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CONTINUING DISCLOSURE REPORT  

 

Washington County Health Systems Obligated Group 

For the 12 Month Period Ended June 30, 2009 

 

 

Name, Address and Telephone Number of Obligated Person: 

 

Washington County Health Systems Obligated Group 

c/o Washington County Health System, Inc. 

251 East Antietam Street 

Hagerstown, MD  21740 

301-790-8102 

Contact person:  Raymond A. Grahe, Vice President for Finance 

 

 

Bonds to Which Report Relates: 

 

$264,300,000 

Maryland Health and Higher Education Facility Authorities 

Series 2008 

 

MATURITY  CUSIP NO. 

2012 574217Q81 

2013 574217Q99 

2014 574217R31 

2014 574217R23 

2015 574217R49 

2016 574217R64 

2016 574217R56 

2017 574217R72 

2018 574217R80 

2018 574217R98 

2019 574217S22 

2020 574217S30 

2021 574217S48 

2022 574217S55 

2023 574217S63 

2028 574217S71 

2033 574217S89 

2038 574217S97 

2043 574217T21 
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Period to Which Report Relates: 

 

Twelve Months Ended June 30, 2009 

 

This Continuing Disclosure Report (this ñReportò) is provided on behalf of the Washington 

County Health Systems Obligated Group (the ñObligated Groupò) by Washington County Health 

Systems, Inc. (ñWCHS), as Obligated Group Agent.  The Obligated Group consists of WCHS 

and the organizations listed on Exhibit A -1 attached hereto.  The Obligated Group does not 

include all of the organizations controlled by WCHS.  WCHS organizations excluded from the 

Obligated Group are listed on Exhibit A -2.   The organizations that are directly or indirectly 

controlled by WCHS (including those within the Obligated Group) are referred to as ñControlled 

Organizationsò and WCHS and all of its Controlled Organizations are referred to collectively as 

the ñConsolidated Group.ò  Organizations that are not members of the Obligated Group have no 

obligation with respect to the Bonds or under the Master Indenture and none of the assets or 

revenues of such organizations are available to make payments of principal or interest on the 

Bonds or the Notes. 

 

This Report is being filed with approved Nationally Recognized Municipal Securities 

Information Repositories (ñRepositoriesò) pursuant to Rule 15c2-12(b)(5) adopted by the 

Securities and Exchange Commission (the ñRuleò), and is pursuant to the Continuing Disclosure 

Agreement pertaining to certain Bonds which were issued concurrently with the formation of the 

Obligated Group. 

 

THIS REPORT IS INTENDED SOLELY TO PROVIDE CERTAIN LIMITED FINANCIAL 

AND OPERATING DATA IN ACCORDANCE WITH UNDERTAKINGS OF WCHS AND 

THE OBLIGATED GROUP UNDER THE RULE (THE ñUNDERTAKINGò) AND DOES 

NOT CONSTITUTE A REISSUANCE OF ANY OFFICIAL STATMENET RELATING TO 

THE BONDS OR A SUPPLEMENT OR AMENDMENT TO ANY SUCH OFFICIAL 

STATEMENT. 

 

THIS REPORT CONTAINS CERTAIN AUDITED FINANCIAL, OPERATING AND OTHER 

DATA AS OF JUNE 30, 2009 AND 2008 AND FOR THE TWELVE MONTH PERIODS 

ENDED JUNE 30, 2009 AND 2008.  WCHS AND THE OBLIGATED GROUP HAVE 

UNDERTAKEN NO RESPONSIBILITY TO UPDATE THIS REPORT SINCE THAT DATE 

AND DISCLAIM ANY OBLIGATION TO UPDATE THIS REPORT OR TO FILE ANY 

REPORTS OR OTHER INFORMATION WITH THE REPOSITORIES OR ANY OTHER 

PERSON EXCEPT AS SPECIFCALLY REQUIRED BY THE UNDERTAKING. 

 

This report may contain certain ñforward-looking statementsò which involve known and 

unknown risks and uncertainties inherent in the operation of healthcare facilities.  All statements 

other than statements of historical information provided herein may be forward-looking 

statements.  Without limiting the foregoing, the words ñbelieves,ò ñestimates,ò ñanticipates,ò 

ñplans,ò ñintends,ò ñscheduled,ò ñexpectsò and similar expressions are intended to identify 

forward-looking statements.  Factors that could cause actual results to differ materially from 

those reflected in the forward-looking statements include, but are not limited to, competition 

from other healthcare facilities, federal and state regulation of healthcare providers, and 

reimbursement policies of state and federal governments and managed care organizations.  

