
REPORT TO THE FINANCE COMMITTEE OF THE  

GOVERNING BOARD
September 30, 2021



STOUGHTON HEALTH

Independent Auditor’s Report
• Unmodified opinion anticipated to be issued

• The financial statements present fairly, in all material respects, the financial 
position of Stoughton Health as of September 30, 2021 and 2020, and the results 
of its operations, changes in net assets, and cash flows in conformity with 
accounting principles generally accepted in the United States of America.

Government Auditing Standards
• Compliance with laws and regulations

Single Audit Requirement
• Compliance over expenditures of federal funds

Change in Accounting Policy
• Accounting Standard Update 2014-09, Revenue from Contracts with 

Customers
• Provision for bad debts no longer separately presented. Reduction in net patient 

service revenue.
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SIGNIFICANT ESTIMATES AND DISCLOSURES

Collectability of Patient Receivables

Estimated Third-Party Payor Settlements
• 2021 – estimated liability of $1,450,000

• Medicare cost reports finalized through 2018
• Reserves removed 3 years post Notice of Provider Reimbursement

Paycheck Protection Program Loan (Note 1)
• Full amount forgiven in 2021
• Recognized as other revenue in 2021 - $4,065,000 (Loan $4,015,000 and interest $50,000)
• Loan at 9.30.20

Provider Relief Funds (Note 16)
• CARES Act Provider Relief Funds – total received $5,023,000

• Recognized $5,023,000 as other revenue in 2021
• Refundable advance (liability) at 9.30.20

Medicare Advanced Payments (Contract liability) (Note 1)
• Received in 2020 - $5,828,000
• Current liability – $4,591,000 remaining at 9.30.21

• Recouped over 29 months – approximately 9.30.22
• Liability at 9.30.20 - $5,828,000
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BALANCE SHEETS
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2021 2020

Assets

Current Assets

Cash and cash equivalents 33,874,000$            31,236,000$            

Patient receivables 6,759,000                 4,615,000                 

Estimated third-party payor settlements -                                 125,000                    

Supplies 537,000                    694,000                    

Other current assets 781,000                    675,000                    

Total current assets 41,951,000               37,345,000               

Assets Limited as to Use 17,630,000               17,090,000               

Property and Equipment, Net 27,238,000               28,785,000               

Interest in net assets of the Stoughton Hospital Foundation 1,374,000                 1,283,000                 

Investment in Stoughton Hospital Imaging, LLC 1,169,000                 1,104,000                 

 

Total assets 89,362,000$            85,607,000$            



BALANCE SHEETS
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2021 2020

Liabilities and Net Assets

Current Liabilities

Current maturities of long-term debt 1,317,000$               1,268,000$               

Paycheck protection program loan, current portion -                                 890,000                    

Accounts payable 1,106,000                 1,147,000                 

Estimated third-party payor settlements 1,450,000                 -                                 

Accrued salaries, vacation and related withholdings 2,255,000                 2,123,000                 

Other current liabilities 140,000                    156,000                    

Refundable advance - provider relief funds -                                 5,023,000                 

CMS advanced payments, current portion 4,591,000                 1,211,000                 

Total current liabilities 10,859,000               11,818,000               

Deferred Compensation 431,000                    350,000                    

Long-Term Debt, Net of Current Maturities 10,923,000               12,240,000               

Paycheck Protection Program Loan, Net of Current Portion -                                 3,125,000                 

CMS Advanced Payments, Net of Current Portion -                                 4,617,000                 

Total liabilities 22,213,000               32,150,000               

Net Assets

Without donor restrictions 65,621,000 52,000,000

With donor restrictions 1,528,000 1,457,000

Total net assets 67,149,000               53,457,000               

Total liabilities and net assets 89,362,000$            85,607,000$            



CASH AND INVESTMENTS
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2021 2020

Provided by operations 10,643,000$                 6,675,000$                   

Provider relief funds (5,023,000)                    5,023,000                     

CMS advanced payments (1,238,000)                    5,828,000                     

Purchase of property and equipment (1,562,000)                    (1,507,000)                    

Payment of accounts payable for equipment (151,000)                       (113,000)                       

Proceeds from sale of property and equipment 58,000                          10,000                          

Payments of principal on long-term debt (1,298,000)                    (1,252,000)                    

PPP loan proceeds -                                     4,015,000                     

Contributions received from the Foundation 195,000                        310,000                        

Investment income 1,554,000                     711,000                        

Change in cash and investments 3,178,000$                   19,700,000$                 

Balance at End of Year 51,504,000$                 48,326,000$                 

2021 2020

Current

Cash and cash equivalents 33,874,000$                 31,236,000$                 

Noncurrent

Assets limited as to use 

Board designated for capital improvements

and deferred compensation 17,630,000                   17,090,000                   

Balance at End of Year 51,504,000$                 48,326,000$                 



NET ASSETS

Ending Net Assets are as follows:
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2021 2020 2019

Without donor restrictions 65,621,000$                52,000,000$                 50,000,000$                 

With donor restrictions 1,528,000                     1,457,000                     1,634,000                     

67,149,000$                53,457,000$                 51,634,000$                 

Increase from prior year 13,692,000$                1,823,000$                   4,158,000$                   

% Change 25.61% 3.53% 8.76%



LIQUIDITY RATIO – DAYS CASH AVAILABLE 
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LIQUIDITY RATIO – CURRENT RATIO
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LIQUIDITY RATIO - DAYS IN NET PATIENT ACCOUNTS
RECEIVABLE
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COST INDICATOR RATIO - AVERAGE AGE OF PLANT 
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CAPITAL STRUCTURE RATIO – LONG-TERM DEBT TO
CAPITAL (CAPITALIZATION RATIO)
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HOSPITAL VOLUMES
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2021 Change 2020 Change 2019 Change 2018 Change 2017

Acute 1,731         2,046         1,977         2,250         2,557         

Swing-bed 203            228            506            313            362            

Intensive Care 166            68              80              82              98              

Geriatric Psych Unit 1,558         1,714         2,722         2,917         2,858         

  Total Days 3,658         4,056         5,285         5,562         5,875         

-9.8% -23.3% -5.0% -5.3%

ER/UC Services Outpatient

   Visits (including Oregon and McFarland) 20,824      20,811      23,139      21,032      22,089      

       *McFarland opened June 2021) 0.1% -10.1% 10.0% -4.8%

Other Outpatient Visits (excluding

   General Surgery and Ortho Clinic visits) 43,712      33,062      39,628      35,484      34,514      

32.2% -16.6% 11.7% 2.8%



STATEMENTS OF OPERATIONS
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Change 2021 Change 2020

Revenues, Gains, and Other Support Without Donor Restrictions

Patient service revenue 11.6% 46,787,000$          -8.2% 41,936,000$             

Other revenue 1,761,000              1,683,000

Contributions and grants 344,000                  275,000

Total revenues, gains, and other support 11.4% 48,892,000            -7.9% 43,894,000                

Expenses

Salaries and wages 8.4% 18,366,000            -11.8% 16,943,000                

Employee benefits -11.2% 4,322,000              -1.2% 4,868,000                  

Supplies and other expenses 16.1% 20,016,000            -2.0% 17,243,000                

Depreciation 3,151,000              3,256,000                  

Interest and amortization 538,000                  577,000                     

Total expenses 8.2% 46,393,000            -5.3% 42,887,000                

Operating Income 2,499,000              1,007,000                  

5.1% 2.3%

Other Income

Investment income - realized 758,000                  394,000                     

Investment income - unrealized 796,000                  317,000                     

Earnings in Stoughton Hospital Imaging, LLC 265,000                  167,000                     

Loss on disposal of property -                               (247,000)                    

Paycheck Protection Program loan forgiveness 4,065,000              -                                  

Provider Relief funds 5,023,000              -                                  

Total other income, net 10,907,000            631,000                     

Revenues in Excess of Expenses 13,406,000$          1,638,000$                



CHANGES IN NET ASSETS
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2021 2020

Net Assets Without Donor Restrictions

Revenues in excess of expenses 13,406,000$          1,638,000$                

Contributions for and of long-lived assets 149,000                  245,000                     

Net assets released from restrictions used for capital purchases 66,000                    117,000                     

Change in net assets without donor restrictions 13,621,000            2,000,000                  

   

Net Assets With Donor Restrictions

Restricted contributions 46,000                    66,000                       

Change in interest in net assets of the Foundation 91,000                    (126,000)                    

Net assets released from restrictions (66,000)                  (117,000)                    

  

Change in net assets with donor restrictions 71,000                    (177,000)                    

Change in Net Assets 13,692,000            1,823,000                  

Net Assets, Beginning of Year 53,457,000            51,634,000                

Net Assets, End of Year 67,149,000$          53,457,000$             



PROFITABILITY RATIO – OPERATING MARGIN
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PROFITABILITY RATIO – OPERATING EARNINGS BEFORE 
INTEREST/ DEPRECIATION/AMORTIZATION (EBIDA)
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CAPITAL STRUCTURE RATIO – DEBT SERVICE COVERAGE
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COMMUNICATIONS TO THOSE CHARGED WITH
GOVERNANCE

Significant Accounting Policies
• Change in accounting policy (Adoption of ASU 2014-09, Revenue from Contracts with Customers). 
• Noted no transactions entered into for which there is a lack of authoritative guidance.
• All significant transactions have been recognized in the financial statements.

Significant Estimates
• Patient receivables – allowance for implicit and explicit price concessions
• Estimated third-party payor settlements
• Provider Relief Funds

Significant Financial Statement Disclosures
• Paycheck Protection Program loan – Note 1
• Medicare Advanced Payments – Note 4
• Long-term debt and required covenants – Note 11
• Provider Relief Funds – Note 16

Corrected and Uncorrected Misstatements
• No misstatements detected as a result of audit procedures.

