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Independent Auditor's Report

Board of Directors
Saint Luke's Hospital of Trenton
d/b/a Wright Memorial Hospital

We have audited the accompanying financial statements of Saint Luke's Hospital of Trenton d/b/a Wright
Memorial Hospital, which comprise the balance sheets as of December 31,2019 and 2018, 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 of 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. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

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

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

Opinion

In our opinion, the financial statements referred to previously present fairly, in all material respects, the
financial position of Saint Luke's Hospital of Trenton d/b/a Wright Memorial Hospital as of December 31,
2019 and 2018, and the results of its operations, changes in its net assets, and its cash flows for the years
then ended in accordance with accounting principles generally accepted in the United States of America.

534 S. Kansas Ave., Suite 1500, Topeka, Kansas 66603-3491 - (785)233-4226 - (888)272-9665 - FAX: (785)233-6830
www.wnnjcpa.com - EMAIL: wnnj@wnnjcpa.com



Change in Accounting Principle

As discussed in Note A12 to the financial statements, management has adopted Financial Accounting
Standards Board (FASB) Accounting Standards Update (ASU) 2016-02, "Leases." Our opinion is not modified
with respect to this matter.

V\AAI&U Noe Nelson: Johnsan LLC

Topeka, Kansas
May 7, 2020
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Saint Luke's Hospital Of Trenton
d/b/a Wright Memorial Hospital
Balance Sheets
December 31,

Assets

Current assets
Cash
Patient accounts receivable
Other receivables
Due from affiliates
Estimated third-party payor settlements
Inventories
Prepaid expenses

Total current assets

Beneficial interest in net assets of Foundation

Property and equipment, net

Other assets

Right-of-use lease assets

Total assets

2019 2018
$ 2,684,379 $ 2,508,577
3,807,541 4,294,182
78,438 88,514
99,778 279,704
1,605,891 1,324,553
649,644 545,705
104,943 458,018
9,030,614 9,499,253
193,257 177,082
2,364,838 2,458,309
34,401
15,417,653

$27,040,763

$12,134,644

The accompanying notes are an integral part of these statements.



Liabilities and Net Assets

Current liabilities

Current portion of right-of-use lease obligations

Accounts payable
Trade
Due to affiliates
Estimated third-party payor settlements
Accrued salaries and benefits
Accrued compensated absences
Total current liabilities
Right-of-use lease obligations
Due to Trustee
Total liabilities
Net assets
Without donor restrictions
With donor restrictions

Total net assets

Total liabilities and net assets

2019 2018
$ 1,515,239 $ -
1,642,803 799,985
347,928 378,512
170,337 2,038,560
424,841 329,256
568,091 472,584
4,669,239 4,018,897
13,735,571
346,035 1,370,359
18,750,845 5,389,256
8,096,661 6,568,306
193,257 177,082
8,289,918 6,745,388

$27,040,763

$12,134,644




Saint Luke's Hospital of Trenton
d/b/a Wright Memorial Hospital
Statements of Operations
Year ended December 31,

2019 2018
Changes in net assets without donor restrictions
Revenues, gains, and other support
Patient service revenue $32,895,510 $30,698,844

Other revenues 526,979 408,878
Total revenues, gains, and other support 33,422,489 31,107,722
Expenses
Salaries and wages 11,000,068 11,069,177
Employee benefits 3,104,151 2,996,539
Purchased services, supplies, and other 17,313,649 16,473,969
Depreciation and amortization 538,973 691,640
Total expenses 31,956,841 31,231,325
Operating income (loss) 1,465,648 (123,603)
Other income and expense
Investment income 1,157 267
Contributions 150
Fundraising expenses (40,116) (17,981)
Other expenses (38,893) (41,443)
(77,852) (59,007)
Excess of revenues over (under) expenses 1,387,796 (182,610)
Transfer from Foundation 22,835
Affiliate transfers, net 140,559 20,917
Change in net assets without donor restrictions $ 1,528,355 $ (138,858)

The accompanying notes are an integral part of these statements.