Readers are cautioned not to place undue reliance on these forward-looking statements, which 
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reflect managementôs analysis, judgment, belief or expectation only as of the date hereof.  

WCHS and the Obligated Group undertake no obligation to publicly revise these forward-

looking statements to reflect events or circumstances that arise after the date hereof. 

 

 

SUMMARY AUDITED FINANCIAL INFORMATION  

 

Summary Audited Statement of Operations of Obligated Group 

 

Attached hereto as Exhibit B , is a Summary Audited Statement of Operations of the Obligated 

Group for the twelve months ended June 30, 2009 and 2008 which was derived by management 

from audited financial statements.  The audited financial statements include all adjustments, 

consisting of normal recurring accruals, which WCHS considers necessary for a fair presentation 

of the results of operations for these periods.  The Summary Audited Statement of Operations 

should be read in conjunction with the Consolidated Financial Statements of the Consolidated 

Group for the twelve months ended June 30, 2009. 

 

Managementôs Discussion of Recent Financial Performance of Obligated Group 

 

The Obligated Group had an operating excess of $6.8 million (representing 2.7% of total 

revenue) for the twelve months ended June 30, 2009 as compared to an operating excess of $13.0 

million (representing 5.3% of total revenue) for the same period in 2008.  The decline is 

primarily related to 1) decline in admissions of 1.6%, 2) an increase in charity care, and 3) 

investment in new programs and services.   

Jun. '09 Jun. '08

Net patient service revenue 243,097,039$         235,925,802$         

Rental income, net of expense 1,829,924               1,602,254               

Gain (loss) on disposal of assets 158,827                  677,285                  

Other revenue 3,223,913               2,280,236               

Equity earnings in affiliates 3,078,871               5,239,890               

Net assets released from restrictions for operations 526,271                  496,310                  

Total operating revenue 251,914,845           246,221,777           

Salaries and wages 99,707,210             96,138,435             

Professional fees 9,284,943               9,749,280               

Supplies and other expenses 108,979,967           102,871,965           

Interest expense 896,008                  1,004,256               

Depreciation and amortization 14,062,472             11,299,583             

Provision for bad debts 12,231,433             12,176,805             

Total expenses 245,162,033           233,240,324           

6,752,812$             12,981,453$           Operating income

Excess from Operations - Obligated Group

Fiscal Year-to-Date

Revenue

Expenses

 



 

 4 

Net patient service revenue of the Obligated Group for the twelve months ended June 30, 2009 

increased 3.0% over net patient service revenue for the same period in 2008 resulting from, 1) 

hospital related rate increases of approximately 3.1% as approved by the State of Maryland 

Health Services Cost Review Commission (ñHSCRCò) resulting in net revenue of approximately 

$3.1 million, 2) hospital inpatient volume decline of 1.6% or approximately $2.5 million, and 3) 

net outpatient revenue of $7.0 million as a result of both volume and rate increases.  Case mix 

period to period remained relatively flat.  Total revenue of the Obligated Group for the period 

ended June 30, 2009 was $251.9 million, representing an increase of 2.3% above the same period 

in 2008.  This was primarily related to 1) the increase of $7.2 million in hospital net patient 

service revenue, 2) other operating revenue increased 41.4% over the same period in 2008 

primarily the result of retrospective premium credits related to liability insurance obtained 

through Antietam Insurance Company, Ltd (a consolidated group member), and 3) a decline in 

equity earnings in affiliates from the same period in 2008 related to the Obligated Groupôs 

interest in Maryland Care, Inc. (d/b/a Maryland Physicians Care).   

 

Expenses for the period were $245.2 million, representing an increase of 5.1% above the same 

period in 2008.  Salaries and wages for the period increased by 3.7% over the same period in 

2008 due to wage increases granted to employees and increases in full time equivalents.  The 

increase in full time equivalents can be attributed to 1) the full implementation of an admission 

unit which has improved patient flow, 2) an increase in nursing staff to address appropriate 

nursing care hours and to eliminate the dependence on agency or contracted employees, and 3) 

investment in staff for new programs and services.  All agency contracts have been eliminated as 

of January 2009.  Professional fees for the period decreased 4.8% over the same period in 2008 

due to 1) transferring Womenôs Health (an OB/GYN practice) and the Urgent Care Centers to 