No Difficulties Encountered in Performing Audit.

No Disagreements with Management over any financial accounting, reporting or auditing 
matter.

We are not aware of any consultations management may have had with other accountants.

We will obtain certain representations from management as part of the audit process.
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Report Date XX, 2021 

To the Board of Directors 

Stoughton Hospital Association 

d/b/a Stoughton Health 

Stoughton, Wisconsin 

We have audited the financial statements of Stoughton Hospital Association d/b/a Stoughton Health (Hospital) 

as of and for the year ended September 30, 2021, and have issued our report thereon dated Report Date XX, 

2021. Professional standards require that we advise you of the following matters relating to our audit. 

Our Responsibility in Relation to the Financial Statement Audit under Government Auditing Standards 

As communicated in our engagement letter dated August 23, 2021, our responsibility, as described by 

professional standards, is to form and express an opinion about whether the financial statements that have 

been prepared by management with your oversight are presented fairly, in all material respects, in accordance 

with accounting principles generally accepted in the United States of America. Our audit of the financial 

statements does not relieve you or management of its respective responsibilities. 

Our responsibility, as prescribed by professional standards, is to plan and perform our audit to obtain 

reasonable, rather than absolute, assurance about whether the financial statements are free of material 

misstatement. An audit of financial statements includes consideration of internal control over financial reporting 

as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of 

expressing an opinion on the effectiveness of the entity’s internal control over financial reporting. Accordingly, 

as part of our audit, we considered the internal control of Stoughton Health solely for the purpose of 

determining our audit procedures and not to provide any assurance concerning such internal control. 

We are also responsible for communicating significant matters related to the audit that are, in our professional 

judgment, relevant to your responsibilities in overseeing the financial reporting process. However, we are not 

required to design procedures for the purpose of identifying other matters to communicate to you.  

Planned Scope and Timing of the Audit  

We conducted our audit consistent with the planned scope and timing we previously communicated to you. 

Compliance with All Ethics Requirements Regarding Independence 

The engagement team, others in our firm, as appropriate, and our firm have complied with all relevant ethical 

requirements regarding independence. 
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Qualitative Aspects of the Entity’s Significant Accounting Practices 

Significant Accounting Policies 

Management has the responsibility to select and use appropriate accounting policies. A summary of the 

significant accounting policies adopted by the Hospital is included in Note 1 to the financial statements. As 

described in Note 2, the Hospital adopted Financial Accounting Standards Board (FASB) Accounting Standards 

Codification Topic 606, Revenue from Contracts with Customers using the full retrospective approach, with 

certain practical expedients. No matters have come to our attention that would require us, under professional 

standards, to inform you about (1) the methods used to account for significant unusual transactions and (2) the 

effect of significant accounting policies in controversial or emerging areas for which there is a lack of 

authoritative guidance or consensus. No matters have come to our attention that would require us, under 

professional standards, to inform you about (1) the methods used to account for significant unusual transactions 

and (2) the effect of significant accounting policies in controversial or emerging areas for which there is a lack of 

authoritative guidance or consensus. 

Significant Accounting Estimates 

Accounting estimates are an integral part of the financial statements prepared by management and are based 

on management’s current judgments. Those judgments are normally based on knowledge and experience about 

past and current events and assumptions about future events. Certain accounting estimates are particularly 

sensitive because of their significance to the financial statements and because of the possibility that future 

events affecting them may differ markedly from management’s current judgments.  

The most sensitive accounting estimates affecting the financial statements are: 

Estimate of Implicit and Explicit Price Concessions on Patient Revenue and Receivables (prior to FASB ASC 

606 implementation referred to as Allowance for Contractual Discounts, Charity Care, and Doubtful 

Accounts) – Management’s estimate of the allowance for explicit and implicit price concessions from 

contractual discounts, charity care, and doubtful accounts is based on historical loss levels and an analysis of 

the collectability of individual accounts or portfolios of accounts based on the applicable insurance payor, 

service type, and location. 

Estimated Third-Party Payor Settlements / Variable Consideration for Revenues from Third-Party Payor 

Contracts – Management’s estimate of the amounts either owed to or receivable from third-party payors is 

based on both final and tentatively settled cost reports. Laws and regulations governing the Medicare and 

Medicaid programs are extremely complex and subject to interpretation. There is a reasonable possibility 

that recorded estimates will change by a material amount in the near term. Management believes that the 

estimates for all open years are adequate. Any differences between the estimates and the final settlements 

will be recorded in the period the final settlements are made and will not be treated as prior period 

adjustments. Any differences between the estimates and the final settlements or other adjustments have 

been recorded in the period the final settlements or other adjustments are made and are disclosed in the 

financial statements. 
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Provider Relief Funds – Amounts received from the Coronavirus Aid, Relief, and Economic Security (CARES) 

Act Provider Relief Fund are subject to terms and conditions imposed by the Department of Health and 

Human Services (HHS), which state payments will only be used to prevent, prepare for, and respond to 

coronavirus and shall reimburse the recipient only for healthcare related expenses or lost revenues that are 

attributable to the coronavirus. Recipients may not use the payments to reimburse expenses, or losses that 

have been reimbursed from other sources or that other sources are obligated to reimburse. Management’s 

estimate of the funds recognized as revenue is based on estimates associated with such terms and 

conditions and the terms and conditions are subject to interpretation and potential future guidance. 

Management utilized estimates in calculating lost revenue, as defined currently by HHS, attributable to 

coronavirus. 

 

We evaluated the key factors and assumptions used to develop these estimates and determined that they are 

reasonable in relation to the financial statements taken as a whole. 

 

Financial Statement Disclosures  

 

Certain financial statement disclosures involve significant judgment and are particularly sensitive because of 

their significance to financial statement users. The most sensitive disclosures affecting the financial statements 

relate to:  

 

Paycheck Protection Program (Note 1) – The Hospital received funds under the Paycheck Protection 

Program administered by the Small Business Administration. Note 1 discusses the amount received and 

forgiven during fiscal years 2021 and 2020. 

 

Medicare Advanced Payments (Note 4) – The Hospital received Medicare advanced payments from the 

Center for Medicare & Medicaid Services (CMS). Note 4 includes details regarding the payments received 

from CMS, amounts recorded by the Hospital in the financial statements, and the recoupment process by 

CMS.  

  

Long-Term Debt (Note 11) – The disclosure of the Hospital’s long-term debt mentions required debt 

covenants, which could present risks to the Hospital if the covenants are not met. 

  

Provider Relief Funds (Note 16) – The Hospital received relief funds administered by HHS as part of the 

CARES Act. Note 16 includes details regarding the related amounts recognized by the Hospital in the 

financial statements. 

 

Significant Difficulties Encountered during the Audit 

 

We encountered no significant difficulties in dealing with management relating to the performance of the audit. 

 

Uncorrected and Corrected Misstatements  

 

For purposes of this communication, professional standards require us to accumulate all known and likely 

misstatements identified during the audit, other than those that we believe are trivial, and communicate them 

to the appropriate level of management. Further, professional standards require us to also communicate the 

effect of uncorrected misstatements related to prior periods on the relevant classes of transactions, account 

balances or disclosures, and the financial statements as a whole. There were no corrected or uncorrected 

misstatements identified during the audit.
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Disagreements with Management 

 

For purposes of this letter, professional standards define a disagreement with management as a matter, 

whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing matter, 

which could be significant to the financial statements or the auditor’s report. No such disagreements arose 

during the course of the audit. 

 

Representations Requested from Management 

 

We have requested certain written representations from management that are included in the management 

representation letter dated Report Date XX, 2021.  

 

Management’s Consultations with Other Accountants 

 

In some cases, management may decide to consult with other accountants about auditing and accounting 

matters. Management informed us that, and to our knowledge, there were no consultations with other 

accountants regarding auditing and accounting matters. 

 

Other Significant Matters, Findings, or Issues 

 

In the normal course of our professional association with the Hospital, we generally discuss a variety of matters, 

including the application of accounting principles and auditing standards, business conditions affecting the 

entity, and business plans and strategies that may affect the risks of material misstatement. None of the matters 

discussed resulted in a condition to our retention as Stoughton Health’s auditors. 

 

Accounting Standards Update 

 

Leases 

 

In February 2016, the FASB issued Accounting Standard Update (ASU) No. 2016-02, Leases (Topic 842), which 

requires lessees to recognize leases on the balance sheet and disclose key information about leasing 

arrangements. The new standard establishes a right-of-use (ROU) model that requires a lessee to recognize a 

ROU asset and lease liability on the statement of financial position for most leases with a term longer than 12 

months. Leases will be classified as finance or operating, with classification affecting the pattern and 

classification of the expense recognition in the statement of operations. The effective date for this standard has 

been delayed to annual reporting periods beginning after December 15, 2021. The standard is effective for 

Stoughton Health’s fiscal year ended September 30, 2023.  

 

Presentation and Disclosures by Not-for-Profit Entities for Contributed Nonfinancial Assets 

 

In September 2020, the FASB issued ASU No. 2020-07, Not-for-Profit Entities (Topic 958): Presentation and 

Disclosures by Not-for-Profit Entities for Contributed Nonfinancial Assets. This ASU requires a not-for-profit 

organization to present contributed nonfinancial assets as a separate line item in the statement of activities, 

apart from contributions of cash or other financial assets. It also requires a not-for-profit to disclose:   

 

 a) Contributed nonfinancial assets recognized within the statement of operations disaggregated by 

category that depicts the type of contributed nonfinancial assets; and 

 b) For each category of contributed nonfinancial assets recognized (as identified in (a)):
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1. Qualitative information about whether the contributed nonfinancial assets were either monetized

or utilized during the reporting period. If utilized, a description of the programs or other activities in

which those assets were used.