Saint Luke's Hospital of Trenton
d/b/a Wright Memorial Hospital
Statements of Changes in Net Assets
Years ended December 31, 2019 and 2018

Without With
donor donor
restrictions restrictions
Net assets at December 31, 2017 S 6,707,164 S 157,579
Excess of expenses over revenues (182,610)
Transfer from Foundation 22,835 (22,835)
Affiliate transfers, net 20,917
Change in beneficial interest in net assets of Foundation 42,338
Net assets at December 31, 2018 6,568,306 177,082
Excess of revenues over expenses 1,387,796
Affiliate transfers, net 140,559
Change in beneficial interest in net assets of Foundation 16,175
Net assets at December 31, 2019 S 8,096,661 S 193,257

The accompanying notes are an integral part of these statements.



Saint Luke's Hospital of Trenton
d/b/a Wright Memorial Hospital
Statements of Cash Flows
Year ended December 31,

2019 2018

Cash flows from operating activities
Change in net assets S 1,544,530 S (119,355)
Adjustments to reconcile change in net assets to
net cash provided by operating activities

Depreciation and amortization 538,973 691,640
Provision for implicit price concessions 2,545,313 2,362,358
Undistributed portion of change in beneficial
interest in net assets of Foundation (16,175) (42,338)
Changes in assets and liabilities
Patient accounts receivable (2,058,672) (1,039,025)
Estimated third-party payor settlements (2,149,561) 1,949,368
Inventories and other current assets 259,212 (80,901)
Accounts payable and accrued expenses 899,318 246,532
Other assets (34,401)
Right-of-use lease assets and obligations (166,843)
Due to and from affiliates 149,342 (3,093,913)
Net cash provided by operating activities 1,511,036 874,366
Cash flows from investing activities
Acquisition of property and equipment (310,910) (368,712)
Net cash used by investing activities (310,910) (368,712)
Cash flows from financing activities
Change in amount due to Trustee (1,024,324)
Transfer of funds from Foundation 22,835
Net cash provided (used) by financing activities (1,024,324) 22,835
Net change in cash 175,802 528,489
Cash at beginning of year 2,508,577 1,980,088
Cash at end of year S 2,684,379 S 2,508,577

The accompanying notes are an integral part of these statements.



Saint Luke's Hospital of Trenton
d/b/a Wright Memorial Hospital
Notes to Financial Statements
December 31, 2019 and 2018

Note A - Description of Organization and Summary of Significant Accounting Policies

Saint Luke's Hospital of Trenton d/b/a Wright Memorial Hospital (the Hospital) is a not-for-profit corporation
organized to operate an acute care hospital facility located in Trenton, Missouri. It began operating the
Hospital on March 1, 1995.

Saint Luke's Health System, Inc. (the System), is the sole voting member of the Hospital. The System is a not-
for-profit Kansas corporation, which operates an integrated health care delivery system serving the greater
Kansas City metropolitan area and surrounding communities.

On April 1, 1995, the Hospital entered into an agreement (the Agreement) with Trenton Trust Company as
trustee under an irrevocable trust agreement dated September 20, 1932 (the Trust). Trenton Trust
Company, the original trustee for the Trust, has since been succeeded by Citizens Bank and Trust Company
(the Trustee) as trustee for the Trust. The Trust, for many years, owned and operated Wright Memorial
Hospital (WMH). It delegated to the Hospital the responsibility to operate WMH when the Agreement was
executed. The Agreement required the Hospital to continue operating the hospital facility under the name
of WMH. The Agreement also leased WMH's real estate, facilities, and equipment to the Hospital.

The Agreement had an initial term of ten years, although it could be terminated by either party after the
second year of the Agreement with notice of termination one year prior to the intended termination date.
During 2002, an amendment to the Agreement extended its term an additional five years from the original
expiration date. The Agreement also provided an option to the Hospital to purchase the facility at an
agreed-upon price at any time during the term of the Agreement. The System unconditionally guaranteed
the obligations of the Hospital pursuant to the Agreement. The terms of the Agreement required the
Hospital to make lease payments to the Trustee equal to 3 percent of adjusted operating revenue (adjusted
for selected capital items and bad debt expense).

