023, the Hospital had $38,081,929 invested in capital assets (buildings and equipment), which
represents a decrease of $1,476,987 compared to April 30, 2022. The Hospital invested $1,762,924 in new capital
assets during fiscal year 2023. Capital asset additions during fiscal year 2023 included the following significant capital
assets:

e 510,555,793 on new renovation projects that included a new annex for the Family Medical Center Rural
Health Clinic to expand square footage and exam room space, a new patient wing on Acute Care that is full
negative pressure for use during pandemic isolation usage, ER renovation to expand exam rooms and
renovation of the inpatient rehab area on Acute Care.

e 5$265,000 Parking lot expansion to account for space utilized to create the new Family Medical Center annex
and $30,000 for related landscaping.

e 5$159,491 in new Surgical Endoscopic equipment and surgical table.

e 5189,250 for a new Nuclear Med unit that also has CT Scan capability.

e $137,970 for a new Ultrasound unit.

e $156,893 in new exam tables and office furniture for the new Family Medical Center Rural Health Clinic
annex.

Operations
Year Ended April 30, 2024:

e Operational Net Income increased by $1,059,050 from prior year with the following items serving as primary
contributing factors:
o Gross revenues outpaced budget expectations and prior year for outpatient and Family Medical
Center services, which helped produce an improved operating margin despite expense growth.
o Expenses outpaced budget expectations by over $2.2 million for the fiscal year. Wages and benefits
accounted for the largest increase of more than $800,000 over budget. Drug costs have increased
due to greater patient volume.



Pinckneyville Community Hospital District
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o

Major changes from prior year include more bad debt allowances than financial need due to in
advance of the Meditech implementation in the prior year, staff reviewed bad debts and identified
balances that were uncollectible due to financial need. As such, prior bad debts were reclassified to
financial need. Additionally, with the Meditech implementation, accounts receivable has grown.
Although receivables are declining, balances are still higher than historical performance. Near fiscal
year end, Huron Consulting Group conducted a revenue cycle improvement analysis to begin taking
action to further streamline workflows and bring down accounts receivable.

e Total net income increased by another $1.1 million, primarily associated with a $1 million USDA grant that
helped cover costs associated with the electronic health record conversion to Meditech Expanse. The ability
to earn greater interest on cash reserves has provided an additional $500,000 to the bottom line.

e The Hospital converted to a new hospital-wide electronic health record (EHR) at the beginning of the fiscal
year. This replaced the separate EHR systems that were utilized by the Hospital, Family Medical Center,
emergency department, laboratory and therapy services.

e Various renovation projects were either completed or in progress during the fiscal year, including:

o

The old Family Medical Center (FMC) area within the hospital was totally renovated into space for
dietary storage, health information, quality/risk management, employee & patient education
services, respiratory/wound care, additional offices, and cardiopulmonary.

The administration and health information area was renovated to provide more space for new
employee training, more office space, remove the open office space to provide all employees with
their own office and to make the space more usable. Completion of the project was after fiscal year
end in June 2024.

The renovated area in the old FMC will allow the dietary department to increase storage as the
current storage areas are too small and are overcrowded. The area will also allow to proceed with
the purchase of a walk-in freezer where the current individual freezers and refrigerators are currently
located within the dietary department.

The new maintenance building was completed providing much needed space for the maintenance
staff as well as storage. Environmental services (EVS) moved into the old maintenance area within
the hospital providing EVS with the much-needed space for their supplies and equipment.

All of the original patient rooms were being renovated by placing wall protectant on the walls. The
large Geri-Chairs, and other items, have been making dents and holes in the drywall so maintenance
has been placing wall protectant on the walls to protect them from damage. In addition, radiant
heaters were being placed in the acute patient bathrooms. This project was completed after fiscal
year end in August 2024.

e The Hospital was awarded with several quality and performance awards during the fiscal year, including:

o

The Hospital achieved 5-star recognition for HCAHPS scores through the National Rural Rating System
(NRRS).

As part of National Rural Health Day, Pinckneyville Community Hospital was recognized with a 2023
Performance Leadership Award for excellence in Patient Perspective.

The wound care clinic at Pinckneyville Community Hospital received dual recognition with Clinical
Distinction and Patient Satisfaction Awards.

The Hospital was recognized as one of almost 100 Cynosure HQIC hospitals that assessed their sepsis
practices and achieved exceptional performance in the Cynosure Health HQIC 2023 Sepsis Honor Roll
Program.

The Hospital achieved all HCAHP’s scores above the lllinois state average and was honored for
Excellence in Quality of Care through MBQIP measures by lllinois Critical Access Hospital Network
(ICAHN), including recognized as a Top Performer for Outpatient Quality Domain (MBQIP).
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Year Ended April 30, 2023:

e Operational Net Income declined $1,341,573 from prior year with the following items serving as primary
contributing factors:

o

With the conversion to a new Electronic Health Record (“EHR”) system, our financial counselor
completed more reviews of bad debt accounts in order to determine which patient accounts now
qualify for financial assistance because they are now covered under a Medicaid program that they
did not have at time of service. This approach was taken in order to clean up old uncollectible “bad
debt” on items that are not likely to be collected upon because of the patient's current Medicaid
eligibility status. The net effect of this was an additional $210,000 over prior year in write-offs
associated with patients qualifying for financial assistance.

With the pool equipment being inoperable and the difficulty getting parts and repairs, the Hospital
did not have aquatic therapy revenue for three months from February through April. As of the end
of May, the pool was still inoperable, awaiting a new heater system required to control the humidity
levels within the pool area.

Market wage adjustments, along with additional positions added and overtime incurred related to
the Meditech implementation increased wages by over approximately $1.4 million in 2023.
Employee health insurance claims were much higher than normal with several covered individuals
having very large claims, which in turn increased the fiscal year end accrual for claims incurred but
not yet paid. As such, year-to-date employee health insurance costs, including prescription drugs
filled through our own pharmacy, are around $650,000 above prior year. Several individuals under
our group health plan have had such high expenses that they are now subject to higher self-insured
limits for which the hospital has to pay a higher out of pocket claims cost before the stop loss
coverage takes effect.

With the rise in wages to keep up with market demand, other employee benefits like worker's
compensation premiums, employer pension contributions and FICA expenses are also up
approximately $243,000 over the prior year.

340B pharmacy revenues are down around approximately $400,000 from prior year, primarily due to
restrictions implemented by the pharmaceutical companies that limit discounts to only one selected
retail pharmacy.

The Hospital is no longer sharing the cost of a general surgeon with another healthcare facility, with
surgical case volumes being below expected volumes. Year-to-date, direct contributions for the
surgery department are down over approximately $630,000 with an additional loss of over
approximately $177,600 in cost share funding.

The cost of emergency room physician coverage increased an extra $5,825 per month starting in
February 2023. This equates to a 4% increase in this expense alone.

Drug expenses increased significantly by approximately $603,000 over prior year. However, that was
associated with greater volume and approximately $1.1 million of additional net patient service
revenue in the Cancer Care/Infusion Clinic.

Repairs and services expenses increased approximately $184,000 with the majority of that related to
extra services needed within the information systems department.

Purchases Service expenses were up $548,000 over prior year. The contract with HSS for Dietary and
EVS services ended in April and the contract with Huron consultants will eventually decline in the
upcoming months of the new fiscal year once we get past the first several months of Meditech
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implementation. However, new expenses this past year that will continue include expansion of
patient surveys and the Hospital’s service excellence program fees with Custom Learning Systems.

o Total expenses also included various information systems increases, primarily related to the
Meditech implementation which accounted for additional expenses of approximately $640,000. The
Paycom payroll system added an additional approximately $75,000; plus there were a multitude of
other software license fees associated with medical record dictation, new copier lease, and
implementation of Microsoft Office 365, all of which accounted for another $34,000 increase over
prior year. Some of these expenses are now included in depreciation and amortization and interest
expense rather than in their traditional locations within the statements of revenue, expenses, and
changes in net position as described in Note 1 to the accompanying financial statements as the
Hospital also adopted Governmental Accounting Standards Board Statement No. 87 related to leases.

The Hospital recognized as nonoperating income in 2023 the final $146,765 in payments received from the
COVID Pandemic American Rescue Plan Act (ARPA) funding, including another $110,393 received under the
Hospital Pandemic Recovery Stabilization program from the Medicaid Managed Care Organization (“MCQ”)
plans. This is compared to a total of approximately $6.6 million in COVID-related funding that was
recognized in 2022, including the forgiveness of the PPP loan.

After 40 plus years of providing medical services to the surrounding area, Dr. Fozard retired July 31, 2022
who held the highest patient and visit volume within the Hospital’s Family Medical Center rural health clinic.
He remains on staff to serve as Medical Director. Miles Priebe, Nurse Practitioner, moved from the
Hospitalist role within acute inpatient care to the Family Medical Center to help pick up patient scheduling
openings created with Dr. Fozard’s retirement. Recruitment efforts are still ongoing for a Family Practitioner
or Internal Medicine physician to replace Dr. Fozard and to perform patient rounding on the acute inpatient
care floor.

For the second year in a row, the Hospital received Restorix Health’s highest award which is called Center of
Excellence for Wound Care. This award is presented to wound centers that demonstrate exceptional success
by meeting or exceeding national clinical, operational and financial benchmarks.

The Hospital completed its first year with Custom Learning Systems (CLS). With only nine months into the CLS
program, the Hospital achieved a HCAHPS inpatient survey response of Hospital Staff score of 86.14% which
was 23.54% over the national average. The Hospital was also awarded the following Breakthrough awards
which are a direct reflection of each of our staff members, because without their continued pursuit of an
excellent patient experience, these awards would never have occurred.

o The Hospital received two Emerald Awards for Communication about Medicines and Discharge
Information to our patients by being higher than the National Top Box (Percentage) score.

o The Hospital received three Ruby Awards for Patient Communications with Nurses, Patient
Communication with our Doctors/Providers and Hospital Environment-Quietness by being Five
percent higher than the National Top Box (Percentage) score.

o The Hospital received two Diamond Awards for Responsiveness of Hospital Staff to Patients Needs
and for Clean Hospital Environment by being 10% higher than the National Top Box (Percentage)
score.

o The Family Medical Center received three Emerald Awards for Getting Timely Appointments, Care &
Info, Helpful, Courteous & Respectful Office Staff and Patient Rating of the Providers by being higher
than the National Top Box (Percentage) score.