Antietam Health Services, Inc. (a consolidated group member) and 2) the replacement of the 

emergency department physicians group with a group that does not require a subsidy.  These 

activities took place in October 2008.  These costs have been offset as a result of the 

implementation (March 2008) of the primary angioplasty program requiring on-call payments for 

interventional cardiologists to support the program.  Supplies and other expenses for the twelve 

month period increased by 5.9% over the same period in 2008 as a result of 1) employee benefits 

related to the increase in health insurance costs, increase in pension plan expense, and an 

increase in retirement plan contributions which is the result of a successful program to increase 

both participation and level of participation, 2) medical supplies, excluding pharmaceuticals, 

primarily prosthesis and implants some of which is attributed to the primary angioplasty program 

that began in March 2008, 3) contracted services related to outsourcing of linen services, offset 

by the transition of the wound center from a contract management arrangement to in-house, 4) 

purchased lab services related to an increase in rate, and 5) overall increase in length of stay 

increase of .1 days over the same period in 2008.  Depreciation and amortization increased over 

the same period in 2008 as a result of the accelerated write-off of equipment that will not move 

to the replacement facility as well as existing buildings.   

 

In response to weaker volumes and increases in length of stay, the Hospital has identified over 

$4.5 million in improvement plans which were phased in beginning March 2009.  These include 

1) staffing reductions of approximately 30 FTEs, 2) supply usage to include lower cost 

alternatives, 3) service expansion/enhancement, and 4) deferral of the FY 2010 merit increase 

until December 2009 which includes a lower merit guide to match the lower rates received from 

the HSCRC.  With these plans place in place, the Obligated Group realized an operating excess 
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of $3.2 million (as shown below) in the last four months of the fiscal year and have provided a 

solid foundation to begin FY 2010.   

 

8 Months 4 Months Fiscal YTD

Jul. '08 - Feb. '09 Mar. '09 - Jun. '09 Jun. '09

Operating income 3,584,938$             3,167,874$             6,752,812$             

Non-operating gains (losses), net

Investment income 601,879                  124,993                  726,872                  

Realized gains (losses) on investments (2,426,059)              (577,787)                 (3,003,846)              

Unrealized gains (losses) on investment (18,303,277)            11,097,394             (7,205,883)              

Other, net (393,062)                 (180,778)                 (573,840)                 

Excess from Operations (16,935,581)$          13,631,696$           (3,303,885)$            

Excess from Operations - Obligated Group

 
 

The Hospital has placed into operations several new services requiring investments of $3.3 

million over the same period in 2008.  These services include 1) a bariatric surgery program 

($0.2 million), 2) continuation/expansion of the primary angioplasty program ($2.3 million), and 

3) Professional Court Imaging featuring a new 3.0T MRI which is one of only 3 in the state of 

Maryland ($0.8 million).  Initial results for all of these programs have been favorable.  In 

addition, the Hospital has been approved to perform non-primary angioplasty which will begin in 

July 2009 and is expected to add over 1,600 cases of which 25% will be randomized to other 

facilities as part of the research program.  We expect these services to enhance our position for 

years to come.   

  

In April 2009, the Health Systemôs affiliate, Tri-State Health Partners was deemed to be 

clinically integrated by the Federal Trade Commission.  This initiative is only the third such 

program to receive approval in the nation.  It is based upon proven clinical improvements which 

will enable the entire Health System and its medical staff to improve care provided in the 

community in addition to enhancing relationships with payers. 

 

 Non-operating losses for the twelve month period ended June 30, 2009 were $10.0 million 

compared to losses of $3.1 million for the same period in 2008. 

  

Jun. '09 Jun. '08

Investment income 726,872$                 1,263,079$              

Realized gains (losses) (3,003,846)               1,656,604                

Unrealized gains (losses) (10,394,248)             (5,397,306)               

SFAS 159 3,188,365                -                           

Other, net (573,840)                  (605,374)                  

Total Non-operating gains (10,056,697)$           (3,082,997)$             

Non-Operating Gains (Losses) - Obligated Group

Fiscal Year-to-Date
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Unrestricted net assets decreased ($15.9 million) for the twelve month period ended June 30, 

2009 compared to an increase of $2.6 million for the same period in 2008.  The change from year 

to year is primarily due to 1) the investment and capital market conditions that impacted both 

general investment holdings and pension investment holdings and 2) other activity which 

includes the transfer of academic assistance funds to Antietam Healthcare Foundation, Inc. (a 

Non-Obligated Group member) and retrospective premium credits from Antietam Insurance 

Company, LTD (a Non-Obligated Group member).  The decrease in the pension funds is 

estimated at approximately $7.8 million for the period ended June 30, 2009 as compared to being 

relatively flat for the same period in 2008.  Although the decrease was significant, the Obligated 

Group continues to and has increased its contributions to the plan and is currently greater than 

80% funded; therefore no restrictions on benefit payments are required.  Management is 

currently evaluating several alternatives to fully fund the pension plan and expects to be fully 

funded within the requirements established by ERISA. 