2. The not-for-profit’s policy (if any) about monetizing rather than utilizing contributed nonfinancial

assets.

3. A description of any donor-imposed restrictions associated with the contributed nonfinancial assets.

4. The valuation techniques and inputs used to arrive at a fair value measure, in accordance with the

requirements in Topic 820, Fair Value Measurement, at initial recognition.

5. The principal market (or most advantageous market) used to arrive at a fair value measure if it is a

market in which the recipient not-for-profit is prohibited by a donor-imposed restriction from selling

or using the contributed nonfinancial assets.

The guidance is effective for Stoughton Health beginning October 1, 2021. 

* * * * *

This information is intended solely for the use of the Board of Directors and management of Stoughton Health 

and is not intended to be, and should not be, used by anyone other than these specified parties. 

Dubuque, Iowa 
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Independent Auditor’s Report 
 
 
The Board of Directors 
Stoughton Hospital Association  
d/b/a Stoughton Health  
Stoughton, Wisconsin 
 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Stoughton Hospital Association, d/b/a 
Stoughton Health (Hospital), which comprise the balance sheets as of September 30, 2021 and 2020, 
and the related statements of operations, changes in net assets, and cash flows for the years then 
ended, and the related notes to the financial statements.  
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits. We 
conducted our audits in accordance with auditing standards generally accepted in the United States of 
America and our 2021 audit in accordance with the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States. Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether 
the financial statements are free from material misstatement. The 2020 audit was not required to be 
conducted in accordance with Government Auditing Standards. 
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An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the Hospital’s 
preparation and fair presentation of the financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the Hospital’s internal control. Accordingly, we express no such opinion. An audit also 
includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall presentation of 
the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Stoughton Health as of September 30, 2021 and 2020, and the results of its 
operations, changes in net assets, and its cash flows for the years then ended in accordance with 
accounting principles generally accepted in the United States of America. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued a report dated Report Date, 
2021 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, 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 Stoughton Health’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. 
 
 
Dubuque, Iowa 
Report Date, 2021  Draf
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See Notes to Financial Statements     3 

Stoughton Health 
Balance Sheets 

September 30, 2021 and 2020 

 
 

2021 2020
Assets

Current Assets
Cash and cash equivalents 33,873,549$     31,235,503$    
Patient receivables 6,759,089          4,615,252         
Estimated third‐party payor settlements ‐                          125,000            
Supplies 536,876             694,460            
Other current assets 781,327             673,836            

Total current assets 41,950,841       37,344,051      

Assets Limited as to Use
Board designated for capital improvements

and deferred compensation 17,629,724       17,089,820      

Property and Equipment, Net 27,237,551       28,785,440      

Other Assets
Interest in net assets of the Stoughton Hospital Foundation 1,374,175          1,283,468         
Investment in Stoughton Hospital Imaging, LLC 1,169,397          1,104,315         

Total other assets 2,543,572          2,387,783         
 

Total assets 89,361,688$     85,607,094$    
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See Notes to Financial Statements     4 

Stoughton Health 
Balance Sheets 

September 30, 2021 and 2020 

 
 

2021 2020
Liabilities and Net Assets

Current Liabilities
Current maturities of long‐term debt  1,317,080$       1,267,816$      
Paycheck Protection Program loan, current portion  ‐                          889,526            
Accounts payable 1,105,863          1,146,720         
Estimated third‐party payor settlements 1,450,000          ‐                         
Accrued salaries and related withholdings 1,061,195          908,087            
Accrued vacation 1,193,641          1,214,708         
Accrued interest 37,109               59,042              
Other current liabilities 102,881             96,699              
Refundable advance ‐ Provider Relief funds ‐                          5,023,434         
Contract liability ‐ advanced payments, current portion 4,590,548          1,211,459         

Total current liabilities 10,858,317       11,817,491      

Deferred Compensation 431,106             350,330            
Long‐Term Debt, Net of Current Maturities and Unamortized 

Debt Issuance Costs of $136,319 in 2021 and $166,820 in 2020 10,923,308       12,240,389
Paycheck Protection Program Loan, Net of Current Portion ‐                          3,125,036         
Contract Liability ‐ Advanced Payments, Net of Current Portion ‐                          4,616,591         

Total liabilities 22,212,731       32,149,837      

Net Assets
Without donor restrictions 65,621,345 52,000,742
With donor restrictions 1,527,612          1,456,515         

Total net assets 67,148,957       53,457,257      

Total liabilities and net assets 89,361,688$     85,607,094$    
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See Notes to Financial Statements     5 

Stoughton Health 
Statements of Operations 

Years Ended September 30, 2021 and 2020 

 
 

2021 2020
Revenues, Gains, and Other Support Without Donor Restrictions

Patient service revenue 46,787,079$     41,935,745$    
Other revenue 1,760,575          1,683,457         
Contributions and grants 344,470             275,109            

Total revenues, gains, and other support 48,892,124       43,894,311      

Expenses
Salaries and wages 18,366,217       16,943,421      
Employee benefits 4,322,189          4,868,075         
Supplies and other expenses 20,015,697       17,242,987      
Depreciation 3,150,926          3,255,757         
Interest and amortization 538,199             577,030            

Total expenses 46,393,228       42,887,270      

Operating Income 2,498,896          1,007,041         

Other Income
Investment income ‐ realized 757,568             394,278            
Investment income ‐ unrealized 796,264             316,905            
Earnings on Investment in Stoughton Hospital Imaging, LLC 265,082             167,314            
Loss on disposal of property ‐                          (247,005)           
Paycheck Protection Program loan forgiveness 4,064,937          ‐                         
Provider Relief funds 5,023,434          ‐                         

Total other income, net 10,907,285       631,492            

Revenues in Excess of Expenses 13,406,181$     1,638,533$      
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Stoughton Health 
Statements of Changes in Net Assets 

Years Ended September 30, 2021 and 2020 

 
 

2021 2020
Net Assets Without Donor Restrictions

Revenues in excess of expenses 13,406,181$     1,638,533$      
Contributions for and of long‐lived assets 148,521             244,535            
Net assets released from restrictions used for capital purchases 65,901               117,410            

Change in net assets without donor restrictions 13,620,603       2,000,478         
    

Net Assets With Donor Restrictions
Restricted contributions 46,291               65,791              
Change in interest in net assets of the Foundation 90,707               (125,545)           
Net assets released from restrictions (65,901)              (117,410)           

  
Change in net assets with donor restrictions 71,097               (177,164)           

Change in Net Assets 13,691,700       1,823,314         

Net Assets, Beginning of Year 53,457,257       51,633,943      

Net Assets, End of Year 67,148,957$     53,457,257$    
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See Notes to Financial Statements     7 

Stoughton Health 
Statements of Cash Flows 

Years Ended September 30, 2021 and 2020 

 
 

2021 2020

Operating Activities
Change in net assets 13,691,700$     1,823,314$      
Adjustments to reconcile change in net assets to net cash

provided by operating activities 
Depreciation  3,150,926          3,255,757         
Amortization of debt issuance costs 30,501               32,522
(Gain) loss on disposal of property and equipment (14,684)              317,699            
Change in interest in net assets of the Foundation (90,707)              125,545            
Earnings on investment in Stoughton Hospital Imaging, LLC (265,082)            (167,314)           
Distribution from Stoughton Hospital Imaging, LLC 200,000             200,000            
Net realized and unrealized gains and losses on investments (1,307,892)        (297,672)           
Restricted contributions and contributions for and of

Long‐lived assets (194,812)            (310,326)           
Paycheck Protection Program loan forgiveness (4,064,937)        ‐                         

Changes in assets and liabilities
Patient receivables (2,143,837)        2,023,869         
Supplies 157,584             (71,317)             
Estimated third‐party payor settlements 1,575,000          (222,106)           
Other assets (107,491)            192,939            
Accounts payable, accrued expenses, deferred revenue, 

and deferred compensation 273,012             183,717            
Refundable advance ‐ provider relief funds (5,023,434)        5,023,434         
CMS advanced payments (1,237,502)        5,828,050         

Net Cash provided by Operating Activities  4,628,345          17,938,111      

Investing Activities
Purchase of property and equipment (1,561,623)        (1,507,132)       
Proceeds from sale of property and equipment 57,818               10,356              
Net sales (purchases) of certificates of deposit ‐                          10,000,000      
Purchase of assets limited as to use (11,603,172)      (17,063,952)     
Sales/proceeds from maturities of assets limited as to use 12,371,160       7,109,779         

Net Cash used in Investing Activities (735,817)            (1,450,949)       

Financing Activities
Repayment of long‐term debt (1,298,318)        (1,251,547)       
Proceeds from paycheck protection program loan ‐                          4,014,562         
Payment of debt issuance costs ‐                          (375)                  
Payment of accounts payable for equipment (150,976)            (113,275)           
Restricted contributions 194,812             310,326            

Net Cash provided by (used in) Financing Activities (1,254,482)        2,959,691         
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Stoughton Health 
Statements of Cash Flows 

Years Ended September 30, 2021 and 2020 

 
 

2021 2020

Change in Cash and Cash Equivalents 2,638,046$       19,446,853$    

Cash and Cash Equivalents, Beginning of Year 31,235,503       11,788,650      

Cash and Cash Equivalents, End of Year 33,873,549$     31,235,503$    

Supplemental Disclosure of Cash Flow Information

Cash paid during the year for interest 479,256$           530,826$          

Supplemental Disclosure of Non‐cash Investing and Financing Activity

Property and equipment financed with accounts payable  84,548$             150,976$          

Paycheck Protection Program loan and interest forgiveness 4,064,937$       ‐$                       
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Stoughton Health 
Notes to Financial Statements 
September 30, 2021 and 2020 

 
 

Note 1 ‐  Organization and Significant Accounting Policies 
 
Organization 
 
Stoughton Hospital Association, d/b/a Stoughton Health (Hospital) is a general acute care hospital located in 
Stoughton, Wisconsin. The Hospital is recognized as a non‐stock, not‐for‐profit Wisconsin corporation providing 
services to Stoughton and the surrounding communities. The financial statements also include the accounts of 
the Partners of Stoughton Hospital (Auxiliary) and the Hospital’s interest in the net assets of the Stoughton 
Hospital Foundation, Inc. (Foundation). 
 