Based on the February 2023 patient survey data, the Hospital’s Press Ganey scores were all above the state
average.

10
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The Family Medical Center was reaccredited by The Compliance Team as a Patient Centered Medical Home
(“PCMH”). The Compliance Team is a nationally recognized healthcare accreditation organization which
provides comprehensive accreditation and certification services to healthcare providers. PCMH accreditation
is @ measured Continuous Quality Improvement (“CQI”) program that incorporates patient-centered practice
guidelines. Patient-centered programs and value-based care are advanced by the Institute of Medicine and
the nation’s leading primary care physician societies. High-risk patients benefit from Hospital’s pro-active
coordination and follow-up communication by Physicians, Physician Assistants and Nurse Practitioner’s.
Having their patients’ ongoing needs addressed prevents trips to the hospital and saves the patient time and
helps to reduce unscheduled health emergencies.

Other major operational milestones throughout the fiscal year included:

o

O O O O O

o

Meditech was chosen as the replacement EHR system with implementation beginning in August 2022
and go live was completed on May 1, 2023.

The laboratory started performing microbiology testing. Prior to this, microbiology tests were sent
out to be performed at SIH which caused delays in getting the results back in a timely manner. Now,
the turnaround time has improved significantly, providing our medical providers with timely reports
so that our patients can be treated sooner which improved patient care.

The lllinois Department of Public Health (“IDPH”) approved the occupancy of the new 4 bed wing
addition and the renovated stress/ultrasound area.

Judy Decal was hired as the new Laboratory Manager.

Kim Kretz was hired as the new Respiratory Therapy Manager.

Chris Scott was hired as the Chef and Manager of the Dietary Department.

Ronnie Lumpkin was hired as the EVS Manager of the Housekeeping Department.

Hired an additional IT informatics staff employee to assist in the EHR transition and continue to work
with the new Meditech EHR.

Dr. Marie Gorski, General Surgeon was hired replacing Dr. Cox.

Started a Behavior Health Program in the Family Medical Center in November 2022 after hiring Emily
Grossman as our Licensed Clinical Social Worker (“LCSW”).

Randall Dauby, CEO was recognized by Becker’s Hospital Review as one of the 80 Rural CEQ’s to know
in February 2023.

The Hospital Board approved the architectural/engineering services for the renovation of the old
FMC areas within the hospital and the Administrative Suite with bids approved in July 2023 and
construction to begin by September 2023.

The Hospital Board approved the construction of a new Maintenance Shed for which construction
began in May 2023.

The COVID-19 national emergency and public health emergency (PHE) ended May 11, 2023, shortly
after the fiscal year end.
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Pinckneyville Community Hospital District
Management’s Discussion and Analysis

Economic Factors

Year Ended April 30, 2024

Medicare Advantage plans, as well as commercial payers, continue to implement prior authorization policies
which impede care and erode hospital reimbursement. The Hospital has had to add additional staff just to try
and keep up with the prior authorization requirements.

Pinckneyville Community Hospital has seen its 340B drug cost savings drop by 52% in just three years—from
$922,000 in 2021 to $444,000 in 2023. The hospital stands to lose another $209,000 per year from one
manufacturer since being forced to designate a single pharmacy as a 340B contract pharmacy rather than
working with four contract pharmacies like they had been. Pharmaceutical companies are not living up to the
promise of 340B: to help hospitals “stretch scarce federal resources as far as possible” to reach more eligible
patients and provide more comprehensive services. New restrictions by pharmaceutical companies mean
significant reductions in the drug cost savings the hospital dedicates to charity care and services that
promote patient health, including:
o $1 million - $2.3 million in charity care per fiscal year;
o Clinics for patients with congestive heart failure and chronic obstructive pulmonary disease offering
free education and treatment programs; and
o New programs including aquatic therapy and outpatient behavioral health care.
o Patient prescription assistance program that helps patients obtain free or discounted medications.
o Maintaining essential services and quality health care close to home such as the emergency
department and cancer care & infusion clinic which operate at a loss.
o Offer a self- administered drug policy that is OIG and Medicare compliant that permits the write-off
of non-covered drugs which improves patient satisfaction and medication compliance.
o Offering community education programs and events designed to help the community maintain
healthier, more active lives.

Without the 340B program, Pinckneyville Community Hospital would experience negative operating margins
which would significantly impact the hospital’s financial stability. That could result in ending programs and
services patients rely on for optimal health.

Year Ended April 30, 2023

The expansion of Medicaid Managed Care Organizations (MCOs) and dual MMAI programs has caused
confusion among patients who have been automatically assigned to plans for which their providers are not
in-network. The Medicare-Medicaid Alignment Initiative (MMAI) is an insurance program run by the state of
Illinois that replaces traditional Medicare primary and Medicaid secondary insurance coverage into a single
plan. However, the Hospital and many surrounding healthcare facilities are not contracted with every
available plan. The Hospital has had to aid patients in getting re-enrolled in coverage plans so that they can
continue to receive in-network care at their local community hospital. Since many of these individuals have
limited resources, they are unable to travel greater distances for their healthcare needs. During the time
frame that it takes for these patients to transition back to in-network coverage, the Hospital has incurred
greater financial assistance write-offs so as to aid patients in retaining the ability to receive healthcare
services.
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Pinckneyville Community Hospital District
Management’s Discussion and Analysis

Commercial and Medicare Advantage plans continue to implement more stringent prior authorization plans
as well as non-standard, plan specific medical necessity screenings that cannot be checked in advance of
service. Some of these programs provide no recourse for the Hospital to appeal denial of coverage after the
fact. Per an article published by The Washington Post on May 26, 2023, “a recent KFF [a nonpartisan health
policy research, journalism, and communications organization] study of ACA plans found that even when
patients received care from in-network physicians, doctors and hospitals approved by these same insurers,
the companies in 2021 nonetheless denied, on average, 17% of claims. One insurer denied 49% of claims in
2021; another’s turndowns hit an astonishing 80% in 2020. These reviews — and the denials — have now
trickled down to the most mundane medical interventions and needs, including things such as asthma
inhalers or the heart medicine that a patient has been on for months or years. What’s approved or denied
can be based on an insurer’s shifting contracts with drug and device manufacturers rather than optimal
patient treatment.” Lengthy and complicated prior authorization requirements cause barriers and
unnecessary extended delays to patient care and the denials take up limited hospital resources in which to
appeal in the hopes to obtain proper payment for the care provided. The actions taken by commercial plans
to control their costs and boost their profits is placing a strain on hospitals as well as patients. These actions

are now getting the attention of hospital and patient advocacy groups who are starting to speak up on behalf

of healthcare organizations and patient rights.

Contacting the Hospital's Financial Management

The financial report is designed to provide patients, suppliers, taxpayers, and creditors with a general overview of the

Hospital’s financial position and show its accountability for the money it receives. Should you have any questions

regarding this report or need additional financial information, contact the Hospital Administrator/CEO at
Pinckneyville Community Hospital District, 5383 State Route 154, P.O. Box 437, Pinckneyville, IL 62274-1099.
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Pinckneyville Community Hospital District

Statements of Net Position
April 30, 2024 and 2023

2024 2023
Assets and Deferred Outflow of Resources
Current assets:
Cash and cash equivalents 16,877,108 18,203,393
Investments 8,291,312 6,062,758
Assets limited as to use 1,411,619 851,817
Accounts receivable - Net 6,303,386 3,931,738
Inventories 326,816 366,524
Prepaid expenses and other 1,383,376 1,273,380
Due from third-party reimbursement programs - 390,463
Total current assets 34,593,617 31,080,073
Assets limited as to use - Less current portion 2,280,631 2,341,119
Capital assets:
Nondepreciable capital assets 1,882,910 1,064,278
Depreciable capital assets - Net 35,865,542 37,017,651
Capital assets - Net 37,748,452 38,081,929
TOTAL ASSETS 74,622,700 71,503,121
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Pinckneyville Community Hospital District

Statements of Net Position (Continued)

April 30, 2024 and 2023

2024 2023
Current liabilities:
Current portion of long-term debt S 660,000 $ 450,000
Current portion of lease obligations 113,893 113,893
Accounts payable - Trade 429,275 541,132
Accrued payroll and related expenses 1,501,958 1,455,320
Due to third-party reimbursement programs 93,722 -
Other 1,238,295 1,066,567
Total current liabilities 4,037,143 3,626,912
Long-term liabilities:
Long-term debt - Less current portion 30,038,333 30,698,333
Lease obligations - less current portion 159,681 273,574
Total long-term liabilities 30,198,014 30,971,907
Total liabilities 34,235,157 34,598,819
Deferred inflows of resources - Unavailabale property taxes 282,580 282,580
Net position:
Unrestricted 30,359,021 27,691,565
Net investment in capital assets 6,776,545 6,546,129
Restricted - Expendable for specific operating activities 40,193 40,733
Restricted - Expendable for debt service 2,929,204 2,343,295
Total net position 40,104,963 36,621,722
TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES, AND NET POSITION S 74,622,700 $ 71,503,121

See accompanying notes to financial statements.
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Pinckneyville Community Hospital District
Statements of Revenues, Expenses, and Changes in Net Position

Years Ended April 30, 2024 and 2023

2024 2023
Revenue:
Net patient service revenue 41,695,130 S 38,858,063
Other operating revenue 1,033,213 766,740
Total operating revenue 42,728,343 39,624,803
Operating expenses:
Salaries and wages 17,447,369 16,659,541
Employee benefits 5,664,710 5,497,040
Purchased services and professional fees 4,364,753 4,296,784
Supplies and other 9,729,988 8,840,637
Depreciation and amortization 3,449,154 3,317,482
Total operating expenses 40,655,974 38,611,484
Income from operations 2,072,369 1,013,319
Nonoperating revenues (expenses):
Interest income 625,396 133,388
Property tax revenue 341,070 364,878
Noncapital gifts, grants, and other 1,328,840 635,969
Interest expense (875,576) (861,760)
Gain (loss) on disposal of capital assets (8,858) 10,000
Total nonoperating revenues - Net 1,410,872 282,475
Increase in net position 3,483,241 1,295,794
Net position at beginning 36,621,722 35,325,928
Net position at end 40,104,963 S 36,621,722