  

Jun. '09 Jun. '08

(Deficiency) excess of revenue over expenses (3,303,885)$      9,898,456$        

Unrealized gains (losses) -                    (1,999,567)        

Transfer (to) from temporarily restricted net assets 110,064             -                    

Change in pension benefit obligation (12,230,178)      (5,824,199)        

Reversal of accumulated net unrealized gains or losses on 

   investment from the adoption of SFAS 159 (3,188,365)        -                    

Other 2,717,655          483,783             

Increase (decrease) in unrestricted net assets (15,894,709)$    2,558,473$        

Change in Unrestricted Net Assets - Obligated Group

Fiscal Year-to-Date

 
 

Liquidity for the Obligated Group declined as unrestricted dayôs cash on hand decreased from 

110.7 days as of June 30, 2008 to 95.3 days as of June 30, 2009; however, this is an 

improvement from February 2009 which was 83.1 days.  This excludes approximately 4 days of 

restricted cash held as collateral for self insured purposes.  The decline is primarily due to 

unrealized losses on invested funds as a result of the current investment and capital market 

conditions.   

 

Debt service coverage for the Obligated Group decreased to 4.9 as of June 30, 2009 from 10.6 as 

of June 30, 2008.  This is primarily due to operating performance related to the decline in 

inpatient volume in addition to realized investment losses attributed to the current economic 

environment.   

 

Debt to capitalization for the Obligated Group increased to 63.4% at June 30, 2009 from 61.3% 

at June 30, 2008 as a result of capital leases for equipment.  
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Managementôs Discussion of Recent Audited Financial Performance of Consolidated 

Group 

 

The Consolidated Group includes several organizations that are not members of the Obligated 

Group (such organizations that are members of the Consolidated Group but not members of the 

Obligated Group are referred to as ñNon-Obligated Group Membersò).  The Non-Obligated 

Group Members have no obligation with respect to the Bonds or under the Master Indenture and 

none of the assets or revenues of the Non-Obligated Group Members are pledged to support debt 

service on the Bonds or the Notes. 

 

Net patient service revenue of the Consolidated Group for the twelve month period ended June 

30, 2009 increased 5.0% over net patient service revenue for the same period in 2008.  Total 

revenue of the Consolidated Group for the period ended June 30, 2009 was $332.5 million, 

representing an increase of 4.5% above the same period in 2008.  Expenses for the period were 

$325.2 million, representing an increase of 7.1% above the same period in 2008.  The 

Consolidated Group had an operating excess of $7.3 million (representing 2.2% of total revenue) 

for the twelve months ended June 30, 2009 as compared to an operating excess of $14.4 million 

(representing 4.5% of total revenue) for the same period in 2008.   

  

Jun. '09 Jun. '08

Operating revenue 332,527,554$         318,129,248$         

Operating expense 325,231,184           303,705,838           

Operating income 7,296,370$             14,423,410$           

Excess from Operations - Consolidated

Fiscal Year-to-Date

 

Non-operating losses for the twelve month period ended June 30, 2009 were $9.8 million 

compared to $2.4 million for the same period in 2008. 

 

Jun. '09 Jun. '08

Investment income 1,297,800$              1,594,536$              

Realized gains (losses) (3,422,490)               1,801,534                

Unrealized gains (losses) (10,791,711)             (5,835,955)               

SFAS 159 3,266,334                -                           

Other, net (117,307)                  73,905                     

Total Non-operating gains (9,767,374)$             (2,365,980)$             

Non-Operating Gains (Losses) - Consolidated

Fiscal Year-to-Date

 

Included within the Consolidated Group, is a wholly owned insurance captive that provides 

primary limits of insurance of $1 million per occurrence/$3 million aggregate for professional 

and general liability.  The professional liability coverage is provided on a claims-made basis.  In 

addition, the insurance captive purchased reinsurance from an ñAò rated re-insurer, as rated by 

AM Best, in the amount of $10 million to cover any potential liabilities above the $1 million/$3 

million primary limits, which were covered by the insurance captive.  The reserves, including 
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retrospective premium credits, were $8,342,003 and $7,033,247 as of June 30, 2009 and 2008, 

respectively. 