The Auxiliary is organized as a Wisconsin non‐profit and was established to render services to the Hospital and 
its patients, to provide ways and means of assistance approved by the Hospital and to assist the Hospital in 
promoting the health and welfare of the community. 
 
The Foundation is a not‐for‐profit corporation and was incorporated to attract charitable gifts to meet the needs 
of Stoughton Health. 
 
Income Taxes 
 
The Hospital is organized as a Wisconsin non‐profit corporation and has been recognized by the Internal 
Revenue Service (IRS) as exempt from federal income taxes under Internal Revenue Code Section 501(c)(3). The 
Hospital is annually required to file a Return of Organization Exempt from Income Tax (Form 990) with the IRS. In 
addition, the Hospital is subject to income tax on net income that is derived from business activities that are 
unrelated to its exempt purpose, if applicable. The Hospital believes that it has appropriate support for any tax 
positions taken affecting its annual filing requirements, and as such, does not have any uncertain tax positions 
that are material to the financial statements. The Hospital would recognize future accrued interest and penalties 
related to unrecognized tax benefits and liabilities in income tax expense if such interest and penalties are 
incurred. 
 
Use of Estimates 
 
The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and 
disclosure of contingent assets and liabilities at the date of the financial statements. Estimates also affect the 
reported amounts of revenues and expenses during the reporting period. Actual results could differ from those 
estimates. 
 
Cash and Cash Equivalents 
 
Cash and cash equivalents include highly liquid investments with original maturities of three months or less, 
excluding assets limited as to use. For purposes of the statement of cash flows, the Hospital considers all cash 
with an original maturity of three months or less to be cash and cash equivalents. 
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Stoughton Health 
Notes to Financial Statements 
September 30, 2021 and 2020 

 
 
Patient Receivables 
 
Patient receivables are uncollateralized patient and third‐party payor obligations. Unpaid patient receivables are 
not charged interest on amounts owed. Payments of patient receivables are allocated to the specific claims 
identified on the remittance advice or, if unspecified, are applied to the earliest unpaid claim. 
 
Patient accounts receivable are stated net of any explicit and implicit price concessions and then further 
reduced by an allowance for doubtful accounts. In evaluating the collectability of accounts receivable, the 
Hospital analyzes accounts for adverse changes in a patient’s or third‐party payor’s ability to pay that may have 
occurred subsequent to recognition. Management regularly reviews specific data about receivable balances and 
its past history with similar cases to estimate the appropriate allowance for doubtful accounts and provision for 
bad debts. 
 
The Hospital has not adjusted the promised amount of consideration from patients and third‐party payors for 
the effects of a significant financing component due to the Hospital’s expectation that the period between the 
time the service is provided to a patient and the time that the patient or third‐party payor pays for that service 
will be one year or less. However, the Hospital does, in certain instances, enter into payment arrangements with 
patients that allow payments in excess of one year. For those cases, the financing component is not deemed to 
be significant to the contract. 
 
Supplies 
 
Supplies are stated at the lower of cost (first‐in, first‐out) or net realizable value. 
 
Assets Limited as to Use 
 
Assets limited as to use includes assets set aside by the Board of Directors for future capital improvements and 
deferred compensation over which the board retains control and may, at its discretion, subsequently use for 
other purposes. For purposes of the statement of cash flows, restricted cash represents cash and cash 
equivalent amounts included in assets limited as to use which are restricted for specific purposes. Amounts 
required to meet current liabilities are presented in the balance sheet as current assets. 
 
Property and Equipment 
 
Property and equipment acquisitions in excess of $5,000 are capitalized and recorded at cost. Depreciation is 
provided over the estimated useful life of each depreciable asset and is computed using the straight‐line 
method. Interest expense incurred on borrowed funds during the period of construction of capital assets is 
capitalized as a component of the cost of acquiring those assets. The estimated useful lives of property and 
equipment are as follows: 
 

Land improvements
Buildings and improvements
Equipment

10 ‐ 25 years
5 ‐ 40 years
3 ‐ 20 years  
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Stoughton Health 
Notes to Financial Statements 
September 30, 2021 and 2020 

 
 
Gifts of long‐lived assets such as land, buildings, or equipment are reported as additions to net assets without 
donor restrictions and are excluded from the performance indicator, 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 net assets with donor restrictions. Absent explicit donor stipulations about how long those long‐
lived assets must be maintained, expirations of donor restrictions are reported when donated or when acquired 
long‐lived assets are placed in service. 
 
The Hospital considers whether indicators of impairment are present and performs the necessary analysis to 
determine if the carrying values of assets are appropriate. No impairment was identified for the years ended 
September 30, 2021 and 2020. 
 
Investments and Investment Income 
 
Investments with readily determinable market values are stated at fair value. The fair value of all debt and 
equity securities with readily determinable fair values are based on quotations obtained from national and 
foreign securities exchanges. Certificates of deposit are recorded at historical cost, plus accrued interest. 
Substantially all investments are classified as trading securities, therefore, investment income or loss (including 
interest income, dividends, net changes in unrealized gains and losses, and net realized gains and losses, less 
external investment expenses) is included in the performance indicator unless the income or loss is restricted by 
donor or law.  
 
Investment securities, in general, are exposed to various risks such as interest rate, credit, and overall market 
volatility. Due to the level of risk associated with certain investment securities, it is reasonably possible that 
changes in the value of investment securities will occur in the near term and such changes could materially 
affect the amounts reported on the balance sheets. 
 
Investment in Stoughton Hospital Imaging, LLC 
 
The Hospital is accounting for its investment in Stoughton Hospital Imaging, LLC, a fifty percent owned affiliate, 
under the equity method of accounting by which the Hospital’s share of the net income of the affiliate is 
recognized as income in the Hospital’s statement of operations and added to the investment balance. 
 
Although the fiscal year of the affiliate ends on December 31, the Hospital recognizes the net income of the 
affiliate based on the year ending September 30. 
 
Debt Issuance Costs 
 
Costs associated with the issuance of bonds and loans payable are being amortized using the effective interest 
method over the term of the related debt. Amortization expense is included with interest and amortization 
expense in the financial statements. 
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Stoughton Health 
Notes to Financial Statements 
September 30, 2021 and 2020 

 
 
Net Assets with Donor Restrictions 
 
Net assets, revenues, gains, and losses are classified based on the existence or absence of donor‐imposed 
restrictions. Some donor‐imposed restrictions are temporary in nature, such as those that will be met by the 
passage of time or other events specified by the donor. Other donor‐imposed restrictions are perpetual in 
nature, where the donor stipulates that resources be maintained in perpetuity. Donor‐imposed restrictions are 
released when a restriction expires, that is, when the stipulated time has elapsed, when the stipulated purpose 
for which the resource was restricted has been fulfilled, or both.  
 
Unemployment Compensation 
 
The Hospital has elected the reimbursement (self‐insured) method to finance the cost of unemployment 
compensation benefits. Under this method, unemployment benefits are charged to operations when paid or 
when the amount of claims can be reasonably estimated. In order to guarantee payment of eligible benefits, the 
Hospital has obtained a letter of credit (see Note 11).  
 
Patient Service Revenue 
 
Patient service revenue is reported at the amount that reflects the consideration to which the Hospital expects 
to be entitled in exchange for providing patient care. These amounts, representing transaction price, are due 
from patients, third‐party payors (including health insurers and government programs), and others and includes 
variable consideration for retroactive revenue adjustments due to settlement of audits, reviews and 
investigations. Generally, the Hospital bills the patients and third‐party payors several days after the services are 
performed and/or the patient is discharged from the facility. Revenue is recognized as performance obligations 
are satisfied. Amounts received before recognition of revenue are reported as a contract liability. 
 
Performance obligations are determined based on the nature of the services provided by the Hospital. Revenue 
for performance obligations satisfied over time is recognized based on actual charges incurred in relation to 
total expected (or actual) charges. The Hospital believes that this method provides a reasonable depiction of the 
transfer of services over the term of the performance obligation based on the inputs needed to satisfy the 
obligation. Generally, performance obligations satisfied over time relate to patient in the hospital and clinic 
settings. The Hospital measures the performance obligation associated with inpatient services from admission 
into the Hospital to the point when it is no longer required to provide services to that patient, which is generally 
at the time of discharge. The Hospital measures the performance obligation for outpatient and clinic services 
over the patient encounter, which is generally short in duration. Revenue for performance obligations satisfied 
at a point in time is recognized when goods or services are provided, and the Hospital does not believe it is 
required to provide additional goods or services to the patient. 
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Because all of its performance obligations relate to contracts with a duration of less than one year, the Hospital 
has elected to not disclose the aggregate amount of the transaction price allocated to performance obligations 
that are unsatisfied or partially unsatisfied at the end of the reporting period. The unsatisfied or partially 
unsatisfied performance obligations referred to above are primarily related to inpatient acute, intensive care 
unit, swing bed or geriatric psychiatric unit care services at the end of the reporting period. The performance 
obligations for these contracts are generally completed when the patients are discharged, which generally 
occurs within days or weeks of the end of the reporting period. 
 