See accompanying notes to financial statements.
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Pinckneyville Community Hospital District

Statements of Cash Flows
Years Ended Aapril 30, 2024 and 2023

2024 2023
Change in cash and cash equivalents:
Cash flows from operating activities:

Cash received from patients and third-paty payors $ 39,807,538 S 35,701,058

Cash paid to suppliers and contractors (14,105,029) (14,921,254)

Cash paid to emploees (23,065,441) (22,073,835)

Other cash received 1,033,213 766,740

Net cash flows from operating activites 3,670,281 (527,291)
Cash flows from noncapital financing activities -
Property tax revenue 341,070 364,878
Noncapital gifts, grants, and other 1,328,840 635,969
Net cash flows from noncapital financing activities 1,669,910 1,000,847
Cash flows from capital and related financing activities:

Principal payments on long-term debt and lease obligations (563,893) (540,293)

Proceeds from ssuance of long-term debt - 2,765,000

Interest paid on long-term debt and lease obligations (875,576) (818,598)

Proceeds from disposal of capital assets - 10,000

Purchase of capital assets (3,124,535) (1,762,973)

Net cash flows from capital and related financing activities (4,564,004) (346,864)
Cash flows from investing activities -

Interest income 625,396 133,388
Net change in cash, cash equivalents, and restricted cash 1,401,583 260,080
Cash, cash equivalents, and restricted cash at beginning of year 27,459,087 27,199,007
Cash, cash equivalents, and restricted cash at end of year S 28,860,670 S 27,459,087
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Pinckneyville Community Hospital District

Statements of Cash Flows (Continued)
Years Ended April 30, 2024 and 2023

2024 2023
Reconciliation of income from operations to net cash flows from operating
activities:
Income from operations 2,072,369 § 1,013,319
Adjustments to reconcile income from operations to net cash flows from
operating activities:
Depreciation and amortization 3,449,154 3,317,482
Provision (credit) for bad debts 1,759,943 (751,406)
Changes in operating assets and liabilities:
Accounts receivable (4,131,591) 460,031
Inventories 39,708 1,197
Prepaid expenses and other (109,996) (135,621)
Due to/from third-party reimbursement programs 484,185 (2,865,630)
Accounts payable (1211,857) (100,217)
Accrued and other liabilities 218,366 (1,466,446)
Total adjustments 1,597,912 (1,540,610)
Net cash provided by operating activities 3,670,281 S (527,291)
Reconciliation of cash, cash equivalents, and restricted cash to statements of
net position:
Cash and cash equivalents 16,877,108 S 18,203,393
Restricted cash included within:
Investments 8,291,312 6,062,758
Assets limited as to use - Current portion 1,411,619 851,817
Assets limited as to use - Noncurrent portion 2,280,631 2,341,119
Total cash, cash equivalents, and restricted cash 28,860,670 S 27,459,087

Supplemental cash flows information:
Capital asset additions acquired through lease obligations

See accompanying notes to financial statements.
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Pinckneyville Community Hospital District
Notes to Financial Statements

Note 1: Summary of Significant Accounting Policies

The Entity

Pinckneyville Community Hospital District (the “Hospital”) operates a critical access hospital (CAH) with 20 acute-
care beds and a physician clinic. The Hospital provides comprehensive inpatient, outpatient, and physician clinic
services. The Hospital is established in accordance with provisions of the lllinois Hospital District law and is
located in Pinckneyville, lllinois. The component unit, discussed below, is included in the financial statements
because the nature and significance of its relationship to the Hospital is such that exclusion would cause the
reporting entity's financial statements to be misleading or incomplete under criteria set forth by the Government
Accounting Standards Board (GASB).

The Hospital and Pinckneyville Community Hospital Auxiliary (the "Auxiliary"), as described below, have been
blended and are collectively referred to as the "Organization." All material intercompany accounts and
transactions have been eliminated.

The Auxiliary is a legally separate, 501(c)(3) tax-exempt, public benefit corporation. The Auxiliary acts primarily as
a fund-raising organization to supplement the resources that are available to the Hospital. Although the Hospital
does not control the timing or amount of receipts from the Auxiliary, the majority of the resources or income
thereon that the Auxiliary holds and invests are restricted to the activities of the Hospital by the Auxiliary’s
bylaws. The Auxiliary’s Board of Directors may also restrict the use of such funds for capital asset replacement,
expansion, or other specific purposes. Because these resources held by the Auxiliary can only be used by or for
the benefit of the Hospital, and because the Auxiliary's services are almost entirely provided to the Hospital, as
well as governance decisions being controlled by the Hospital, the Auxiliary is considered a component unit of the
Hospital and is blended in presentation in the accompanying financial statements. The Auxiliary will not issue
separate financial statements for the years ended April 30, 2024 and 2023.

The accompanying financial statements present the activities of the Hospital. Accounting principles generally
accepted in the United States (GAAP) require that these financial statements include the primary government and
its component units. Component units are separate organizations that are included in the Hospital’s reporting
entity because of the significance of their operational or financial relationships with the Hospital. All significant
activities and organizations with which the Hospital exercises oversight responsibility have been considered for
inclusion in the financial statements. The Hospital has one blended component unit as described above and is
not included in any other governmental reporting entity.

Method of Accounting

The Organization's financial statements are presented using the flow of economic resources measurement focus,
which uses the accrual basis of accounting.
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Pinckneyville Community Hospital District
Notes to Financial Statements

Note 1: Summary of Significant Accounting Policies (Continued)

Use of Estimates in Preparation of Financial Statements

The preparation of the accompanying financial statements in conformity with GAAP requires management to
make estimates and assumptions that directly affect the reported amounts of assets and liabilities and disclosure
of contingent assets and liabilities at the date of the financial statements. Estimates may also affect the reported
amounts of revenue and expenses during the reporting period. Actual results may differ from these estimates.

The Organization considers critical accounting estimates to be those that require more significant judgments and
include the valuation of accounts receivable, including contractual adjustments, an allowance for doubtful
accounts, estimated third-party payor settlements, and the estimated claims payable at year-end under its self-
funded health insurance plan.

Cash Equivalents

Cash and cash equivalents include highly liquid debt instruments with an original maturity of 12 months or less,
excluding amounts whose use is limited or restricted. The carrying amount reported in the statements of net
position for cash and cash equivalents approximates fair value. For the purposes of the statements of cash flows,
the Organization considers cash to include all amounts whose use is limited or restricted.

Fair Value Measurements

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an ordinary
transaction between market participants at the measurement date. A three-tier hierarchy prioritizes the inputs
used in measuring fair value. These tiers include Level 1, defined as observable inputs, such as quoted market
prices in active markets; Level 2, defined as inputs other than quoted market prices in active markets that are
either directly or indirectly observable; and Level 3, defined as unobservable inputs in which little or no market
data exists, therefore, requiring the entity to develop its own assumptions. The fair value measurements of
assets or liabilities within the hierarchy are based on the lowest level of any input that is significant to the fair
value measurement.

Accounts Receivable and Credit Policy

Accounts receivable are uncollateralized patient obligations that are stated at the amount management expects
to collect from outstanding balances. These obligations are primarily from local residents, most of whom are
insured under third-party payor agreements. The Organization bills third-party payors on the patients’ behalf, or
if a patient is uninsured, the patient is billed directly. Once claims are settled with the primary payor, any
secondary payor is billed, and patients are billed for copay and deductible amounts that are the patients’
responsibility. Payments on accounts receivable are applied to the specific claim identified on the remittance
advice or statement. The Organization does not have a policy to charge interest on past due accounts.

Accounts receivable are recorded in the accompanying statements of net position net of contractual adjustments
and an allowance for doubtful accounts, which reflect management’s estimate of the amounts that will not be
collected. Management provides for contractual adjustments under terms of third-party reimbursement
agreements through a reduction of gross revenue and a credit to accounts receivable.
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Pinckneyville Community Hospital District
Notes to Financial Statements

Note 1: Summary of Significant Accounting Policies (Continued)

Accounts Receivable and Credit Policy (Continued)

In evaluating the collectability of accounts receivable, the Organization analyzes past results and identifies trends
for its major payor sources of revenue to estimate the appropriate allowance for doubtful accounts and the
provision for bad debts. Management regularly reviews data regarding these major payor sources of revenue in
evaluating the sufficiency of the allowance for doubtful accounts. Specifically, for receivables relating to services
provided to patients having third-party coverage, the Organization analyzes contractually due amounts and
provides an allowance for doubtful accounts and a provision for bad debts for expected uncollectible deductibles
and copayments on accounts for which third-party payors have not yet paid, or for payors who are known to be
having financial difficulties that make the realization of amounts due unlikely.

For receivables associated with self-pay patients (which includes both patients without insurance and patients
with deductible and copayment balances due for which third-party coverage exists for part of the bill), the
Organization records a significant provision for bad debts in the period services are provided on the basis of its
past experience, which indicates that many patients are unable or unwilling to pay the portion of their bill for
which they are financially responsible. The difference between the standard rates (or the discounted rates if
negotiated) and the amounts actually collected after all reasonable collection efforts have been exhausted is
charged off against the allowance for doubtful accounts.