On September 2, 2009, the Agreement was amended and restated (Restated Agreement) in connection with
the Trust incurring $30,000,000 of debt to finance construction of a new hospital facility. The Restated
Agreement is for an initial term of twelve years commencing on April 12, 2011, the date that the Hospital
occupied the new facility. The obligations of the Trust, System, and Hospital remained in effect as stated in
the Agreement until then. Effective on the date of occupancy, the Hospital makes lease payments to the
Trustee equal to the Trust's regularly scheduled debt service payments required by the debt less any interest
earned by bond reserve funds. The Restated Agreement provides the Hospital an option to purchase the
new facility at an agreed-upon price at any time during the term of the Restated Agreement. The Hospital
also has the option to extend the Restated Agreement for five additional periods of five years each with
lease payments determined in the same manner as during the initial term. On December 1, 2019, in
connection with the Trust refunding the debt used to finance the construction of the new hospital facility,
the Hospital agreed to waive their right to give notice of nonrenewal for the first additional five-year period.

In conjunction with the Agreement, the Hospital acquired the net working capital of WMH at the date of
inception. A liability has been established for settlement of the acquisition of the net working capital.
Payment of this obligation is due upon termination of the Agreement.

A summary of the significant accounting policies consistently applied in the preparation of the accompanying
financial statements follows. 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 and reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates.



Saint Luke's Hospital of Trenton
d/b/a Wright Memorial Hospital
Notes to Financial Statements - Continued
December 31, 2019 and 2018

Note A - Description of Organization and Summary of Significant Accounting Policies - Continued

1. Cash and cash equivalents

For purposes of the statement of cash flows, cash and cash equivalents include all liquid investments with
original maturities of three months or less.

2. Inventories

Inventories are stated at the lower of cost or net realizable value with cost determined on the first-in, first-
out method.

3. Beneficial interest in net assets of Foundation

Wright Memorial Hospital Foundation, Inc. (the Foundation), is a not-for-profit corporation established to
raise funds to promote, advance, encourage, assist, and support the growth, development, and operation of
WMH and the services provided by it. The Hospital and the Foundation are financially interrelated
organizations. As such, the Hospital recognizes as an asset its interest in the net assets of the Foundation.
At the end of each reporting period, it adjusts the interest for its share of the change in net assets of the
Foundation occurring during that period. Transactions occurring between the two organizations have been
eliminated during the preparation of these financial statements.

4. Property and equipment

Property and equipment are stated at cost. Depreciation of property and equipment is provided on the
straight-line method over the estimated useful lives of the assets. The estimated lives used are generally in
accordance with the guidelines established by the American Hospital Association.

The costs of maintenance and repairs are charged to operating expenses as incurred. The costs of significant
additions, renewals, and betterments to depreciable properties are capitalized and depreciated over the
remaining or extended estimated useful lives of the item or the properties. Gains and losses on disposition
of property and equipment are included in purchased services, supplies, and other expenses.

5. Right-of-use lease assets and obligations

Right-of-use lease assets and obligations are recorded at the present value of the lease payments over the
lease term using the implicit return of the lease or the System's incremental borrowing rate. Rental
escalation clauses and renewal options are factored into the determination of lease payments when
appropriate. Lease and nonlease components of contracts are not separated.



Saint Luke's Hospital of Trenton
d/b/a Wright Memorial Hospital
Notes to Financial Statements - Continued
December 31, 2019 and 2018

Note A - Description of Organization and Summary of Significant Accounting Policies - Continued
6. Net assets

Net assets, revenues, gains, and losses are classified based on the existence or absence of donor or grantor
imposed restrictions. Accordingly, net assets and changes therein are classified and reported as follows:

Net Assets Without Donor Restrictions - Net assets available for use in general operations and not
subject to donor or certain grantor restrictions.

Net Assets With Donor Restrictions - Net assets subject to donor or certain grantor 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.

7. Statement of operations

For purposes of display, transactions deemed by management to be ongoing, major, or central to the
provision of health care services are reported as revenues and expenses. Peripheral or incidental
transactions are reported as other income.