The Hospital determines the transaction price based on standard charges for goods and services provided, 
reduced by contractual adjustments provided to third‐party payors, discounts provided to uninsured patients in 
accordance with the Hospital’s policy, and/or implicit price concessions provided to uninsured patients. The 
Hospital determines its estimates of contractual adjustments and discounts based on contractual agreements, 
its discount policies and historical experience. The Hospital determines its estimate of implicit price concessions 
based on its historical collection experience with this class of patients. 
 
Settlements with third‐party payors for retroactive adjustments due to audits, reviews or investigations are 
considered variable consideration and are included in the determination of the estimated transaction price for 
providing patient care. These settlements are estimated based on the terms of the payment agreement with the 
payor, correspondence from the payor and the Hospital’s historical settlement activity, including an assessment 
to ensure that it is probable that a significant reversal in the amount of cumulative revenue recognized will not 
occur when the uncertainty associated with the retroactive adjustment is subsequently resolved. Estimated 
settlements are adjusted in future periods as adjustments become known (that is, new information becomes 
available), or as years are settled or are no longer subject to such audits, reviews and investigations. 
 
Consistent with the Hospital’s mission, care is provided to patients regardless of their ability to pay. Therefore, 
the Hospital has determined it has provided implicit price concessions to uninsured patients and patients with 
other uninsured balances (for example, copays and deductibles). The implicit price concessions included in 
estimating the transaction price represent the difference between amounts billed to patients and the amounts 
the Hospital expects to collect based on its collection history with those patients. 
 
Charity Care 
 
The Hospital provides health care services to patients who meet certain criteria under its charity care policy 
without charge or at amounts less than established rates. Since the Hospital does not pursue collection of these 
amounts, they are not reported as revenue. The estimated cost of providing these services was $136,000 and 
$182,000 for the years ended September 30, 2021 and 2020, which was determined based on an average ratio 
of cost to gross charges related to the services provided. Additionally, the Hospital extends discounts to 
uninsured patients. The estimated costs of providing services related to the discounts was $201,000 and 
$252,000 for the years ended September 30, 2021 and 2020, which was determined based on an average ratio 
of cost to gross charges related to the services provided. 
 
Performance Indicator 
 
Revenues in excess of expenses is the performance indicator and excludes contributions of long‐lived assets, and 
grants and contributions restricted for capital purposes, including assets acquired using contributions which 
were restricted by donors. 
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Donor‐Restricted Gifts 
 
The Hospital reports contributions restricted by donors as increases in net assets without donor restrictions if 
the restrictions expire (that is, when a stipulated time restriction ends or purpose restriction is accomplished) in 
the reporting period in which the revenue is recognized. All other donor‐restricted contributions are reported as 
increases in net assets with donor restrictions. When a restriction expires, net assets with donor restrictions are 
reclassified to net assets without donor restrictions and reported in the statement of changes in net assets as 
net assets released from restrictions. 
 
Functional Allocation of Expenses 
 
The costs of program and supporting services activities have been summarized on a functional basis in Note 15, 
which presents the natural classification detail of expenses by function. Accordingly, certain costs have been 
allocated among the programs and supporting services benefited.  
 
The financial statements report certain categories of expenses that are attributed to more than one program or 
supporting function. Therefore, expenses require allocation on a reasonable basis that is consistently applied. 
Costs not directly attributable to a function, such as depreciation, interest and other occupancy costs, are 
allocated to a function based on the assets associated with that function while employee benefits are allocated 
to a function based on salaries.  
 
Advertising Costs 
 
Costs incurred for producing and distributing advertising are expensed as incurred. The Hospital incurred 
$491,787 and $380,820 for advertising costs for the years ended September 30, 2021 and 2020. 
 
Paycheck Protection Program (PPP) Loan 
 
The Hospital was granted a $4,014,562 loan under the PPP administered by a Small Business Administration 
(SBA) approved partner. The loan is uncollateralized and is fully guaranteed by the Federal government. The 
Hospital initially recorded a note payable and subsequently recorded forgiveness when the loan obligation was 
legally released by the SBA. The Hospital recognized $4,064,937 of loan forgiveness income for the year ended 
September 30, 2021, which included $50,375 of interest forgiven. 
 
Reclassifications 
 
Certain reclassifications of amounts previously reported have been made to the accompanying financial 
statements to maintain consistency between periods presented. The reclassifications had no impact on 
previously reported net assets or changes in net assets. 
 
Subsequent Events 
 
The Hospital has evaluated subsequent events through Report Date, 2021, the date which the financial 
statements were available to be issued.  
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Note 2 ‐  Change in Accounting Policy 
 
As of October 1, 2020, the Hospital adopted the provisions of Accounting Standards Update No. 2014‐09 (ASU 
2014‐09), Revenues from Contracts with Customers (Topic 606). The guidance provides a principles‐based 
approach for determining revenue recognition and supersedes all existing guidance, such as current transaction 
and industry‐specific revenue recognition guidance. The core principle of ASU 2014‐09 is that an entity will 
recognize revenue to depict the transfer of goods or services to customers in amounts that reflect the 
consideration (payment) to which the entity expects to be entitled in exchange for those goods or services. ASU 
2014‐09 identifies a five‐step process in order to recognize revenue. In addition, there is also more 
comprehensive guidance for transactions such as service revenue, contract modifications and multiple‐element 
arrangements. 
 
The Hospital has applied the guidance retrospectively to the prior reporting period. The Hospital has elected to 
apply certain allowable practical expedients when applying the guidance. For completed contracts, the Hospital 
did not restate contracts that began and ended within the same annual reporting period. For completed 
contracts that have variable consideration, the Hospital used the transaction price at the date the contract was 
completed rather than estimating variable consideration amounts in the comparative reporting period. For the 
prior year presented, the Hospital will not disclose the amount of the transaction price allocated to the 
remaining performance obligations and an explanation of when the Hospital expects to recognize that amount 
as revenue. The Hospital has applied the above practical expedients consistently to all contracts within all 
reporting periods presented. The Hospital does not believe the effect of applying these expedients has a 
material impact on the amounts presented or disclosed. 
 
The adoption of the new standard resulted in changes to the presentation and disclosure of revenue related to 
uninsured and underinsured patients. Prior to adoption of ASU 2014‐09, the Hospital presented a separate 
provision for bad debts related to 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). Under 
ASU No. 2014‐09, the estimated uncollectible amounts due from these patients is generally considered an 
implicit price concession direct reduction to patient service revenue and resulted in a material reduction in the 
amounts previously presented separately as provision for bad debts. As such, the provision for bad debts of 
$1,630,000 for the year ended September 30, 2020 has been reclassified and presented as a reduction to patient 
service revenue in current presentation. The adoption of the ASU 2014‐09 did not have a significant or material 
impact on recognition of total operating revenues for any period and there was no cumulative effect of a change 
in accounting principle recorded, but its implementation did result in expanded footnote disclosures. 
 
 

Note 3 ‐  Liquidity and Availability 
 
As of September 30, 2021 and 2020, the Hospital had a working capital of $31,092,524 and $25,526,560 and 
average days cash on hand of 431 and 442. Financial assets available for general expenditure, that is, without 
donor or other restrictions limiting their use, within one year of the balance sheet date, comprise the following: 

Draf
t 1

1/1
6/2

1



 

  16 

Stoughton Health 
Notes to Financial Statements 
September 30, 2021 and 2020 

 
 

2021 2020

Cash and cash equivalents 33,873,549$     31,235,503$    
Patient receivables 6,759,089          4,615,252         
Other current assets 104,233             224,633            
Estimated third‐party payor settlements ‐                          350,000            

Financial assets available to meet general expenditures
within one year 40,736,871$     36,425,388$    

 
The Hospital has certain board‐designated assets limited as to use for capital improvements. These assets 
limited as to use, which are more fully described in Notes 1 and 5, are not available for general expenditure 
within the next year and are not reflected in the amounts above. However, the board‐designated amounts could 
be made available, if necessary.  
 
As part of the Hospital’s liquidity management plan, cash in excess of daily requirements is invested in 
certificates of deposits and money market funds. Additionally, the Hospital maintains a $1.5 million line of credit 
as discussed in more detail in Note 12. As of September 30, 2021 and 2020, $1.5 million remained available on 
the Hospital’s line of credit.  
 
As of September 30, 2021 and 2020, the Hospital was in compliance with covenants required from its 
outstanding debt.  
 
 

Note 4 ‐  Patient Service Revenue 
 
The Hospital has agreements with third‐party payors that provide for payments to the Hospital at amounts 
different from its established rates. A summary of the payment arrangements with major third‐party payors 
follows: 
 

Medicare: The Hospital is licensed as a Critical Access Hospital (CAH). The Hospital is reimbursed for most 
inpatient and outpatient services at cost plus one percent with final settlement determined after submission 
of annual cost reports by the Hospital and are subject to audits thereof by the Medicare Administrative 
Contractor (MAC). The Hospital’s Medicare cost reports have been audited by the MAC through the year 
ended September 30, 2018.  
 
Medicaid: Inpatient services rendered to Medicaid program beneficiaries are paid at prospectively 
determined rates per discharge. Outpatient services related to Medicaid beneficiaries are paid based on a 
prospectively determined rate per visit. These rates vary according to a patient classifications system that is 
based on clinical, diagnostic, and other factors. 
 
Other Payors: The Hospital also has 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. 