 

Attached hereto as Exhibit C , is a comparison of the audited financial performance of the 

Consolidated Group to the Obligated Group for the twelve months ended June 30, 2009 and 2008 

which was derived by management from the audited financial statements. 

 

 

HISTORICAL UTILIZATION OF SERVICES  

 

The table attached hereto as Exhibit D  summarizes the audited utilization of services at the 

Obligated Groupôs acute care hospital (Washington County Hospital Association) for the twelve 

month periods ended June 30, 2009 and 2008.  Washington County Hospital experienced a 1.6% 

decrease in the number of admissions and a 1.2% increase in outpatient encounters for the period 

ended June 30, 2009 versus the same period in 2008.   

 

 

THIRD PARTY PAYERS  

 

The table attached hereto as Exhibit E summarizes the audited third party payer percentage of 

net patient service revenue of the Obligated Groupôs acute hospital (Washington County Hospital 

Association) for the twelve month periods ended June 30, 2009 and 2008.   

 

 

ADDITIONAL INFORMATION  

 

Attached hereto as Exhibit F , is the Consolidated Group audited balance sheets as of June 30, 

2009 and June 30, 2008. 

 

Attached hereto as Exhibit G , is the Consolidated Group audited statement of operations for the 

twelve month periods ended June 30, 2009 and June 30, 2008. 

 

Attached hereto as Exhibit H, is the Consolidated Group audited changes in net assets for the 

twelve month periods ended June 30, 2009 and June 30, 2008. 

 

Attached hereto as Exhibit I , is the Project Summary as of June 30, 2009. 

 

Date:  September 28, 2009  WASHINGTON COUNTY HEALTH SYSTEMS, INC. 
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Members of the Obligated Group 

 

 

The Obligated Group consists of WCHS and the following organizations, each of which is 

directly or indirectly controlled by WCHS: 

 

 Washington County Hospital Association (ñWCHAò) 

 Washington County Hospital Endowment Fund, Inc. (ñWCHEFò) 

 Washington County Health System, Inc. (ñWCHSIò) 
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Members Excluded From the Obligated Group 

 

 

WCHS organizations excluded from the Obligated Group consists of the following 

organizations, each of which is directly or indirectly controlled by WCHS: 

 

 Washington County Hospital Endowment Development Company, Inc.  

 Antietam Health Services, Inc. 

 Antietam Healthcare Foundation, Inc. 

 Antietam Insurance Company, LTD 
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Washington County Health Systems Obligated Group 

SUMMARY AUDITED STATEMENT OF OPERATI ONS 

For the Twelve Month Period Ended June 30, 2009 and 2008 

 

 

Jun. '09 Jun. '08

Net patient service revenue 243,097,039$         235,925,802$         

Rental income, net of expense 1,829,924               1,602,254               

Gain (loss) on disposal of assets 158,827                  677,285                  

Other revenue 3,223,913               2,280,236               

Equity earnings in affiliates 3,078,871               5,239,890               

Net assets released from restrictions for operations 526,271                  496,310                  

Total operating revenue 251,914,845           246,221,777           

Salaries and wages 99,707,210             96,138,435             

Professional fees 9,284,943               9,749,280               

Supplies and other expenses 108,979,967           102,871,965           

Interest expense 896,008                  1,004,256               

Depreciation and amortization 14,062,472             11,299,583             

Provision for bad debts 12,231,433             12,176,805             

Total expenses 245,162,033           233,240,324           

6,752,812               12,981,453             

Investment returns, net (9,482,857)             (2,477,623)             

Other, net (573,840)                (605,374)                

Total non-operating gains (losses), net (10,056,697)           (3,082,997)             

(3,303,885)$           9,898,456$             (Deficiency) excess of revenue over expenses

Fiscal Year-to-Date

Revenue

Expenses

Operating income

Non-operating gains (losses), net
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Washington County Health Systems, Inc.  