8. Revenue

Patient service revenue is reported at the estimated net realizable amounts from patients, third-party
payors, and others for services rendered, including estimated retroactive adjustments under reimbursement
agreements with third-party payors. Other operating 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 from customers, third-party payors, and others. Primary
categories of other operating revenue include pharmacy revenue, grant revenue, cafeteria revenue, and
other miscellaneous revenue.

9. Excess of revenues over (under) expenses

The statement of operations includes excess of revenues over (under) expenses. Changes in net assets
without donor restrictions which are excluded from excess of revenues over (under) expenses, consistent
with industry practice, include unrealized gains and losses on investments, permanent transfers of assets to
and from affiliates for other than goods and services, and contributions of long-lived assets (including assets
acquired using contributions which by donor restriction were to be used for the purposes of acquiring such
assets).

10. Charity care

The Hospital provides care to patients who meet certain criteria under its charity care policy without charge
or at amounts less than its established rates. Because the Hospital does not pursue collection of amounts
determined to qualify as charity care, they are not reported as revenue.



Saint Luke's Hospital of Trenton
d/b/a Wright Memorial Hospital
Notes to Financial Statements - Continued
December 31, 2019 and 2018

Note A - Description of Organization and Summary of Significant Accounting Policies - Continued
11. Income taxes

The Hospital and the Foundation are not-for-profit corporations as described in Section 501(c)(3) of the
Internal Revenue Code and are exempt from federal income taxes on their related income pursuant to
Section 501(a) of the Code. Management is not aware of any uncertainties in income tax positions. For both
entities, the years ended December 31, 2019, 2018, 2017, and 2016, remain subject to examination for both
federal and state purposes.

12. Adoption of accounting pronouncements

Effective January 1, 2019, the Hospital adopted FASB ASU 2016-02, "Leases." This ASU requires the rights and
obligations arising from lease contracts with durations of greater than twelve months, including existing and
new agreements to be recognized as assets and liabilities on the balance sheet. The ASU changes disclosures
to help financial statement users better understand the amount, timing, and uncertainty of cash flows arising
from leases. This ASU has been implemented using a prospective approach. Prior period financial statement
amounts have not been adjusted to reflect the provisions of this ASU. The Hospital has elected the package
of transition provisions available which allow carryforward of historical assessments of whether contracts are
or contain leases, lease classification, and initial direct costs.

13. Subsegquent events

The Hospital has evaluated subsequent events through May 7, 2020, which is the date the financial
statements were available to be issued. During this period there were no subsequent events requiring
recognition or disclosure in the financial statements.

Note B - Patient Service Revenue

Patient service revenue is reported at the amount that reflects the consideration which the Hospital expects
to be paid for providing patient care. Patient service revenue is recognized as performance obligations are
satisfied based on the nature of the services provided.

Performance obligations are identified based on the nature of the services provided. Revenue associated
with performance obligations satisfied over time is recognized based on actual charges incurred in relation
to total expected (or actual) charges. Performance obligations satisfied over time relate to patients in the
Hospital receiving inpatient acute care services. The Hospital measures the performance obligation from
admission into the Hospital, to the point when there are no further services required for the patient, which is
generally at the time of discharge. For outpatient and physician clinic services, the performance obligation is
satisfied as the patient simultaneously receives and consumes the benefits provided as the services are
performed. In the case of outpatient and physician clinic services, recognition of the obligation over time
yields the same results as recognizing the obligation at a point in time. The Hospital believes that this
method provides a faithful depiction of the transfer of services over the term of the performance obligations
based on the inputs needed to satisfy the obligations.

As the Hospital's performance obligations relate to contracts with a duration of less than one year, the
Hospital has applied the optional exemption provided in FASB ASC 606-10-50-14(a) and, therefore, is not
required to 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 primarily relate to inpatient acute 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.

10



Saint Luke's Hospital of Trenton
d/b/a Wright Memorial Hospital
Notes to Financial Statements - Continued
December 31, 2019 and 2018

Note B - Patient Service Revenue - Continued

The Hospital uses a portfolio approach to account for categories of patient contracts as a collective group
rather than recognizing revenue on an individual contract basis. The portfolios consist of major payor
classes for inpatient revenues and types of services provided for outpatient revenues. Based on historical
collection trends and analyses, the Hospital believes that revenue recognized by utilizing the portfolio
approach approximates the revenue that would have been recognized if the individual contract approach
were used.