Draf
t 1

1/1
6/2

1



 

  17 

Stoughton Health 
Notes to Financial Statements 
September 30, 2021 and 2020 

 
 
Concentration of gross revenues by major payor accounted for the following percentages of the Hospital’s 
patient service revenue for the years ended September 30, 2021 and 2020: 
 

2021 2020

Medicare 51% 53%
Medicaid 10% 9%
Commercial and other 38% 37%
Self‐pay 1% 1%

100% 100%

 
Laws and regulations governing the Medicare, Medicaid, and other programs are extremely complex and subject  
to interpretation. As a result, there is at least a reasonable possibility that recorded estimates will change by a 
material amount in the near term.  
 
Generally, patients who are covered by third‐party payors are responsible for related deductibles and 
coinsurance, which vary in amount. The Hospital also provides services to uninsured patients, and offers those 
uninsured patients a discount, either by policy or law, from standard charges. The Hospital estimates the 
transaction price for patients with deductibles and coinsurance and from those who are uninsured based on 
historical experience and current market conditions. 
 
The initial estimate of the transaction price is determined by reducing the standard charge by any contractual 
adjustments, discounts and implicit price concessions based on historical collection experience. Subsequent 
changes to the estimate of the transaction price are generally recorded as adjustments to patient service 
revenue in the period of the change. The ability to estimate the collectability of uninsured and other self‐pay 
patients is contingent on the patient’s ability or willingness to pay for the services provided. Subsequent changes 
that are determined to be the result of an adverse change in the patient’s ability to pay are recorded as a 
provision for bad debts. The provision for bad debts for the years ended September 30, 2021 and 2020 was not 
significant. 
 
Hospital services include a variety of services mainly covering inpatient procedures requiring extended stays or 
outpatient operations that require anesthesia or use of complex diagnostic equipment as well as emergency 
care for traumas and other critical conditions. Provider services are primarily related to care of outpatients 
covering primary and specialty healthcare needs. 
 
Other revenue is recognized at an amount that reflects the consideration to which the Hospital expects to be 
entitled in exchange for providing goods and services. The amounts recognized reflect consideration due from 
customers, third‐party payors and others. Primary categories of other revenue include income from cafeteria 
revenue, rental income, grants and management fees. 
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The nature, amount, timing and uncertainty of revenue and cash flows are affected by several factors that the 
Hospital considers in its recognition of revenue. Following are some of the factors considered: 
 

 Payors (for example, Medicare, Medicaid, managed care or other insurance, patient) have different 
reimbursement/payment methodologies 

 Length of the patient’s service/episode of care 

 Geography of the service location 

 Hospital’s line of business that provided the service (for example, hospital, physician services, etc.) 
 
For the years ended September 30, 2021 and 2020, the Hospital recognized revenue of $46,787,079 and 
$41,935,745 over time as the services were provided. 
 
Wisconsin Hospital Medicaid Assessment Program 
 
Wisconsin legislation titled the Rural Health Care Access Act provides for a CAH assessment program. The 
assessment program provides additional “access payments” (a uniform amount) to CAHs for each Medicaid 
inpatient discharge and outpatient visit. Additionally, Medicaid HMOs will also pay “access payments” to CAHs 
for services that are reimbursed under a Medicaid managed care contract. 
 
As a result of this program, “access payments” received were $83,463 and $82,527 and are included in net 
patient service revenue for the years ended September 30, 2021 and 2020. Program assessment fees of 
$154,171 and $151,735 were paid by the Hospital and are included in expenses on the statements of operations 
for the years ended September 30, 2021 and 2020. 
 
Contract Liability – Advanced Payments 
 
The contract liability balance consists of the remaining unpaid advanced payments received from the Centers for 
Medicare & Medicaid Services (CMS) in order to increase cash flow for Medicare Part A providers who were 
impacted by the COVID‐19 pandemic. The Hospital received $5,828,050 in advanced payments during 2020, 
which is being recouped through the Medicare claims processed beginning 365 days after the date of issuance of 
the advanced payments. This recoupment process will continue until the balance of the advanced payments has 
been recouped or for 29 months from the date that the advanced payments were issued, at which point any 
remaining unpaid balance is due. The advanced payments balance is non‐interest bearing through the 29‐month 
repayment period. The portion expected to be recouped in the next 12 months is included in current liabilities 
and the portion expected to be recouped in greater than 12 months is presented in long‐term liabilities in the 
accompanying balance sheets. The Hospital’s contract liability balances as of September 30, 2021 and 2020 were 
$4,590,548 and $5,828,050, respectively. 
 
In addition to CMS advance payments, contract assets (liabilities) also represent estimated settlements related 
to Medicare cost reports not yet finalized. The beginning and ending balances for patient receivables and 
contract assets and liabilities were as follows for the years ended September 30, 2021 and 2020: 
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October 1 September 30

Patient receivables 4,615,252$       6,759,089$      
Contract assets and liabilities, net (5,703,050)        (6,040,548)       

(1,087,798)$      718,541$          

October 1 September 30

Patient receivables 6,639,121$       4,615,252$      
Contract assets and liabilities, net (97,106)              (5,703,050)       

6,542,015$       (1,087,798)$     

2021

2020

 
 

Note 5 ‐  Fair Value Measurements  
 
The Hospital reports certain assets and liabilities at fair value in the financial statements. Fair value is the price 
that would be received to sell an asset or paid to transfer a liability in an orderly transaction in the principal, or 
most advantageous, market at the measurement date under current market conditions regardless of whether 
that price is directly observable or estimated using another valuation technique. Inputs used to determine fair 
value refer broadly to the assumptions that market participants would use in pricing the asset or liability, 
including assumptions about risk. Inputs may be observable or unobservable. Observable inputs are inputs that 
reflect the assumptions market participants would use in pricing the asset or liability based on market data 
obtained from sources independent of the reporting entity. Unobservable inputs are inputs that reflect the 
reporting entity’s own assumptions about the assumptions market participants would use in pricing the asset or 
liability based on the best information available.  
 
A three‐tier hierarchy categorizes the inputs as follows: 
 

Level 1 – Quoted prices (unadjusted) in active markets for identical assets or liabilities that can be accessed 
at the measurement date. 
 
Level 2 – Inputs other than quoted prices included within Level 1 that are observable for the asset or 
liability, either directly or indirectly. These include quoted prices for similar assets or liabilities in active 
markets, quoted prices for identical or similar assets or liabilities in markets that are not active, inputs other 
than quoted prices that are observable for the asset or liability, and market‐corroborated inputs. 
 
Level 3 – Unobservable inputs for the asset or liability. In these situations, inputs are developed using the 
best information available in the circumstances. 
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In some cases, the inputs used to measure the fair value of an asset or a liability might be categorized within 
different levels of the fair value hierarchy. In those cases, the fair value measurement is categorized in its 
entirety in the same level of the fair value hierarchy as the lowest level input that is significant to the entire 
measurement. Assessing the significance of a particular input to the entire measurement requires judgment, 
taking into account factors specific to the asset or liability. The categorization of an asset within the hierarchy is 
based upon the pricing transparency of the asset and does not necessarily correspond to an assessment of the 
quality, risk or liquidity profile of the asset or liability. 
 
A significant portion of investments are classified within Level 1 because they are comprised of U.S. Treasury 
obligations, common stock, and mutual funds with readily determinable fair values based on daily redemption 
values. Fixed income securities such as municipal and corporate bonds are valued by the custodians of the 
securities using pricing models based on credit quality, time to maturity, stated interest rates and market‐rate 
assumptions, and are classified within Level 2. 
 
The Hospital’s deferred compensation assets are invested in a managed fund and participant directed funds. The 
managed fund has a target allocation intended to achieve moderate to conservative risk. The underlying 
investments in this fund primarily consist of fixed income securities and equities. The value of the Hospital’s 
share in the managed fund is based on a statement provided by the investment advisor. The valuations of the 
underlying investments in the fund are determined by reference to quoted market prices. 
 
The following table presents assets measured at fair value on a recurring basis, except those measured at cost as 
identified below, at September 30, 2021: 

Quoted Prices
in Active Observable Unobservable
Markets Inputs Inputs

Total (Level 1) (Level 2) (Level 3)
Assets Limited as to Use

Board designated for capital improvements
Money market funds (at cost) 174,510$           ‐$                        ‐$                        ‐$                       
Certificates of deposit (at cost) 7,000,000 ‐                          ‐                          ‐                         
Fixed income

U.S. Treasury obligations 1,825,316          1,740,998          84,318               ‐                         
Corporate bonds 1,831,348          ‐                          1,831,348          ‐                         
Asset‐backed securities  397,521             ‐                          397,521             ‐                         

Mutual funds
Equities 818,019             818,019             ‐                          ‐                         
Fixed income 436,344             436,344             ‐                          ‐                         

Common stock
Large cap 2,734,960          2,734,960          ‐                          ‐                         
Mid cap 1,049,275          1,049,275          ‐                          ‐                         
Small cap 930,725             930,725             ‐                          ‐                         

Deferred compensation 
Managed funds ‐ 

moderate ‐ conservative 348,992             ‐                          348,992             ‐                         
Mutual funds

Equities 48,500               48,500               ‐                          ‐                         
Money market funds (at cost) 34,214               ‐                          ‐                          ‐                         

17,629,724$     7,758,821$       2,662,179$       ‐$                       
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The following table presents assets measured at fair value on a recurring basis, except those measured at cost as 
identified below, at September 30, 2020:

Quoted Prices
in Active Observable Unobservable
Markets Inputs Inputs

Total (Level 1) (Level 2) (Level 3)
Assets Limited as to Use

Board designated for capital improvements
Money market funds (at cost) 130,089$           ‐$                        ‐$                        ‐$                       
Certificates of deposit (at cost) 9,000,000 ‐                          ‐                          ‐                         
Fixed income

U.S. Treasury obligations 1,097,496          735,468             362,028             ‐                         
Corporate bonds 1,473,360          ‐                          1,473,360          ‐                         
Asset‐backed securities  692,894             ‐                          692,894             ‐                         