Inventories
Inventories of supplies are valued at the lower of cost, determined on the first-in, first-out method or market.
Assets Limited as to Use

Assets limited as to use include assets held by trustee for debt service, donor-restricted assets, and assets set
aside by the Board of Directors (the “Board”) for future capital improvements, over which the Board retains
control and may subsequently, at its discretion, use for other purposes. Amounts available to meet current
liabilities are classified as current assets in the accompanying statements of net position.
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Pinckneyville Community Hospital District
Notes to Financial Statements

Note 1: Summary of Significant Accounting Policies (Continued)
Capital Assets and Depreciation

Capital assets are recorded at cost if purchased or, if donated, at fair value at date of donation. Maintenance and
repair costs are charged to expense as incurred. Gain or loss on disposition of capital assets is reflected in
nonoperating income (expense). Depreciation is provided over the estimated useful life of each class of
depreciable asset and is computed using the straight-line method. Estimated useful lives range from 8 to

20 years for land improvements, 10 to 20 years for buildings and improvements, 3 to 20 years for equipment, and
3 to 5 years for software.

Gifts of long-lived assets such as land, buildings, or equipment are reported as unrestricted support and are
excluded from the income from operations, unless explicit donor stipulations specify how the donated assets
must be used. Gifts of long-lived assets with explicit restrictions that specify how the assets are to be used and
gifts of cash or other assets that must be used to acquire long-lived assets are reported as restricted expendable
net position. Absent explicit donor stipulations about how long those long-lived assets must be maintained,
expirations of donor restrictions are reported when the donated or acquired long-lived assets are placed in
service.

Impairment

Capital assets are reviewed for impairment when events or changes in circumstances suggest the service utility of
the capital asset may have significantly and unexpectedly declined. Capital assets are considered impaired if both
the decline in service utility of the capital asset is large in magnitude and the event or change in circumstance is
outside the normal life cycle of the capital asset. Such events or changes in circumstances that may be indicative
of impairment include evidence of physical damage, enactment or approval of laws or regulations or other
changes in environmental factors, technological changes or evidence of obsolescence, changes in the manner or
duration of use of a capital asset, and construction stoppage. The determination of the impairment loss is
independent of the event or circumstance in which the impairment occurred. Impairment losses, if any, are
recorded in the statements of revenue, expenses, and changes in net position. During 2024 and 2023, the
Organization determined that no evaluations of recoverability were necessary.

Lease Accounting

The Organization is a lessee in multiple noncancelable leases. If the contract provides the Organization the right
to substantially all the economic benefits and the right to direct the use of the identified asset, it is considered to
be or contain a lease. Leased assets and lease liabilities are recognized at the lease commencement date based
on the present value of the future lease payments over the expected lease term. The leased asset is also
adjusted for any lease prepayments made, lease incentives received, and initial direct costs incurred.

The lease liability is initially and subsequently recognized based on the present value of its future lease payments.
Variable payments are included in the future lease payments when those variable payments depend on an index
or arate. Increases or decreases to variable lease payments due to subsequent changes in an index or rate are
recorded as variable lease expense in the future period in which they are incurred.
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Pinckneyville Community Hospital District
Notes to Financial Statements

Note 1: Summary of Significant Accounting Policies (Continued)

Lease Accounting (Continued)

The discount rate used is the implicit rate in the lease contract, if it is readily determinable, or the Organization’s
incremental borrowing rate. This rate is used to calculate the present value of future lease payments. This rate is
an alternative investment rate for other than short-term or long-term investments and is materially the same as
the rate the Organization might incur from an external lender.

For all underlying classes of assets, the Organization does not recognize leased assets and lease liabilities for
short-term leases that have a lease term of 12 months or less at lease commencement and do not include an
option to purchase the underlying asset that the Organization is reasonably certain to exercise. Leases containing
termination clauses in which either party may terminate the lease without cause and the notice period is less
than 12 months are deemed short-term leases with lease costs included in short-term lease expense. The
Organization recognizes short-term leases with lease costs included in short-term lease expense. The
Organization recognizes short-term lease cost on a straightline basis over the lease term.

Compensated Absences

Employees of the Organization are granted vacation in varying amounts based on length of service and hours
worked. Based on length of service, there are annual limits to the accrued vacation time that can be carried over
to the next calendar year. Each December, employees with accumulated vacation time in excess of the maximum
limits in the policy will be paid for those excess hours at their then current hourly base rate of pay. Assuch, a
liability has been estimated in the accompanying balance sheets for the anticipated vested amount of vacation
benefits.

Employees of the Organization earn amounts of sick pay based on hours of service. Sick leave is permitted to
accumulate with no cap; however, each December employees with accumulated sick leave in excess of 480 hours
are paid for one-half of the excess accrued hours at their then current base rate of pay. Sick leave other than the
excess payment amount described not vest; therefore, no liability has been recorded for amounts up to the 480
hours. A liability has been estimated in the accompanying balance sheets for the estimated amount over the 480
hours which is vested and earned through April 30, and anticipated to be paid out subsequently in the following
December.
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Pinckneyville Community Hospital District
Notes to Financial Statements

Note 1: Summary of Significant Accounting Policies (Continued)

Deferred Outflows/Inflows of Resources

In addition to assets, the statements of net position sometimes report a separate section of deferred outflows of
resources. This separate financial statement element, deferred outflows of resources, represents a consumption
of net position that applies to a future period(s) and will not be recognized as an outflow of resources
(expense/expenditure) until then. At this time, the Organization has no items that qualify for reporting in this
category.

In addition to liabilities, the statements of net position will sometimes report a separate section for deferred
inflows of resources. Deferred inflows of resources, a separate financial statement element, represents the
acquisition of net position that applies to a future period(s) and will not be recognized as an inflow of resources
(revenue) until that time. The Organization reports deferred inflows of resources for property taxes approved
but not collected until the subsequent fiscal year and funding received from government agencies for services to
be provided in a subsequent year. These amounts are deferred and will be recognized as an inflow of resources
in the period that the amounts become available for use.

Net Position

The Organization's net position is classified in three components:

. Net investment in capital assets consists of capital assets net of accumulated depreciation and is
reduced by the current balances of any outstanding borrowings used to finance the purchase or
construction of those assets.

. Restricted expendable net position consists of noncapital assets that must be used for a particular
purpose as specified by creditors, grantors, or contributors external to the Organization that are
expendable for debt service and specific operating activities.

. Unrestricted net position consists of remaining assets that do not meet the definitions above.

When both restricted and unrestricted resources are available for use, it is the Organization’s policy to use
externally restricted resources first.
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Pinckneyville Community Hospital District
Notes to Financial Statements

Note 1: Summary of Significant Accounting Policies (Continued)

Patient Service Revenue

The Organization recognizes patient service revenue associated with services provided to patients who have
third-party payor coverage on a basis of contractual rates for the services rendered. Certain third-party payor
reimbursement agreements are subject to audit and retrospective adjustments. Retroactive adjustments are
accrued on an estimated basis in the period the related services are rendered and adjusted in future periods as
final settlements are determined.

For uninsured patients who do not qualify for charity care, the Organization recognizes revenue on the basis of its
standard rates for services provided (or on the basis of discounted rates, if negotiated or provided by policy). On
the basis of historical experience, a significant portion of the Organization’s uninsured patients will be unable or
unwilling to pay for the services provided. Thus, the Organization records a significant provision for bad debts
related to uninsured patients in the period the services are provided.

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. The Organization maintains records to identify the amount of
charges foregone for services and supplies furnished under the charity care policy. Because the Organization
does not pursue collection of amounts determined to qualify as charity care, they are not reported as patient
service revenue in the accompanying statements of revenue, expenses, and changes in net position.

Property Tax Revenue

The Organization’s Board passes its tax levy in October. Property taxes attach an enforceable lien on the
property as of January 1 and are payable between August and October. Property taxes are collected by the Perry
County Treasurer who then distributes settlements to the Organization between August and December. For
revenue recognition purposes, taxes levied during the current year to be used to finance the operations of the
following year are not available for current operations and are therefore reported as a deferred inflow of
resources.

Operating Revenue and Expenses

The Organization’s statements of revenue, expenses, and changes in net position distinguish between operating
and nonoperating income and expenses. Operating revenue includes exchange transactions associated with
providing health care services. Operating expenses are all expenses incurred to provide health care services other
than financing costs. Nonoperating income and expenses are those transactions not considered directly linked to
providing health care services.
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Pinckneyville Community Hospital District
Notes to Financial Statements

Note 1: Summary of Significant Accounting Policies (Continued)

Grants and Contributions
Contributions are considered available for unrestricted use unless specifically restricted by the donor.

Revenue from grants and contributions (including contributions of capital assets) are recognized when all
eligibility requirements, including time requirements, are met. Grants and contributions may be restricted for
either specific operating purposes or for capital purposes. Contributions that are unrestricted or that are
restricted to a specific operating purpose are reported as nonoperating income. Amounts restricted to capital
acquisitions are reported after excess of revenue over expenses in the accompanying statements of revenue,
expenses, and changes in net position.

Tax Status

The Hospital is a governmental subdivision of the State. Accordingly, the Hospital is exempt from federal
and state income taxes.

The Auxiliary has been recognized as exempt from income taxes under Section 501(c)(3) of the Internal
Revenue Code and similar provision of state law; however, the Auxiliary is subject to federal income tax on
any unrelated business taxable income.

Unemployment Compensation

The Hospital has elected the reimbursement method to finance the cost of unemployment compensation
benefits. Unemployment compensation expense is charged to operating expense when paid or when the amount
of the claims can be estimated. The Hospital contributes to a state unemployment trust held by a third party.
Advertising Costs

Advertising costs are expensed as incurred.

Auxiliary

The Auxiliary is a private nonprofit organization that reports under the Financial Accounting Standards Board
Account Standards Codification (ASC). As such, certain revenue recognition criteria and presentation features
are different from the GASB's revenue recognition criteria and presentation features. No modifications have
been made to the Auxiliary's statements in the Hospital's financial reporting entity for these differences.
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Pinckneyville Community Hospital District
Notes to Financial Statements

Note 1: Summary of Significant Accounting Policies (Continued)

Subsequent Events

Subsequent events have been evaluated through October 09, 2024, which is the date the financial statements
were available to be issued.