The Hospital determines the transaction price, which involves significant estimates and judgment, based on
standard charges for goods and services provided, reduced by explicit and implicit price concessions,
including contractual adjustments provided to third-party payors, discounts provided to uninsured and
underinsured patients in accordance with the Hospital's policy and implicit price concessions based on the
historical collection experience of patient accounts. The Hospital determines the transaction price
associated with services provided to patients who have third-party coverage based on reimbursement terms
per contractual agreements, discount policies, and historical experience. Generally, patients who are
covered by third-party payors are responsible for related deductibles and coinsurance, which vary in
amount. For those patients and for uninsured patients who do not qualify for charity care, the Hospital
determines the transaction price associated with services on the basis of charges, reduced by implicit price
concessions. Implicit price concessions included in the estimate of the transaction price are based on
historical collection experience for applicable patient portfolios. Patients who meet the Hospital's criteria
for charity care are provided care without charge or at amounts less than established rates and such
amounts are not reported as revenue. Subsequent changes to the estimate of the transaction price are
generally recorded as adjustments to patient service revenue in the period of the change.

Agreements with third-party payors typically provide for payments at amounts less than established charges.
A summary of the payment arrangements with major third-party payors follows:

Medicare - Services rendered to Medicare beneficiaries are paid based on varying cost reimbursement
methodologies. The Hospital is paid for cost reimbursable items at tentative rates with final settlement
determined after submission of annual cost reports by the Hospital and audits, or reviews, thereof, by
the Medicare administrative contractor. The Hospital's classification of patients under the Medicare
program and the appropriateness of their admission are subject to an independent review by a peer
review organization. The Hospital's Medicare cost reports have been audited or reviewed by the
Medicare administrative contractor through December 31, 2017.

Medicaid - Hospital services rendered to Medicaid program beneficiaries are paid at prospectively
determined rates. Rural health clinic services rendered to Medicaid beneficiaries are paid based on a
cost reimbursement methodology.

Blue Cross and Blue Shield - All services rendered to patients who are insured by Blue Cross and Blue
Shield are paid on the basis of prospectively determined rates.

Other - The Hospital has also entered into payment agreements with certain commercial insurance
carriers 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.

Laws and regulations governing the Medicare and Medicaid programs are extremely complex and subject to
interpretation. As aresult, there is at least a reasonable possibility that recorded estimates will change by a
material amount in the near term. During the last few years, as a result of nationwide investigations by
government agencies, various health care organizations have received requests for information and notices
regarding alleged noncompliance with these laws and regulations, which, in some instances, have resulted in

11



Saint Luke's Hospital of Trenton
d/b/a Wright Memorial Hospital
Notes to Financial Statements - Continued
December 31, 2019 and 2018

Note B - Patient Service Revenue - Continued

organizations entering into significant settlement agreements. Compliance with such laws and regulations
may also be subject to future government review and interpretation, as well as significant regulatory action,
including fines, penalties, and potential exclusion from Medicare and Medicaid programs. There can be no
assurance that regulatory authorities will not challenge the Hospital's compliance with these laws and
regulations or that the laws and regulations themselves will not be subject to challenge, and it is not possible
to determine the impact (if any) such claims, penalties, or challenges would have on the Hospital.

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. Adjustments arising from a change in the transaction price from changes in estimates due to
settlements of prior years' cost reports and Medicaid settlements increased patient service revenue by
approximately $1,213,000 in 2019 and were not significant in 2018.

In certain instances, the Hospital receives payment in advance of the services provided and considers these
amounts to be contract liabilities. Contract liabilities at December 31, 2019 and 2018, were not significant.