Mutual funds
Equities 1,040,675          1,040,675          ‐                          ‐                         
Fixed income 220,498             220,498             ‐                          ‐                         

Common stock
Large cap 2,270,500          2,270,500          ‐                          ‐                         
Mid cap 421,769             421,769             ‐                          ‐                         
Small cap 391,609             391,609             ‐                          ‐                         

Deferred compensation 
Managed funds ‐ 

moderate ‐ conservative 317,292             ‐                          317,292             ‐                         
Mutual funds

Equities 20,217               20,217               ‐                          ‐                         
Money market funds (at cost) 13,421               ‐                          ‐                          ‐                         

17,089,820$     5,100,736$       2,845,574$       ‐$                       

 
 

Note 6 ‐  Investment Income 
 
Investment income consisted of the following for the years ended September 30, 2021 and 2020: 
 

2021 2020
Other Income

Investment income ‐ realized
Interest and dividend income  245,940$           413,511$          
Net realized gains and losses 511,628             (19,233)             

757,568$           394,278$          
Investment income ‐ unrealized

Change in unrealized gains and losses on investments 796,264$           316,905$          
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Note 7 ‐  Property and Equipment 
 
A summary of property and equipment at September 30, 2021 and 2020 follows: 
 

Accumulated Accumulated
Cost Depreciation Cost Depreciation

Land 2,270,376$       ‐$                        2,235,576$       ‐$                       
Land improvements 2,420,225          1,314,087          2,296,621          1,195,966         
Buildings and improvements 40,764,532       22,139,428       41,187,991       21,579,712      
Equipment 17,101,886       12,178,504       17,026,443       11,391,893      
Construction in progress 312,551             ‐                          206,380             ‐                         

62,869,570$     35,632,019$     62,953,011$     34,167,571$    

Property and equipment, net 27,237,551$     28,785,440$    

2021 2020

Construction in progress at September 30, 2021 and 2020 represents costs incurred for various, ongoing capital 
projects. 
 
 

Note 8 ‐  Investment in Stoughton Hospital Imaging, LLC 
 
A summary of Stoughton Hospital Imaging, LLC’s assets, liabilities, profit and loss is shown below: 
 

2021 2020

Assets, primarily cash and equipment 2,374,275$       2,243,106$      

Liabilities, primarily accounts payable 35,481$             34,476$            
Equity 2,338,794          2,208,630         

Total liabilities and equity 2,374,275$       2,243,106$      

Income 1,136,148$       878,982$          
Expenses 605,984             547,645            

Net income before distributions 530,164             331,337            

Distribution to owners (400,000)            (400,000)           

Equity, beginning 2,208,630          2,277,293         

Equity, ending 2,338,794$       2,208,630$      
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Note 9 ‐  Interest in Net Assets of the Stoughton Hospital Foundation 
 
The Stoughton Hospital Foundation, Inc. (Foundation) was incorporated pursuant to Chapter 181 of the 
Wisconsin statutes related to nonstock and not‐for‐profit corporations. The primary objective of the Foundation 
is to exclusively benefit, support, promote, and assist the Hospital. Accordingly, the Hospital has recorded an 
interest in the net assets of the Foundation. Amounts received by the Foundation are recorded as an increase in 
the interest in net assets of the Foundation. Amounts received by the Hospital from the Foundation are 
recorded as a decrease in the interest in net assets of the Foundation.  
 
The Foundation is organized as a Wisconsin nonprofit corporation and has been recognized by the Internal 
Revenue Service (IRS) as exempt from federal income taxes under Section 501(a) of the Internal Revenue Code 
as an organization described in Section 501(c)(3), qualifies for the charitable contribution deduction under 
Section 170(b)(1)(A)(vi), and has been determined not to be a private foundation under Section 509(a)(1). The 
Foundation is annually required to file a Return of Organization Exempt from Income Tax (Form 990) with the 
IRS. In addition, the Foundation is subject to income tax on net income that is derived from business activities 
that are unrelated to its exempt purpose. Management has determined that the entity is not subject to 
unrelated business income tax and has not filed an Exempt Organization Business Income Tax Return (Form 990‐
T) with the IRS. 
 
A summary of the Foundation’s assets, liabilities, and results of operations and changes in net assets is shown 
below: 

2021 2020

Assets, primarily cash and investments 1,410,823$       1,348,912$      

Liabilities 36,648$             65,444$            
Net Assets 1,374,175          1,283,468         

Total liabilities and net assets 1,410,823$       1,348,912$      

Support and revenue 434,645$           339,020$          
Total expenses 343,938             464,565            

Change in net assets 90,707               (125,545)           

Net assets, beginning 1,283,468          1,409,013         

Net assets, ending 1,374,175$       1,283,468$      

 
During the years ended September 30, 2021 and 2020, the Hospital received contributions from the Foundation 
of $194,812 and $310,326. These amounts are shown as contributions of long‐lived assets and restricted 
contributions on the statements of changes in net assets. The Foundation reimburses the Hospital for salaries 
and other operating expenses. Amounts reimbursed during the years ended September 30, 2021 and 2020 were 
$153,155 and $137,681. Amounts due from the Foundation for reimbursement of expenses were $35,892 and 
$64,444 as of September 30, 2021 and 2020 and are included in other current assets on the balance sheets.  
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Note 10 ‐  Leases 
 
The Hospital leases certain equipment under noncancelable long‐term operating lease agreements. Total lease 
expense for the years ended September 30, 2021 and 2020 for all operating leases was $691,024 and $667,733. 
Minimum future lease payments for the operating leases are as follows: 
 

Amount

2022 412,824$          
2023 226,046            
2024 64,530              
2025 65,528              
2026 66,547              
Thereafter 11,120              

846,595$          

Years Ending September 30, 

 
 

Note 11 ‐  Long‐Term Debt 
 
Long‐term debt consists of the following: 

2021 2020

Wisconsin Health and Educational Facilities Authority, Series 2012
Tax Exempt Revenue Bonds, fixed interest rate of 3.82%,
payments due monthly until maturity on October 1, 2025, 
secured by property and equipment and virtually all revenues
 earned by the Hospital, net of unamortized debt issuance
costs of $10,837 in 2021 and $16,661 in 2020 (based upon
effective interest rate of 1.96%) 1,076,678$       1,324,019$      

Real estate loan, fixed interest rate of 4.81%, monthly
payments of $24,654, balance due October 1, 2022, 
secured by property and equipment, net of unamortized
debt issuance costs of $148 in 2021 and $519 in 2020
(based upon effective interest rate of 2.92%) 359,371             630,113            

Wisconsin Health and Educational Facilities Authority, Series 2015
Tax Exempt Revenue Bonds, initial fixed interest rate of 3.47% until
September 1, 2025, payments due monthly until maturity on 
September 1, 2045, secured by property and equipment and
virtually all revenues earned by the Hospital, net of unamortized 
debt issuance costs of $35,842 in 2021 and $47,514 in 2020
(based upon effective interest rate of 3.47%), prepayment 
without penalty is allowed up to 10% of the balance each year 8,120,250          8,551,862         
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2021 2020
Wisconsin Health and Educational Facilities Authority, Series 2018

Tax Exempt Revenue Bonds,  fixed interest rate of 3.73% 
 payments due monthly until maturity on November 1, 2028,
secured by property and equipment and virtually all revenues
earned by the Hospital, net of unamortized debt issuance
costs of $89,492 in 2021 and $102,126 in 2020 (based upon
effective interest rate of 3.73%), prepayment without penalty is
allowed up to 10% of the balance each year 2,684,089$       3,002,211$      

12,240,388       13,508,205      
Less current maturities (1,317,080)        (1,267,816)       

Long‐term debt, less current maturities 10,923,308$     12,240,389$    

 
Long‐term debt maturities are as follows: 
 

Amount

2022 1,345,493$      
2023 1,170,557         
2024 1,130,764         
2025 1,169,160         
2026 1,019,748         
Thereafter 6,540,985         

12,376,707      
Unamortized debt issuance costs (136,319)           

12,240,388$    

Years Ending September 30,

Under the terms of the revenue bond loan agreements, the Hospital is required to maintain certain deposits 
with a trustee. Such deposits are included with assets limited as to use in the financial statements. The loan 
agreements also place limits on the incurrence of additional borrowings and require that the Hospital satisfy 
certain measures of financial performance. 
 
The Hospital maintains an irrevocable letter of credit to the benefit of the Treasurer‐Wisconsin Unemployment 
Compensation Division in an amount based upon payroll in order to guarantee payment of eligible benefits. As 
of September 30, 2021 and 2020, the amount of the letter of credit was approximately $342,000. 
 
 

Note 12 ‐  Bank Line of Credit 
 
The Hospital has a business revolving line of credit which allows for borrowings of up to $1,500,000 with a 
floating interest rate equal to the index rate (prime rate set by the bank) plus 1.500%. The line of credit expires 
June 15, 2022, and is secured by all inventory, accounts receivable, and equipment. There were no amounts 
outstanding on the line of credit as of September 30, 2021 and 2020. 
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Note 13 ‐  Net Assets with Donor Restrictions 
 
Net assets with donor restrictions are available for the following purposes at September 30, 2021 and 2020: 
 

2021 2020

Interest in future distributions of net assets of Stoughton
Hospital Foundation 1,374,175$       1,283,468$      

Healthcare services (including property and equipment) 153,437             173,047            

1,527,612$       1,456,515$      

 
In 2021 and 2020, net assets were released from donor restrictions by incurring expenditures satisfying the 
restricted purposes of purchases of property and equipment in the amounts of $65,901 and $117,410. These 
amounts are included in the net assets released from restrictions in the accompanying financial statements. 
 