SUMMARY AUDITED FINANCIAL IN FORMATION  

As of and For the Twelve Month Periods Ended June 30, 2009 and 2008 

 

2009 2008 2009 2008

Income Statement

Net patient service revenue 291,062,842  277,080,198  243,097,039   235,925,802   

Total revenue 332,527,554  318,129,248  251,914,845   246,221,777   

Total expense 325,231,184  303,705,838  245,162,033   233,240,324   

Operating income 7,296,370      14,423,410    6,752,812       12,981,453     

Non-operating gains(losses) (9,767,374)     (2,365,980)     (10,056,697)   (3,082,997)     

Excess (deficiency) of revenue over expenses (4,087,522)     9,881,859      (3,303,885)     9,898,456       

Interest expense 1,085,425      1,281,058      896,008          1,004,256       

Depreciation and amortization 15,486,584    12,531,283    14,062,472     11,299,583     

Income tax expense 1,238,204      1,692,812      -                 -                 

Debt Services

Excess available for debt service (EBITDA) 4.1% 8.0% 4.6% 9.0%

Balance Sheet

Unrestricted cash and investments 75,087,096    80,188,896    60,340,281     67,324,916     

Total assets 526,103,151  512,600,578  496,383,280   484,675,812   

Current portion of long-term debt 5,532,503      4,925,086      4,821,749       4,241,796       

Long-term debt 275,799,960  277,560,577  273,431,711   274,858,548   

Unrestricted net assets 153,538,350  171,526,752  151,827,447   167,627,060   

Profitability

Operating margin 2.2% 4.5% 2.7% 5.3%

Excess margin -1.3% 3.1% -1.4% 4.1%

Excess margin (excl. unrealized gains/losses) 1.0% 4.9% 1.6% 6.2%

Liquidity

Days cash on hand 88.5               100.5             95.3                110.7              

Leverage

Debt service coverage 4.74               9.19               4.89                10.63              

Debt to capitalization 62.7% 60.9% 63.4% 61.3%

Consolidated Group Obligated Group

Year-to-date June 30, Year-to-date June 30, 

 

Debt service coverage

Days cash on hand during construction

Days cash on hand after construction

Obligated Group Required

Bond Covenants

4.89

95.3

n/a

1.15

45.0

70.0
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Washington County Health Systems Obligated Group 

AUDITED HOSPITAL UTILIZATION  STATISTICS 

For the Twelve Month Period Ended June 30, 2009 and 2008 

 

Jun. '09 Jun. '08

Licensed Beds 286                    292                    

Patient Days 78,057               77,406               

Admissions 18,208               18,509               

Length of Stay 4.3                     4.2                     

Average Daily Census 213.9                 211.5                 

Outpatient Visits
(1)

209,356             206,784             

FTE Paid 1,785                 1,775                 

MSGA 9,353                 9,523                 

Pediatric 505                    526                    

Obstetric 2,075                 2,120                 

Intensive Care 2,778                 2,938                 

Psychiatric 1,027                 901                    

Rehabilitation 460                    449                    

Total Acute 16,198               16,457               

Newborns 2,010                 2,052                 

Total Acute + Newborns 18,208               18,509               

Emergency Room 67,744               65,128               

Rapid Diagnostic Center 1,733                 1,678                 

Total Emergency Department Visits 69,477               66,806               

Inpatient 4,135                 4,315                 

Outpatient 4,311                 4,466                 

Total Surgeries 8,446                 8,781                 

(1)
Excludes Urgent Care visits for Oct. 2007 - Jun. 2008

Emergency Department Visits

Surgeries

Fiscal Year-to-Date

Washington County Hospital Association

Admissions Summary
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Washington County Health Systems Obligated Group 

AUDITED THIRD PAR TY PAYER INFORMATION  

For the Twelve Month Period Ended June 30, 2009 and 2008 

 

 

Jun. '09 Jun. '08

Medicare 46.39% 44.96%

Medicaid 9.72% 9.07%

Blue Cross 11.70% 12.02%

Commercial 14.39% 13.56%

Managed Care 8.09% 9.48%

Self Pay 6.99% 8.36%

Other 2.72% 2.55%

100.00% 100.00%

Fiscal Year-to-Date

Washington County Hospital Association

(As a % of Gross Revenue)

Total  
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Washington County Health Systems, Inc. 

AUDITED CONSOLIDATED  BALANCE SHEET  

As of June 30, 2009 and 2008 

Jun. '09 Jun. '08

Current assets:

Cash and cash equivalents 19,781,549$         16,459,623$         

Restricted cash 2,572,167             2,512,013             

Short-term investments 4,587,393             2,518,210             

Current portion of assets whose use is limited 17,152,451           6,219,495             

Accounts receivable, net 45,647,620           43,129,363           

Supplies 8,756,508             7,906,236             

Prepaid and other current assets 5,608,361             4,420,586             

104,106,049         83,165,526           

Equity investments in affiliates 13,920,632           12,290,912           

Board designated funds 50,718,154           61,211,063           

Supplemental retirement benefit investments 1,915,613             1,992,511             

Temporarily and permanently restricted donor funds 813,569                1,132,628             