A reconciliation of standard charges by service type to revenue recognized is summarized below:

Patient service charges

2019

2018

Inpatient S 7,852,214 S 8,396,493
Outpatient 49,848,364 45,632,722
Rural health clinic 4,380,231 4,397,709
62,080,809 58,426,924

Contractual adjustments (25,770,855) (24,550,492)
Implicit price concessions (2,545,313) (2,362,358)
Charity care (869,131) (815,230)
Patient service revenue $32,895,510 $30,698,844

12




Saint Luke's Hospital of Trenton
d/b/a Wright Memorial Hospital
Notes to Financial Statements - Continued
December 31, 2019 and 2018

Note B - Patient Service Revenue - Continued

The Hospital has determined that the nature, amount, timing, and uncertainty of revenue and cash flows are

affected by payors and service type. The composition of patient service revenue by primary payor is as
follows:

2019 2018
Medicare 53.6 % 553 %
Medicaid 12.6 11.6
Blue Cross 16.3 15.6
Other third-party payors 15.9 17.3
Patients 1.6 0.2
Patient service revenue 100.0 % 100.0 %

Deductibles, copayments, and coinsurance under third-party payment programs which are the patient's
responsibility are included within the primary payor category in the table above.

The composition of patient service revenue based on service type is as follows:

2019 2018
Inpatient 217 % 229 %
Outpatient 67.9 64.9
Rural health clinic 10.4 12.2

100.0 % 100.0 %

Note C - Charity Care

The Hospital is dedicated to providing both services and leadership in caring for the needy and accepts all
patients regardless of their ability to pay. The cost incurred in providing these services of approximately
$393,000 and $382,000 during the years ended December 31, 2019 and 2018, respectively, is included in the
Hospital's operating expenses and is estimated using the Hospital's prior year overall cost-to-charge ratio. In

addition, the Hospital provides care for medically indigent patients covered under the Medicaid welfare
program at rates substantially below standard charges.

13



Saint Luke's Hospital of Trenton
d/b/a Wright Memorial Hospital
Notes to Financial Statements - Continued
December 31, 2019 and 2018

Note D - Liquidity and Availability

Financial assets and liquidity resources available within one year for general expenditures, such as operating
expenses and capital expenditures not financed with debt, are as follows:

2019 2018

Financial assets

Cash S 2,684,379 S 2,508,577

Patient accounts receivable 3,807,541 4,294,182

Other receivables 78,438 88,514

Due from affiliates 99,778 279,704

Estimated third-party payor settlements receivable 1,605,891 1,324,553

Beneficial interest in net assets of Foundation 193,257 177,082

Total financial assets 8,469,284 8,672,612
Less

Beneficial interest in net assets of Foundation 193,257 177,082
Financial assets not available to be used within on year 193,257 177,082
Financial assets available to meet general expenditures

within one year S 8,276,027 S 8,495,530

14



Saint Luke's Hospital of Trenton
d/b/a Wright Memorial Hospital

Notes to Financial Statements - Continued

December 31, 2019 and 2018

Note E - Beneficial Interest in Net Assets of Foundation

The following is a summary of the assets, liabilities, net assets, revenues and expenses, and changes in net
assets of the Foundation (significant intercompany balances and transactions have been eliminated):

Cash
Pledges receivable

Total assets

Accounts payable

Net assets
Without donor restrictions
With donor restrictions

Total liabilities and net assets

Revenues
Expenses
Transfer to the Hospital

Change in net assets

Note F - Property and Equipment

2019 2018
$ 195,570 $ 124,253
590 52,840

$ 196,160 $ 177,093
S 2,903 S 11
108,134 80,722
85,123 96,360

$ 196,160 $ 177,093
$ 31,269 $ 82,061
(15,094) (39,723)
(22,835)

$ 16,175 $ 19,503

Under the Restated Agreement, the Trustee is responsible for all major replacements and major repairs of
fixed assets, other than major movable equipment. The Hospital is responsible for any replacements or
repairs of fixed assets, other than major movable equipment, that are not major. The Hospital is responsible
for repair, purchase, or replacement of all movable equipment after the effective date of the Restated

Agreement.