New Accounting Pronouncements

In 2024, the Organization adopted GASB Statement number 96 - Subscription-Based Information Technology
Arrangements ("SBITA"). This statement improves financial reporting by establishing a definition for SBITAs and
providing uniform guidance for accounting and reporting for SBITA transactions. The statement will enhance the
relevance and reliability of the Organization's financial statements by requiring the Organization to report a
subscription asset and subscription liability for SBITAs and disclose essential information about the arrangements.
The adoption of this accounting pronouncement did not have a material impact on the accompanying financial
statements.
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Pinckneyville Community Hospital District
Notes to Financial Statements

Note 2: Reimbursement Arrangements With Third-Party Payors

The Organization has agreements with third-party payors that provide for reimbursement to the Organization at
amounts that vary from its established rates. A summary of the basis of reimbursement with major third-party
payors follows:

Hospital Services

. Medicare - The Medicare program has designated the Organization as a CAH for Medicare
reimbursement purposes. Under this designation, inpatient and outpatient hospital services
rendered to Medicare program beneficiaries are paid based on a cost-reimbursement
methodology. Professional services provided by physicians and other clinicians in the hospital
setting are reimbursed on prospectively determined fee schedules.

. Medicaid - Hospital services rendered to beneficiaries of lllinois Public Aid are paid at
prospectively determined rates based on a patient classification system. These rates are not
subject to retroactive adjustment; however, in order to receive proper reimbursement, the
Organization must file an annual cost report with the State.

. Blue Cross Blue Shield - The Organization is paid for services rendered to Blue Cross Blue Shield
beneficiaries based on a combination of fixed prices and discounted charges. Blue Cross Blue
Shield processes claims under a uniform payment plan on an interim basis subject to a monthly
reconciliation between actual payments received and the agreed-upon contractual amounts. The
monthly reconciliation process results in a recognition of a liability that will be liquidated within 90
days.

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

Clinic Services
. Medicare - Certain physician and professional services rendered to Medicare beneficiaries in the clinic
qualify for reimbursement as RHC services. Qualifying services are reimbursed based on a cost-

reimbursement methodology.

. Medicaid - RHC services rendered to lllinois Public Aid beneficiaries are paid at prospectively
determined rates that are updated annually.
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Note 2: Reimbursement Arrangements With Third-Party Payors (Continued)

Hospital Medicaid Assessment Programs

The Organization records additional Medicaid revenue from the State of lllinois Hospital Assessment Program
when received. Under the hospital assessment program, each hospital is assessed based on their adjusted gross
hospital revenue in order to provide for additional Medicaid revenues to be redistributed to hospitals in the State
of Illinois under various payment programs. Governmental hospitals, including the Organization, are exempt
from paying the assessment but are still eligible to participate in the enhanced payments.

In accordance with 305 ILCS 5/5A-12.4, enacted in 2012, the Illinois Department of Healthcare and Family
Services started making Hospital Access Improvement Payments in state Fiscal Year 2014 after federal approval
was achieved. The program is commonly referred to as the Enhanced Hospital Assessment and was effective for
the period June 10, 2012 through June 30, 2018.

In accordance with Public Act 98-651 (SB 741), enacted on June 16, 2014, the State of lllinois authorized the
creation of the Managed Care Organization Hospital Access Program, commonly known as MCO-HAP. Under this
program, a portion of the funds that are currently paid to hospitals under the Hospital Assessment Program will
be paid to Medicaid managed care organizations (MCOs) as increased capitation rates. The MCOs may then only
use the increased capitation rates to make payments to hospitals in a manner that replicates the payment of the
hospital access payments under the Hospital Assessment Program.

In accordance with 305 ILCS 5/5A-12.5, enacted in 2014, the Illinois Department of Healthcare and Family
Services (HFS) requested new supplemental payments to hospitals for services provided to newly eligible
Medicaid beneficiaries under the Affordable Care Act. In January 2015 HFS was granted approval by the Centers
for Medicare and Medicaid Services (CMS). The program is commonly referred to as the ACA Expansion
Payments and was in effect in its current design through June 30, 2018.

In accordance with Public Act 99-516 (HB4678), enacted in 2016, the State of Illinois authorized the extension
of the Affordable Care Act Expansion Payments for adults enrolled in Managed Care Organizations. Under

305 ILCS 5/5A- 12.5, the supplemental payments were for newly eligible Medicaid beneficiaries under the
Affordable Care Act. With the shift to managed care, the ACA Access Payments are now extended to Affordable
Care At adults in Managed Care Organizations. This program was in effect in its current design through

June 30, 2018.

The assessment and supplemental payment programs were extended under a redesigned program which was
approved and extended through June 30, 2025.

Accounting for Contractual Arrangements

The Organization is reimbursed for cost reimbursable items at an interim rate, and final settlements are
determined after audit of the Organization’s related annual cost reports by the respective Medicare and Medicaid
fiscal intermediaries. Estimated provisions to approximate the full expected settlements after review by the fiscal
intermediaries are included in the accompanying financial statements. The Organization’s cost reports have been
audited by the Medicare fiscal intermediary through April 30, 2020.

29



Pinckneyville Community Hospital District
Notes to Financial Statements

Note 2: Reimbursement Arrangements With Third-Party Payors (Continued)

Compliance

The healthcare industry is subject to numerous laws and regulations of federal, state, and local governments.
Compliance with these laws and regulations, particularly those relating to the Medicare and Medicaid programs,
can be subject to government review and interpretation, as well as regulatory actions unknown and unasserted
at this time. Recently, federal government activity has increased with respect to investigations and allegations
concerning possible violations of regulations by healthcare providers, which could result in the imposition of
significant fines and penalties, as well as significant repayments of previously billed and collected revenue from
patients’ services.

CMS uses recovery audit contractors (RACs) as part of its efforts to ensure accurate payments under the
Medicare program. RACs search for potentially inaccurate Medicare payments that may have been made to
healthcare providers and not detected through existing CMS program integrity efforts. Once a RAC identifies a
claim it believes is inaccurate, CMS makes a deduction from or addition to the provider’s Medicare
reimbursement in an amount estimated to equal the overpayment or underpayment. The Organization may
either accept or appeal the RAC findings. As of April 30, 2024, the Organization had not been notified by the RAC
of any potential significant reimbursement adjustments.
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Note 3: Investments and Assets Limited as to Use
Authorized Investments

State statutes authorize the Hospital to make deposits and investments in interest-bearing depository accounts in
federally insured and/or state-chartered banks, savings and loan associations, or other financial institutions, as
designated by ordinances and invest available funds in direct obligations of, or obligations guaranteed by, the
U.S. Department of the Treasury or agencies of the United States, money market mutual funds whose portfolios
consist of government securities, the lllinois Public Treasury’s Investment Pool, and lllinois Funds Investment Pool
(the “Pool”). The Hospital’s investments consist entirely of certificates of deposit, money market mutual funds,
and the Pool.

Deposits

Custodial Credit Risk - The risk that, in the event of a bank failure, the Hospital’s deposits may not be returned to
it. The Hospital’s deposit policy for custodial credit risk is to obtain a pledge of collateral for deposits in excess of
FDIC-insured coverage.

Investments
. Interest Rate Risk - The risk that changes in market interest rates will adversely affect the fair value of
an investment. The Hospital’s deposit and investment policy does not specifically address interest rate
risk.
. Credit Risk - The risk that an issuer of an investment will not fulfill its obligation to the holder of the

investment. This is measured by assignment of a rating by a nationally recognized statistical rating
organization. The Hospital has no investment policy limiting its investment choices by credit rating.

. Concentration of Credit Risk - The risk related to the exposure the Hospital has to investments in one
issuer. The Hospital places no limit on the amount that may be invested in any one issuer.

° Custodial Credit Risk - For an investment, the risk that, in the event of the failure of the counterparty
(e.g., broker-dealer) to the transaction, the Hospital will not be able to recover the value of its
investment or collateral securities that are in the possession of another party. The Hospital’s
investment policy does not limit the exposure to custodial credit risk for investments. All investments
are held by the Hospital’s agent in the Hospital’s name and are, therefore, not exposed to custodial
risk.
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Note 3: Investments and Assets Limited as to Use (Continued)

Investments (Continued)

The Organization’s bank deposit balances of $29,121,075 and $27,689,202 at April 30, 2024 and 2023,
respectively, were exposed to custodial credit risk as follows:

2024 2023
Uninsured with collateral held by pledging financial institutions'
trust department or agent in other than the Hospital's name S 26,642,170 $§ 25,973,165
Insured and held by financial institutions 545,660 538,889
Cash on hand at hospital 1,405 1,405
Invested in state of lllinois investment pool (see below) 1,671,435 945,628
Total deposits and investments at risk covered by collateral agreements S 28,860,670 $ 27,459,087

The Hospital maintains a substantial portion of its deposits in two financial institutions. The Hospital has not
experienced any losses in such amounts and believes it is not exposed to any significant credit risk on its deposits.
The Auxiliary has separate federal deposit insurance corporation protections from the Hospital, and all Auxiliary
funds in depository accounts are included in the insured deposit toals above.

Total deposits and investments included in the statements of net position at April 30 are as follows:

2024 2023
Cash and cash equivalents S 16,877,108 $ 18,203,393
Investments - Certificates of deposit (with maturities of one year or less) 8,291,312 6,062,758
Assets limited as to use 3,692,250 3,192,936
Total deposits and investments S 28,860,670 S 27,459,087
Assets Limited as to Use
Assets limited as to use consisted of the following at April 30:
2024 2023
Held by trustee for debt service S 3,652,057 $ 3,152,203
Board or donor restricted for specific activities 40,193 40,733
Total assets limited as to use 3,692,250 3,192,936
Less - Current portion 1,411,619 851,817
Assets limited as to use, less current portion S 2,280,631 $ 2,341,119
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Note 3: Investments and Assets Limited as to Use (Continued)

Other Information

The Pool is not registered with the U.S. Securities and Exchange Commission. The Pool is administered by the
[llinois State Treasurer, and oversight is provided by the lllinois Auditor General’s Office. The fair value of the
positions in the Pool is the same value of the Pool shares. The Hospital held approximately $1,671,000 and
$946,000 in this fund at April 30, 2024 and 2023, respectively. The Pool has a Standard & Poor’s credit rating of
AAA and a weighted average maturity of 99 days.