Assets held by trustee for debt service and construction 164,014,907         239,512,977         

Funds designated for insurance purposes 7,347,639             6,436,165             

224,809,882         310,285,344         

Property, plant, and equipment, net 172,834,984         97,379,329           

Prepaid retirement benefits -                        1,451,762             

Pledges receivable, net 3,796,976             2,141,658             

Deferred financing costs, net 3,183,681             3,188,586             

Other assets 3,450,947             2,697,461             

183,266,588         106,858,796         

526,103,151         512,600,578         

Accounts payable and accrued expenses 27,077,904           15,084,143           

Accrued salaries, wages, and withholdings 7,840,016             7,734,481             

Accrued compensation benefit 14,313,900           13,012,438           

Advances from third-party payors 6,073,679             5,835,783             

Current portion of long-term debt 5,532,503             4,925,086             

60,838,002           46,591,931           

Long-term debt, net of current portion 275,799,960         277,560,577         

Accrued retirement benefits 11,333,898           1,992,511             

Asset retirement obligation 1,893,825             1,794,150             

Other long-term liabilities 11,879,599           6,428,103             

361,745,284         334,367,272         

Net assets

Unrestricted 153,538,350         171,526,752         

Temporarily restricted 9,790,899             5,677,936             

Permanently restricted 1,028,618             1,028,618             

164,357,867         178,233,306         

526,103,151$       512,600,578$       Total liabilities and net assets

Total current assets

Total assets whose use is limited

Total other assets

Total current liabilities

Total liabilities

Total net assets

Fiscal Year-to-Date

Assets

Assets whose use is limited

Total assets

Liabilities and Net Assets
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Washington County Health Systems, Inc. 

AUDITED CONSOLIDATED STATEMENT OF OPERATIONS  

For the Twelve Month Period Ended June 30, 2009 and 2008 
 

Jun. '09 Jun. '08

Net patient service revenue 291,062,842$    277,080,198$    

Sales 28,909,335        28,362,673        

Rental income, net of expense 1,835,489          1,739,952          

Gain (loss) on disposal of assets 148,650             1,087,758          

Other revenue 5,436,831          3,943,957          

Equity earnings in affiliates 4,153,193          4,280,474          

Net assets released from restrictions for operations 981,214             1,634,236          

Total operating revenue 332,527,554      318,129,248      

Salaries and wages 134,329,206      125,999,622      

Professional fees 10,427,459        11,263,976        

Cost fo goods sold 19,537,132        19,183,744        

Supplies and other expenses 130,981,438      120,456,436      

Interest expense 1,085,425          1,281,058          

Depreciation and amortization 15,486,584        12,531,283        
Provision for bad debts 13,383,940        12,989,719        

Total expenses 325,231,184      303,705,838      

7,296,370          14,423,410        

Investment returns, net (9,650,067)        (2,439,885)        

Other, net (117,307)           73,905               

Total non-operating gains (losses), net (9,767,374)        (2,365,980)        

Minority interest (378,314)           (482,759)           

Provision for income taxes (1,238,204)        (1,692,812)        

(4,087,522)$      9,881,859$        

Operating income

Non-operating gains (losses), net

(Deficiency) excess of revenue over expenses

Fiscal Year-to-Date

Revenue

Expenses
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Washington County Health Systems, Inc. 

AUDITED CONSOLIDATED STATEMENT OF CHANGES IN NET ASSETS  

For the Twelve Month Period Ended June 30, 2009 and 2008 

 

 

Jun. '09 Jun. '08

(Deficiency) excess of revenue over expenses (4,087,522)$      9,881,859$        

Unrealized gains (losses) -                    (1,890,349)        

Transfer (to) from temporarily restricted net assets 119,741             (9,669)               

Change in pension benefit obligation (12,230,178)      (5,824,199)        

Reversal of accumulated net unrealized gains or losses on 

   investment from the adoption of SFAS 159 (3,266,334)        

Other 1,475,891          (99,674)             

Increase (decrease) in unrestricted net assets (17,988,402)      2,057,968          

Contributions 5,181,362          3,246,099          

Net realized and unrealized gains (losses) on investments 32,556               52,433               

Transfer (to) from unrestricted net assets (119,741)           9,669                 

Net assets released from restrictions (981,214)           (1,634,236)        
Increase (decrease) in temporarily restricted net assets 4,112,963          1,673,965          