 

Note 14 ‐  Concentrations of Credit Risk 
 
The Hospital grants credit without collateral to its patients, most of whom are insured under third‐party payor 
agreements. The mix of receivables from third‐party payors and patients at September 30, 2021 and 2020 were 
as follows:  

2021 2020

Medicare 42% 47%
Medicaid 10% 7%
Dean care 14% 12%
Other third‐party payors 23% 21%
Self pay 11% 13%

100% 100%

 
The Hospital’s cash balances are maintained in various bank deposit accounts. At times, these deposits may be 
in excess of federally insured limits. Management believes these financial institutions have strong credit ratings 
and that credit risk related to these deposits is minimal. 
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Note 15 ‐  Functional Expenses 
 
The Hospital provides general healthcare services to patients within its geographic location. Expenses related to 
providing these services by functional class for the year ended September 30, 2021 are as follows: 
 

Hospital Home Care Specialty Clinic Rental  General and
Services Services Services Properties Administrative Fundraising Total

Salaries and wages 12,984,695$     148,360$           1,841,507$       106,214$           3,190,019$       95,422$             18,366,217$    
Employee benefits 3,048,426          34,914               432,724             24,996               758,673             22,456               4,322,189         
Supplies and other 15,037,096       39,282               842,585             239,605             3,826,590          30,539               20,015,697      
Depreciation 2,292,696          8,597                 32,095               3,071                 813,601             866                     3,150,926         
Interest and amortization 513,995             ‐                          ‐                          24,204               ‐                          ‐                          538,199            

33,876,908$     231,153$           3,148,911$       398,090$           8,588,883$       149,283$           46,393,228$    

Healthcare Services

 
Expenses related to providing these services by functional class for the year ended September 30, 2020 are as 
follows:

Hospital Home Care Specialty Clinic Rental  General and
Services Services Services Properties Administrative Fundraising Total

Salaries and wages 11,717,840$     541,098$           1,655,792$       120,608$           2,819,907$       88,176$             16,943,421$    
Employee benefits 3,366,909          155,250             475,731             34,652               810,199             25,334               4,868,075         
Supplies and other 12,786,124       88,459               530,943             235,010             3,577,856          24,595               17,242,987      
Depreciation 2,362,114          14,737               36,299               1,274                 840,467             866                     3,255,757         
Interest and amortization 539,335             ‐                          ‐                          37,695               ‐                          ‐                          577,030            

30,772,322$     799,544$           2,698,765$       429,239$           8,048,429$       138,971$           42,887,270$    

Healthcare Services

 
 

Note 16 ‐  Provider Relief Funds 
 
The Hospital received $5,023,434 of Coronavirus Aid, Relief, and Economic Security (CARES) Act Provider Relief 
Funds administered by the Department of Health and Human Services (HHS). The funds are subject to terms and 
conditions imposed by HHS. Among the terms and conditions is a provision that payments will only be used to 
prevent, prepare for, and respond to coronavirus and shall reimburse the recipient only for healthcare‐related 
expenses or lost revenues that are attributable to coronavirus. Recipients may not use the payments to 
reimburse expenses or losses that have been reimbursed from other sources or that other sources are obligated 
to reimburse. HHS currently has deadlines for incurring eligible expenses and lost revenues, varying based on 
the date the Hospital received the funds. Unspent funds will be expected to be repaid. 
 
These funds are recorded as a refundable advance when received and are recognized as revenues in the 
accompanying statements of operations as all terms and conditions are considered met. The terms and 
conditions are subject to interpretation, changes and future clarification, the most recent of which have been 
considered through the date that the financial statements were available to be issued. In addition, this program 
may be subject to oversight, monitoring and audit. Failure by a provider that received a payment from the 
Provider Relief Fund to comply with any term or condition can subject the provider to recoupment of some or all 
of the payment. As a result, there is at least a reasonable possibility that recorded estimates will change by a 
material amount in the near term. 
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As of September 30, 2021 and 2020, the Hospital had refundable advance balances of $‐0‐ and $5,023,434, 
which were included in current liabilities on the accompanying balance sheets. During the year ended 
September 30, 2021, the Hospital recognized $5,023,434 as revenue, included as nonoperating revenue, on the 
accompanying statements of operations. 
 
 

Note 17 ‐  Contingencies 
 
Malpractice Insurance 
 
The Hospital has malpractice insurance coverage to provide protection for professional liability losses on a 
claims‐made basis subject to a limit of $1 million per incident and an annual aggregate limit of $3 million. Should 
the claims‐made policy not be renewed or replaced with equivalent insurance, claims based on occurrences 
during its terms, but reported subsequently, will be uninsured. 
 
Wisconsin healthcare providers (principally physicians and hospitals) are required to pay a yearly assessment 
into the Wisconsin Injured Patients and Families Compensation Fund (“Fund”) and provide proof of financial 
responsibility to the Commissioner of Insurance in the form of insurance, an approved plan of self‐insurance, or 
a surety bond. The prescribed limits are $1 million for each occurrence and $3 million in the annual aggregate. 
Healthcare providers are liable only to the extent of the limits of their insurance. 
 
The Fund provides compensation for claimants whose damages exceed the negligent healthcare provider’s 
liability insurance. The Fund must be joined as a party in the case, although the initial duty to defend is that of 
the underlying insurer or self‐insurer. 
 
Excess Liability Umbrella Insurance 
 
The Hospital also has excess liability umbrella coverage on a claims‐made basis subject to a limit of $5 million 
per occurrence and an annual aggregate limit of $5 million, and general liability coverage of $1 million per 
occurrence and an aggregate limit of $3 million. Should the claims‐made policy not be renewed or replaced with 
equivalent insurance, claims based on occurrences during its term, but reported subsequently, will be 
uninsured. 
 
Litigation, Claims, and Disputes 
 
The Hospital is subject to the usual contingencies in the normal course of operations relating to the performance 
of its tasks under its various programs. In the opinion of management, the ultimate settlement of any litigation, 
claims, and disputes in process will not be material to the financial position, operations, or cash flows of the 
Hospital. 
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The healthcare industry is subject to numerous laws and regulations of federal, state, and local governments. 
Compliance with these laws and regulations, specifically 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. Federal government activity has increased with respect to investigations and allegations concerning 
possible violations by health care providers of regulations, which could result in the imposition of significant 
fines and penalties, as well as significant repayments of previously billed and collected revenue from patient 
services.  
 
Paycheck Protection Program (PPP) Loan Review 
 
Loans issued under the PPP were subject to good‐faith certifications of the necessity of the loan request. 
Borrowers with loans issued under the program in excess of $2 million are subject to review by the SBA for 
compliance with the program requirements. If the SBA determines that a borrower lacked an adequate basis for 
the loan or did not meet program requirements, the loan will not be eligible for loan forgiveness and the SBA 
will seek repayment of the outstanding PPP loan balance. As such, the potential exists that the Hospital may be 
deemed ineligible for loan forgiveness and be required to repay the loan. 
 
The Hospital applied for and received loan forgiveness from the SBA on its PPP loan in 2021. In accordance with 
PPP loan requirements, the Hospital is required to maintain PPP loan files and certain underlying supporting 
documents for periods ranging from three to six years. The Hospital is also required to permit access to such 
files upon request by the SBA. Accordingly, there is potential the PPP loan could be subject to further review by 
the SBA and that previously recognized forgiveness could be reversed based on the outcome of this review.  
 
COVID‐19 Pandemic 
 
During 2021 and 2020, the world‐wide coronavirus pandemic impacted national and global economies. The 
Hospital is closely monitoring its operations, liquidity and capital resources and is actively working to minimize 
the current and future impact of this unprecedented situation. As of the date of issuance of these financial 
statements, the current and future full impact to the Hospital is not known. 
 
 

Note 18 ‐  Affiliation Agreement 
 
The Hospital participates in a master agreement and affiliation agreement with SSM Healthcare of Wisconsin 
(SSM Wisconsin). As part of this affiliation, SSM Wisconsin has the right to appoint two directors to the 
Hospital’s twelve‐member Board of Directors. The agreement also specifies certain board resolutions that must 
be approved by the SSM Wisconsin board members. In the event of liquidation, dissolution or sale of the 
Hospital, SSM Wisconsin would receive 40 percent of the net proceeds.
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Independent Auditor’s Report on Internal Control over Financial Reporting and on 
Compliance and Other Matters Based on an Audit of Financial Statements Performed in 

Accordance with Government Auditing Standards 
 
Board of Directors 
Stoughton Hospital Association 
d/b/a Stoughton Health 
Stoughton, Wisconsin 
 
 
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 Stoughton Hospital 
Association d/b/a Stoughton Health (Hospital), which comprise the balance sheet as of September 30, 
2021, and the related statements of operations, changes in net assets, and cash flows for the year then 
ended, and the related notes to the financial statements, and have issued our report thereon dated 
Report Date, 2021. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Hospital’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 Hospital’s internal control. 
Accordingly, we do not express an opinion on the effectiveness of the Hospital’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 a reasonable possibility that a material 
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a 
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control 
that is less severe than a material weakness, yet important enough to merit attention by those charged 
with governance.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material 
weaknesses may exist that have not been identified. 
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Hospital’s financial statements are free of 
material misstatement, we performed tests of its compliance with certain provisions of laws, 
regulations, contracts, and grant agreements, non‐compliance 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 non‐compliance or other matters that are required to be 
reported under Government Auditing Standards.  
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the result of that testing, and not to provide an opinion on the effectiveness of the 
Hospital’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 Hospital’s internal control and 
compliance. Accordingly, this communication is not suitable for any other purpose. 
 
 
 
 
Dubuque, Iowa 
Report Date, 2021 
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