There are no restrictions on any of the Auxiliary's depository or investment accounts other than to comply with
specified donor restrictions, when applicable.

Note 4: Fair Value Measurements
The following describes the valuation methodology for assets measured at fair value on a recurring basis:

. Money market funds: Measured using $1 as net asset value.
The previously described method may produce a fair value calculation that may not be indicative of net realizable
value or reflective of future fair value. In addition, the Organization believes its valuation methodology or
assumptions to determine the fair value of certain financial instruments could result in a different fair value

measurement at the reporting date.

The following table sets forth by level, within the fair value hierarchy, the Organization's assets measured at
fair value on a recurring basis as of April 30:

Fair Value Measurements Using Total Assets
2024 Level 1 Level 2 Level 3 at Fair Value
Money market funds S - $15,409,378 S - $15,409,378
Reconciliation to statement of net position:
Assets limited as to use S 3,692,250
Add - Money market funds in cash and cash
equivalents 11,717,128
Total $15,409,378
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Note 4: Fair Value Measurements (Continued)

Fair Value Measurements Using

Total Assets

2023 Level 1 Level 2 Level 3 at Fair Value
Money market funds S - §12,072,711 § - $12,072,711
Reconciliation to statement of net position:
Assets limited as to use S 3,192,936
Add - Money market funds in cash and cash
equivalents 8,879,775
Total $12,072,711
Note 5: Accounts Receivable
Accounts receivable consisted of the following at April 30:
2024 2023
Medicare S 4,731,119 S 1,289,756
Medicaid 1,097,026 517,142
Other third-party payors 1,399,204 2,041,289
Self-pay 496,274 848,372
Totals 7,723,623 4,696,559
Less - Allowance for doubtful accounts 1,420,237 764,821
Accounts receivable - Net S 6,303,386 S 3,931,738
Changes in the allowance for doubtful accounts for the years ended April 30 were as follows:
2024 2023
Balance at beginning S 764,821 S 864,768
Provision (credit) and charity care charged to deductions from revenue - Net 1,759,943 1,610,642
Account balances charged off (1,104,527) (1,710,589)
Balance at end S 1,420,237 $ 764,821
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Note 6: Capital Assets

Capital assets consisted of the following as of April 30:

Balance at Balance at
April 30, 2023 Additions Deletions Transfers April 30, 2024
Nondepreciable capital assets:
Land S 422,113 S - S - S - S 422,113
Construction in progress 642,165 818,632 - - 1,460,797
Total nondepreciable capital
assets 1,064,278 818,632 - - 1,882,910
Depreciable capital assets:
Land improvements 3,685,261 - - - 3,685,261
Buildings and improvements 45,346,503 616,035 - - 45,962,538
Equipment 7,876,332 1,689,868 2,041,786 - 7,524,414
Assets under lease obligations 536,702 - 9 - 536,693
Total depreciable capital
assets 57,444,798 2,305,903 2,041,795 - 57,708,906
Less - Accumulated depreciation:
Land improvements 1,451,930 215,929 - - 1,667,859
Buildings and improvements 12,911,257 2,437,752 - - 15,349,009
Equipment 5,918,142 679,897 2,032,928 - 4,565,111
Assets under lease obligations 145,818 115,576 9 - 261,385
Total accumulated
depreciation 20,427,147 3,449,154 2,032,937 - 21,843,364
Depreciable capital assets - Net 37,017,651 (1,143,251) 8,858 - 35,865,542
Capital assets - Net S 38,081,929 S (324,619) $ 8,858 § - S 37,748,452

Construction in progress at April 30, 2024, primarily relates to renovation of office and support services
departments within the hospital facility as well as other minor patient care area renovation and equipment
installations. The total estimated cost to complete these projects at April 30, 2024, is approximately $400,000.
These projects are anticipated to be completed and placed into service in 2025 and are being funded from
operating cash reserves of the Organization.
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Note 6: Capital Assets (Continued)

Balance at Balance at
April 30, 2022 Additions Deletions Transfers April 30, 2023
Nondepreciable capital assets:
Land S 422,113 S - S - S - S 422,113
Construction in progress 10,642,706 1,052,259 - (11,052,800) 642,165
Total nondepreciable capital
assets 11,064,819 1,052,259 - (11,052,800) 1,064,278
Depreciable capital assets:
Land improvements 3,380,441 304,820 - - 3,685,261
Buildings and improvements 34,790,710 - - 10,555,793 45,346,503
Equipment 7,490,673 405,894 517,242 497,007 7,876,332
Assets under lease obligations 459,180 77,522 - - 536,702
Total depreciable capital
assets 46,121,004 788,236 517,242 11,052,800 57,444,798
Less - Accumulated depreciation:
Land improvements 1,241,275 210,655 - - 1,451,930
Buildings and improvements 10,609,574 2,301,683 - - 12,911,257
Equipment 5,721,658 713,726 517,242 - 5,918,142
Assets under lease obligations 54,400 91,418 - - 145,818
Total accumulated
depreciation 17,626,907 3,317,482 517,242 - 20,427,147
Depreciable capital assets - Net 28,494,097 (2,529,246) - 11,052,800 37,017,651
Capital assets - Net S 39,558,916 S (1,476,987) S - S - S 38,081,929
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Note 7: Long-Term Debt

Long-term debt consisted of the following at April 30:

Amounts
Balance at Balance at Due Within
April 30, 2023 Additions Payments  April 30, 2024 One Year
Direct placements:
USDA Direct Loan Series A S 8,750,000 $ -S 150,000 S 8,600,000 $ 150,000
USDA Direct Loan Series B 7,825,000 - 125,000 7,700,000 125,000
USDA 2017 Revenue Bonds 1,515,000 - 30,000 1,485,000 30,000
USDA 2019 Revenue Bonds 2,310,000 - 45,000 2,265,000 45,000
USDA 2021 Revenue Bonds 9,990,000 - - 9,990,000 210,000
Total direct placements 30,390,000 - 350,000 30,040,000 560,000
Direct borrowing:
USDA Rural Economic
Development Note 758,333 - 100,000 658,333 100,000
Total debt S 31,148,333 S - S 450,000 $ 30,698,333 S 660,000
Amounts
Balance at Balance at Due Within
April 30,2022  Additions Payments  April 30,2023 One Year
Direct placements:
USDA Direct Loan Series A S 8,900,000 $ - S 150,000 $ 8,750,000 S 150,000
USDA Direct Loan Series B 7,950,000 - 125,000 7,825,000 125,000
USDA 2017 Revenue Bonds 1,545,000 - 30,000 1,515,000 30,000
USDA 2019 Revenue Bonds 2,355,000 - 45,000 2,310,000 45,000
USDA 2021 Revenue Bonds 7,225,000 2,765,000 - 9,990,000 -
Total direct placements 858,333 2,765,000 100,000 30,390,000 350,000
Direct borrowing:
USDA Rural Economic
Development Note 858,333 - 100,000 758,333 100,000
Total direct borrowing 858,333 - 100,000 758,333 100,000
Total debt S 1,716,666 S 2,765,000 S 200,000 $ 31,148,333 S 450,000
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Direct placements:

USDA Revenue Bonds

The Series 2017 long-term fixed rate revenue bonds were issued by the USDA and carry an interest rate of
2.375%. The bonds mature over 35 years, with interest-only payments for the first 24 months. Principal
payments began on these bonds in 2021.

The Series 2019 long-term fixed rate revenue bonds were issued by the USDA and carry an interest rate of 3.50%.
The bonds mature over 35 years, with interest-only payments for the first 24 months. Principal payments began
on these bonds in 2022.

The Series 2021 long-term fixed rate revenue bonds were issued by the USDA and carry an interest rate of
2.125%. The Organization received its first proceeds from the bonds in 2022, and the bonds mature over 35
years, with interest-only payments for the first 24 months. Principal payments are scheduled to begin on these
bonds in 2025.

USDA Direct Loans

The Series 2015 A and B direct loans were issued by the USDA during 2016, and carry an interest rate of 3.25%.
The bonds mature over 40 years, with interest-only payments for the first 24 months. Principal payments on the
direct loans started in 2020.

Direct borrowing:

USDA Rural Economic Development (RED) Note

The USDA RED note was issued as a non-interest-bearing note in November 2020 by the USDA to the
Organization through a local energy cooperative. The note requires monthly payments which began in December
2020 of $8,333 to be paid over 10 years. Loan is collateralized by letter of credit from First National bank which
also requires a CD to secure the line of credit.
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Note 7: Long-Term Debt (Continued)
Scheduled payments of principal and interest on long-term debt as of April 30, 2024, are summarized as follows:

Long-Term Debt

Principal Interest Total
2025 S 660,000 $ 630,663 S 1,290,663
2026 695,000 829,747 1,524,747
2027 695,000 813,395 1,508,395
2028 760,000 796,579 1,556,579
2029 760,000 778,403 1,538,403
2030 through 2034 3,703,333 3,609,422 7,312,755
2035 through 2039 4,080,000 3,087,941 7,167,941
2040 through 2044 4,745,000 2,480,944 7,225,944
2045 through 2049 5,455,000 1,771,353 7,226,353
2050 through 2054 6,265,000 950,025 7,215,025
2055 through 2059 2,880,000 151,163 3,031,163
Totals S 30,698,333 § 15,899,635 S 46,597,968

Note 8: Leases
Lease obligations consisted of the following at April 30:

Amounts due

Balance at Balance at Within One
April 30, 2023 Additions Reductions April 30,2024 Year
Glucose Monitoring Lease 1§ 13,686 S -S 8,097 S 5,589 § 5,589
Glucose Monitoring Lease 2 13,020 - 8,120 4,900 4,900
Phone System Lease 277,910 - 68,963 208,947 73,606
Copy Machine Lease 9,640 - 3,756 5,884 3,889
Postage Machine Lease 73,211 - 24,957 48,254 25,909
Total S 387,467 S - S 113,893 S 273,574 S 113,893
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Amounts due

Balance at Balance at Within One
April 30, 2022 Additions Reductions April 30, 2023 Year
Glucose Monitoring Lease 1 $ 21,523 §$ - S 7,837 § 13,686 S 8,116
Glucose Monitoring Lease 2 20,880 - 7,860 13,020 8,139
Phone System Lease 344,568 - 66,658 277,910 68,925
Copy Machine Lease 13,267 - 3,627 9,640 3,756
Postage Machine Lease - 77,522 4,311 73,211 24,957
Total S 400,238 $ 77,522 S 90,293 S 387,467 S 113,893

The terms and expiration dates of the Organization's lease obligations are as follow:

The Glucose Monitoring Lease 1 - Lease obligation maturing in December 2024, payable in monthly installments
of $705 including interest with a rate of 3.5%, collateralized by glucose monitoring equipment.