Increase (decrease) in net assets (13,875,439)      3,731,933          

Beginning of year 178,233,306      174,501,373      

164,357,867$    178,233,306$    

Net assets

End of year

Fiscal Year-to-Date

Unrestricted net assets

Temporarily Restricted Net Assets
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The Curtainwall and Masonry Contractors took the stage on the exterior of the building.  Both 

window and brick work was substantially completed on the south, west, and north elevations of the 

building.  Remaining work on these elevations include entry areas leading into Emergency and 

Imaging, and the windows at the perimeter of Surgery.  The Masonry contractor began their 

exterior work on the Administrative area starting near the existing Orange Entrance of the 

Robinwood Medical Center.  The bulk of the remaining work for the masonry contractor includes 

the Administrative wing, Ambulatory, and Admitting.  Completion expected by August and look 

to begin the punch-out process in July. 

 

A substantial amount of concrete curb was installed in the west and north parking lots, and on the 

east lot immediately adjacent to the Robinwood Medical Center.  Stone base was also installed for 

these lots.  Paving in these areas is expected in July and will be barricaded from vehicular traffic as 

it is not intended for use for staging purposes.  Nearly 75% of the site light poles have been 

installed.  Removed the fill stockpile from the south end of the site and moved to the offsite waste 

piles.  Topsoil re-spreading operations also began after the concrete curbing work was in place.   

 

The wall close-in inspection process began in the 5
th
 and 4

th
 floors of the South Tower.  Extensive 

coordination and multiple reviews and tours took place in order to confirm every last detail in 

these areas, particularly within the patient rooms.  Vacuum locations, night light location 

preferences, VAV locations, and several other issues were all part of this review process.  Critical 

Care and Progressive Care floors in the West and East Towers will likely present additional 

coordination items. 

 

Substantial work on MEP rough-in began in the boiler room area, including much of the 12ò and 

16ò chilled water and steam piping.  The cooling tower was also set above the roof of this area as 

well.  Pre-fabricated materials are now flowing into this space.  Dedicated crews are assigned to 

this area, and their work tasks will keep them in this area for many months to come.  With major 

equipment deliveries planned in July and August, including air handlers and the chiller, additional 

forces will also be expected from these groups particularly in the 3
rd

 floor South Tower mechanical 

area. 

 

Rain was a factor this period.  There was 5.5ò this month which caused 12 lost days for the exterior 

trades.  Our daily manpower count topped out at 409. 

 

Upcoming Activities & Issues 

  
In the month of June, the drywall installation and finishing process began.  With a solid temporary air and 

dehumidification plan now in place, the ñfinishingò process will begin in the South Tower.  Prime and first 

coat of painting will begin, followed by items such as low voltage cabling, flooring systems, ceiling grid, 

and cabinetry work.   

 

Ai r Handler Unit #5 will be tested in mid July.  AHUôs 1-4 will then follow and all five units are expected 

to be onsite by September.  This will provide a large amount of MEP work on the 3
rd

 floor mechanical 

space in the South Tower and in the substation area of the first floor West Tower.  Saturday work crews 

will be strongly considered for these areas.   
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MV-1 is scheduled to ship the week of July 24, 2009.  With Allegany Power feeds already pulled into the 

main electrical room and exterior metering cabinets already installed, the July arrival of MV-1 should 

guarantee the availability of permanent power by September 2009.  

 

As of June 30, 2009, construction and other project related costs are $142.6 million. Funding for 

these costs consist of $130.9 million from bond proceeds and $11.7 million from equity 

contributions.  To date, management believes that funding is on target with original projections.  

Change orders to date amount to $4.7 million, related to 1) drilled piers, $1.2 million, 2) flowable 

fill , $0.8 million, 3) redesign 2
nd

 and 3
rd

 floor, $1.2 million, 4) soils, $0.3 million, 5) electrical & 

lighting, $0.3 million, and 6) other, $0.9 million. 

 

WCHSI Equity Bond Proceeds Total

GMP -$                  57,256,014$      57,256,014$      

Architect/Engineering/Consulting 10,832,256        2,156,990          12,989,246        

Connection and Sewer Fees -                    7,090,855          7,090,855          

Other costs 366,079             701,467             1,067,546          

Capitalized Interest Fund -                    37,217,911        37,217,911        

Debt Service Reserve Fund -                    18,318,255        18,318,255        

Cost of Issuance 400,391             2,744,326          3,144,717          

Repayment of debt 65,001               5,407,732          5,472,733          

Total 11,663,727$      130,893,550$    142,557,277$    

Project Costs
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