Glucose Monitoring Lease 2 - Lease obligation maturing in November 2024, payable in monthly installments of
$705 including interest with a rate of 3.5%, collateralized by glucose monitoring equipment.

Phone System Lease — Lease obligation maturing in February 2027, payable in monthly installments of $6,466
including interest with a rate of 3.5%, collateralized by leased phone equipment.

Copy Machine Lease — Lease obligation maturing in February 2026, payable in monthly installments of $2,273
including interest with a rate of 3.5%. collateralized by leased copier equipment.

Postage Machine Lease — Lease obligation maturing in October 2025, payable in monthly installments of $1,011
including interest with a rate of 3.5%, collateralized by leased postage equipment.

Capital assets, and their related accumulated amortization, which are being utilized during the lease terms
described above are included capital assets within the accompanying statements of net position as well as within
Note 6 as assets under lease obligations.

Scheduled future minimum lease payments on lease obligations as of April 30, 2024, are summarized as follows:

Year ending April 30: Principal Interest Total

2025 S 113,893 S 7,476 S 121,369
2026 98,297 3,746 102,043
2027 61,384 840 64,451
Total S 273,574 S 12,062 S 285,636
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Note 9: Line of Credit

The Hospital entered into a secured revolving line of credit agreement dated November 9, 2020, with a maximum
principal amount of up to $1,000,000 and a processing fee of 1% of the outstanding loan balance upon each
annual renewal of the line of credit. There was $0 in outstanding borrowings on the line of credit as of April 30,
2024 and 2023.

Note 10: Self-Funded Insurance

The Organization has a self-funded healthcare plan that provides medical benefits to its employees and their
dependents. Healthcare expense is based on actual claims paid, reinsurance premiums, administrative fees, and
unpaid claims at year-end. The Organization buys reinsurance to cover catastrophic individual claims.

Accrued employee health claims are included with other current liabilities in the accompanying statements of net
position. Activity in the Organization’s accrued employee health claims for the years ended April 30 is
summarized as follows:

2024 2023
Balance at beginning S 394,500 $ 242,000
Current-year claims incurred and changes in estimates for current claims 3,229,423 3,798,516
Claims and expenses paid (3,284,423) (3,646,016)
Balance at end S 339,500 $ 394,500

Note 11: Compensated Absences

Accrued vacation liability is included with accrued payroll and related expenses in the accompanying statements
of net position. Activity in the Organization’s accrued vacation liability for the years ended April 30 is summarized
as follows:

2024 2023
Balance at beginning S 941,556 $ 879,902
Earned 937,065 856,292
Used or cashed out (978,330) (794,638)
Balance at end S 900,291 $ 941,556
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Note 12: Patient Service Revenue (Net of Contractual Allowances and Discounts)

Net patient service revenue for the years ended April 30 consisted of the following:

2024 2023
Gross patient service revenue:
Inpatient services S 4,825,892 $ 5,779,200
Outpatient services 69,316,249 62,010,966
Total gross patient service revenue 74,142,141 67,790,166
Revenue deductions:
Contractual adjustments 30,583,547 27,321,461
Charity care 103,521 2,362,048
Provision (credit) for bad debts 1,759,943 (751,406)
Total revenue deductions 32,447,011 28,932,103

Net patient service revenue S 41,695,130 $ 38,858,063

The percentage of gross patient service revenue applicable to Medicare and Medicaid patients was approximately
72% and 69% for the years ended April 30, 2024 and 2023, respectively.

Note 13: Retirement Plan

The Organization sponsors the Pinckneyville Community Hospital Employee Pension Plan (the “Plan”), a defined
contribution retirement plan, covering substantially all of its employees. The Plan is administered by the
Organization and provides retirement and death benefits to Plan members and their beneficiaries. Benefit
provisions are contained in the Plan document and were established and can be amended by action of the
Organization’s governing board. Contribution rates for the Organization range from 4% to 6% of eligible
compensation. The required employee contributions to the Plan are 2.0% of compensation with an option of
additional voluntary contributions up to the annual Internal Revenue Service limit. Retirement plan expense was
$539,344 and $463,149 for the years ended April 30, 2024 and 2023, respectively. Employees are 100.0% vested
in contributions from the Organization upon completion of two years of service. Prior to the completion of two
years of service, a participant will be 0.0% vested in contributions from the Organization.
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Note 14: Risk Management

The Hospital purchases general and professional liability insurance from the lllinois Provider Trust (IPT). IPT is a
pooled self-insurance trust program organized under State statutes for the purpose of providing general and
professional liability insurance to member hospitals on a claims-made basis. Until January 1, 2005, IPT was on the
occurrence basis. Subsequent to January 1, 2005, IPT is on a claims-made basis. Premium rates have been
established based on the loss experiences of the insured hospitals and include a provision for a retrospective
premium adjustment based on incurred losses. Management has determined incurred losses to be
approximately $45,000 for the years ended April 30, 2024 and 2023, and is included in other current liabilities.

The Hospital also purchases claims-made medical malpractice insurance coverage for all employed physicians.
These policies cover losses up to $1,000,000 per claim with $3,000,000 annual aggregate from claims reported
during a policy year (“claims made coverage”).

Under a claims-made policy, the risk for claims and incidents not asserted within the policy period remains with
the Hospital. Although the possibility exists of claims arising from services provided to patients through April 30,
2024, which have not yet been asserted, the Hospital has not been given notice of any such possible claims;
accordingly, no provision has been made for them.

Note 15: Auxiliary Activity

As discussed in Note 1, the Auxiliary is a component unit of the Hospital, and its financial information has
been blended with Hospital data in the accompanying financial statements. A summary of the Auxiliary's net
position and activity is as follows:

2024 2023
Cash S 45,660 38,889
Inventory 29,391 28,560
Total assets S 75,051 § 67,449
Net position S 75,051 § 67,449
Noncapital gifts, grants, and other - Net S 7,602 S 13,313
Increase (decrease) in net position S 7,602 S 13,313
Net position at beginning included in the Hospital's financial statement 67,449 54,136
Net position at end included in the Hospital's financial statements S 75,051 § 67,449

Note 16: Reclassification

Certain reclassifications have been made to the 2023 financial statements to conform to the 2024 classifications.
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Pinckneyville Community Hospital District

Insurance in Force - Unaudited

April 30, 2024

Company

Expiration Date

Coverage

Amount

Illinois Provider Trust

State Farm

Chubb through Association
Management Resources

Chubb through Association
Management Resources

First National Insurance Services
First National Insurance Services
First National Insurance Services

ISMIE and Association Management
Resources

Association Management Resources
Illinois Compensation Trust
Healthlink

See Independent Auditor's Report.

December 31, 2024

Semiannually

April 30, 2024

April 30, 2024

October 31, 2024
October 31, 2024
October 31, 2024

Quarterly

December 31, 2024
December 31, 2024

December 31, 2024

General liability

Automobile liability

Fidelity (employee dishonesty)

Director and officers
Fiduciary

Property
Vacant Property
Business interruption

Physician malpractice

Information security and privacy

Workers’ compensation

Employee health

$7,000,000 per claim/occurrence

$1,000,000 bodily injury and property damage
$5,000 medical payments; $1,000,000 uninsured
$1,000,000 underinsured

Theft $150,000; forgery $150,000; credit card
fraud $150,000

Crime $1,000,000

$2,000,000
$1,000,000

$70,823,288
$500,000
$33,805,587

$1,000,000/$3,000,000

$1,000,000
Statutory and $1,000,000

$2,000,000
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Pinckneyville Community Hospital District

Schedule of Expenditures of Federal Awards
Year Ended April 30, 2024

Federal
Contract Entity Passed Assistance Grantor’s Federal
Federal Grantor/Program Title Number Through Listing Number Time Period Expenditures
U.S. Department of Agriculture:

Community Facilities Loans and Grants - USDA Direct Loan N/A Direct 10.766 5/1/23-4/30/24 $ 9,990,000
Community Facilities Loans and Grants - USDA Direct Loan N/A Direct 10.766 5/1/23-4/30/24 8,750,000
Community Facilities Loans and Grants - USDA Direct Loan N/A Direct 10.766 5/1/23-4/30/24 7,825,000
Community Facilities Loans and Grants - USDA Direct Loan N/A Direct 10.766 5/1/23-4/30/24 2,310,000
Community Facilities Loans and Grants - USDA Direct Loan N/A Direct 10.766 5/1/23-4/30/24 1,515,000
Community Facilities Loans and Grants - USDA Direct Loan N/A Direct 10.766 5/1/23-4/30/24 758,333
Community Facilities Loans and Grants - USDA Guaranteed N/A Direct 10.766 10/12/21-9/30/2023 1,000,000

Total U.S. Department of Agriculture 32,148,333

U.S. Department of Health and Human Services:
Rural Health Care Services Outreach, Rural Health Network
. N Delta Regional

Development and Small Health Care Provider Quality Improvement N/A hori

Program Authority 93.912 2/15/23-3/14/24 $ 88,359

Rural Health Care Services Outreach, Rural Health Network L

Development and Small Health Care Provider Quality Improvement 4033A I”':O's lCrl|t|[\c]a| Acciss 9/1/2023-8/31/2024

Program ospital Networl 93.912 7,500

Rural Health Care Services Outreach, Rural Health Network o

Development and Small Health Care Provider Quality Improvement lllinois lCrltlcaI Access 9/1/2023-8/31/2024

Program 4044A Hospital Network 93.912 7,500

Rural Health Care Services Outreach, Rural Health Network
lllinois Critical Access

Development and Small Health Care Provider Quality Improvement 4023A 93.912 9/1/2023-8/31/2024 5,000
Hospital Network

Program
lllinois Critical Access
Small Hospital Improvement Grant Program 3975A Hospital Network 93.301 5/1/23-4/30/24 12,028
lllinois Critical Access
Small Hospital Improvement Grant Program N/A Hospital Network 93.301 6/1/23-5/31/24 6,000
The Board of Trustees
5 U77HP26847-11-00
1921 of the University of 93.107 9/1/2022-8/31/2024 99,876
Area Health Education Centers Grant inois
Total U.S. Department of Health and Human Services 226,263
Total expenditures of federal awards S 32,374,596

See Independent Auditor's Report.
See accompanying notes to Schedule of Expenditures of Federal Awards.



Pinckneyville Community Hospital District

Notes to Schedule of Expenditures of Federal Awards
Year Ended April 30, 2024

Note 1: Basis of Presentation

The accompanying schedule of expenditures of federal awards (“Schedule”) includes the federal award activity of
Pinckneyville Community Hospital District (the “Hospital”). The information in this Schedule is presented in
accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (the “Uniform Guidance”). Because
the schedule presents only a selected portion of the operations of the Hospital, it is not intended to and does not
present the financial position, changes in net assets, or cash flows of the Hospital.

Note 2: Summary of Significant Accounting Policies

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures are
recognized following the cost principles contained in the Uniform Guidance, wherein certain types of
expenditures are not allowable or are limited as reimbursement. Provider Relief Funding (PRF) is not subject to
cost principles requirements contained in the Uniform Guidance. Expenditures reported on the Schedule for PRF
are based on the PRF period of availability, terms, and conditions of the PRF program.

Note 3: Indirect Cost

The Hospital has not elected to use the 10-percent de minimis indirect cost rate allowed under the Uniform
Guidance.

Note 4: Subrecipients

The Hospital does not have any sub-recipients of federal awards.

Note 5: Interest Earned on Provider Relief Funds

PRF reported in the Schedule included $361 of interest earned on PRF proceeds which were used for
allowable purposes.

Note 5: Balance of Outstanding Loans

The Hospital has direct loans from the U.S. Department of Agriculture under the community facility loans and
grants program. Amounts reported in the schedule of expenditures of federal and state awards are the balances
at the beginning of the year. Outstanding balance at April 30, 2024 were as follows:

Program Title Federal CFDA Number Amount Outstanding
Community Facilities Loans and Grants 10.766 $9,990,000
Community Facilities Loans and Grants 10.766 $8,600,000
Community Facilities Loans and Grants 10.766 $7,700,000
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Pinckneyville Community Hospital District

Notes to Schedule of Expenditures of Federal Awards
Year Ended April 30, 2024

Community Facilities Loans and Grants 10.766 $2,265,000
Community Facilities Loans and Grants 10.766 $1,485,000
Community Facilities Loans and Grants 10.766 $658,333
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WIPFLI

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

Board of Trustees
Pinckneyville Community Hospital District
Pinckneyville, Illinois

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 Pinckneyville Community Hospital District,
as of and for the year ended April 30, 2024, and the related notes to the financial statements, which collectively
comprise the Pinckneyville Community Hospital District's basic financial statements, and have issued our report
thereon dated October 9, 2024.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Pinckneyville Community
Hospital District's internal control over financial reporting (internal control) as a basis for designing 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 Pinckneyville
Community Hospital District's internal control. Accordingly, we do not express an opinion on the effectiveness of
the Pinckneyville Community Hospital District'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 a combination of deficiencies in internal
control, such that there is reasonable possibility that a material misstatement of the Pinckneyville Community
Hospital District’s financial statements will not be prevented or detected and corrected on a timely basis. A
significant deficiency is a deficiency, or 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. 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 or significant deficiencies
may exist that have not been identified.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Pinckneyville Community Hospital District's
financial statements are free from 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 financial statements. 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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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 results of that testing, and not to provide an opinion on the effectiveness of the Pinckneyville Community
Hospital District'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 Pinckneyville Community Hospital District's
internal control and compliance. Accordingly, this communication is not suitable for any other purpose.

Wg%u LLP

Wipfli LLP
Eau Claire, Wisconsin
October 9, 2024

51



WIPFLI

Independent Auditor's Report on Compliance for Each Major Federal Program and on
Internal Control Over Compliance Required by the Uniform Guidance

Board of Trustees
Pinckneyville Community Hospital District
Pinckneyville, Illinois

Report on Compliance for Each Major Federal Program
Opinion on Each Major Federal Program

We have audited Pinckneyville Community Hospital District's compliance with the types of compliance
requirements identified as subject to audit in the OMB Compliance Supplement that could have a direct and
material effect on each of its major federal programs for the year ended April 30, 2024. Pinckneyville
Community Hospital District's major federal programs are identified in the summary of auditor's results section of
the accompanying schedule of findings and questioned costs.

In our opinion, Pinckneyville Community Hospital District complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on each major federal
program for the year ended April 30, 2024.

Basis for Opinion on Each Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America (GAAS); the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States (Government Auditing Standards); and the
audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Our responsibilities under those
standards and the Uniform Guidance are further described in the Auditor's Responsibilities for the Audit of
Compliance section of our report.

We are required to be independent of Pinckneyville Community Hospital District and to meet our other ethical
responsibilities, in accordance with relevant ethical requirements relating to our audit. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion on compliance for each
major federal program. Our audit does not provide a legal determination of Pinckneyville Community Hospital
District's compliance with the compliance requirements referred to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements of laws,
statutes, regulations, rules and provisions of contracts or grant agreements applicable to Pinckneyville
Community Hospital District’s federal programs.
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Auditor's Responsibility for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the compliance
requirements referred to above occurred, whether due to fraud or error, and express an opinion on Pinckneyville
Community Hospital District’s compliance based on our audit. Reasonable assurance is a high level of assurance
but is not absolute assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS,
Government Auditing Standards, and the Uniform Guidance will always detect material noncompliance when it
exists. The risk of not detecting material noncompliance resulting from fraud is higher than for that resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control. Noncompliance with the compliance requirements referred to above is considered material, if
there is a substantial likelihood that, individually or in the aggregate, it would influence the judgment made by a
reasonable user of the report on compliance about Pinckneyville Community Hospital District’s compliance with
the requirements of each major federal program as a whole.

In performing an audit in accordance with GAAS, Government Auditing Standards, and the Uniform Guidance, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e |dentify and assess the risks of material noncompliance, whether due to fraud or error, and design and
perform audit procedures responsive to those risks. Such procedures include examining, on a test basis,
evidence regarding Pinckneyville Community Hospital District’s compliance with the compliance
requirements referred to above and performing such other procedures as we considered necessary in the
circumstances.

e Obtain an understanding of Pinckneyville Community Hospital District’s internal control over compliance
relevant to the audit in order to design audit procedures that are appropriate in the circumstances and to
test and report on internal control over compliance in accordance with the Uniform Guidance, but not for
the purpose of expressing an opinion on the effectiveness of Pinckneyville Community Hospital District’s
internal control over compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and any significant deficiencies and material weaknesses in internal control
over compliance that we identified during the audit.

Government Auditing Standards requires the auditor to perform limited procedures on Pinckneyville Community
Hospital District's response to the noncompliance finding identified in our audit described in the accompanying
schedule of findings and questioned costs. Pinckneyville Community Hospital District's response was not
subjected to the other auditing procedures applied in the audit of compliance and, accordingly, we express no
opinion on the response.

Report on Internal Control Over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control over compliance
does not allow management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal program on a
timely basis. A material weakness in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance, such that there is a reasonable possibility that material
noncompliance with a type of compliance requirement of a federal program will not be prevented, or detected
and corrected, on a timely basis. A significant deficiency in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance with a type of compliance requirement of

a federal program that is less severe than a material weakness in internal control over compliance, yet
important enough to merit attention by those charged with governance.
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Our consideration of internal control over compliance was for the limited purpose described in the Auditor's
Responsibilities for the Audit of Compliance section above and was not designed to identify all deficiencies in
internal control over compliance that might be material weaknesses or significant deficiencies in internal control
over compliance. Given these limitations, during our audit we did not identify any deficiencies in internal control
over compliance that we consider to be material weaknesses, as defined above. However, material weaknesses
or significant deficiencies in internal control over compliance may exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal control over-
compliance. Accordingly, no such opinion is expressed.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of
internal control over compliance and the results of that testing based on the requirements of the Uniform
Guidance. Accordingly, this report is not suitable for any other purpose.

Wiggts LLP
Wipfli LLP

Eau Claire, Wisconsin
October 9, 2024
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Pinckneyville Community Hospital District
Schedule of Findings and Questioned Costs

Year Ended April 30, 2024

Section | - Summary of Auditor's Results

Financial Statements

Type of auditor's report issued:

Internal control over financial reporting:
Material weakness identified?
Significant deficiency(ies) identified ?

Noncompliance material to the financial statements?

Federal Awards
Internal control over compliance:
Material weakness identified?

Significant deficiency(ies) identified ?

Type of auditor's report issued on compliance for major programs:

Any audit findings disclosed that are required to be reported in
accordance with Uniform Guidance [2 CFR 200.516(a)]?

Identification of major federal programs:

Federal Assistance Listing Number

Unmodified
yes X no
yes X none reported
yes X no
yes X no
yes X none reported
Unmodified
yes X no

Name of Federal Program or Cluster

10.766

Dollar threshold used to distinguish between Type A and Type B
programs

Auditee qualified as a low-risk auditee?

Section Il - Financial Statement Findings

None
Section lll - Federal Award Findings and Questioned Costs

None

Community Facilities Loans and Grants

$750,000

yes X no
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