Property and equipment are summarized as follows:

Leasehold improvements
Major movable equipment

Less accumulated depreciation

Property and equipment, net

15

2019 2018
S 815,644 S 794,183
8,767,143 8,342,897
9,582,787 9,137,080
7,217,949 6,678,771
S 2,364,838 $ 2,458,309




Saint Luke's Hospital of Trenton
d/b/a Wright Memorial Hospital
Notes to Financial Statements - Continued
December 31, 2019 and 2018

Note G - Leases

The Hospital leases real estate, facilities, and equipment under the Restated Agreement with the Trustee
(see Note A). The Hospital also rents a medical office building and various items of equipment under other
agreements. All of these agreements are classified as operating leases. The Hospital uses the System's
incremental borrowing rate to discount lease payments. The Restated Agreement and the medical office
building agreement both contain automatic renewal options. Only the first five-year renewal period for the
Restated Agreement (Note A) is included in the lease term. All other renewal options are excluded from the
lease term. Through strategic planning and evaluation with both the Hospital and the lessors, the decision to
renew will be made as the leases come closer to the expiration of the initial or first renewal term.

The following table is a summary of leases:

2019 2018
Right-of-use lease assets $15,417,653 S -
Current portion of right-of-use lease obligations S 1,515,239 S -
Noncurrent portion of right-of-use lease obligations 13,735,571
Total right-of-use lease obligations $15,250,810 $ -
Weighted-average remaining term at December 31, 2019 7.9 years
Weighted-average discount rate at December 31, 2019 3.38%

Rental expense for all operating leases consisted of the following:

2019 2018
Under the Restated Agreement S 2,539,430 S 2,456,893
Medical office building 378,150 368,217
All other building and equipment rentals 116,740 102,470

$ 3,034,320 $ 2,927,580
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Saint Luke's Hospital of Trenton
d/b/a Wright Memorial Hospital
Notes to Financial Statements - Continued
December 31, 2019 and 2018

Note G - Leases - Continued

Scheduled future minimum rental payments for noncancellable operating leases are as follows:

2020 S 2,005,712
2021 2,423,200
2022 2,429,635
2023 2,131,900
2024 2,008,583
Thereafter 6,410,333
17,409,363

Less amount of lease payments representing interest (2,158,553)
15,250,810

Less current lease obligations (1,515,239)
$13,735,571

Note H - Retirement Plans

The Hospital participates in a hard-frozen defined benefit pension plan sponsored by the System (the Plan).
The Plan is a multiple-employer, cash-balance pension plan covering all eligible employees of certain System
entities. Benefits are based on each participant's years of service and compensation. Plan assets are
principally invested in U.S. government and agency securities, corporate bonds, equity securities, and
temporary cash investments.

Contributions to the Plan are based on actuarially determined amounts sufficient to meet the benefits to be
paid to plan participants. The System expects to make a $2.1 million contribution to the Plan in 2020. The
System contributed $2.5 million and $1.5 million to the Plan in 2019 and 2018, respectively.

The Hospital also participates in a tax-deferred 403(b) plan and a 401(a) defined contribution retirement
plan sponsored by the System that covers substantially all employees meeting the eligibility requirements
set forth under these plans. The Hospital makes mandatory contributions to the 401(a) plan from 2.0
percent to 4.0 percent of compensation based on years of service and matching contributions of 50 percent
of employee contributions up to 4.0 percent for employees that contribute to the 403(b) plan.

The Hospital recorded expenses of $392,404 and $367,615 related to these plans during the years ended

December 31, 2019 and 2018, respectively, which are included in employee benefits expenses in the
statement of operations.
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Saint Luke's Hospital of Trenton
d/b/a Wright Memorial Hospital
Notes to Financial Statements - Continued
December 31, 2019 and 2018

Note | - Functional Expenses

The financial statements report certain expense categories that are attributable to more than one health
care service function. Therefore, these expenses require an allocation on a reasonable basis that is
consistently applied. Costs not directly attributable to a function, including depreciation, amortization,
interest, and other occupancy costs, are allocated to a function based on a square-footage basis. Employee
benefits are allocated based on salaries, which are recorded based on time and effort.

December 31, 2019

Health care Management

services and general Fundraising Total
Salaries and wages S 9,593,187 $ 1,406,338 $ 543 S 11,000,068
Employee benefits 2,656,556 436,590 11,005 3,104,151
Purchased services, supplies, and other 14,220,379 3,087,059 6,211 17,313,649
Depreciation and amortization 461,290 77,673 10 538,973
Total operating expenses $ 26,931,412 $ 5,007,660 $ 17,769 $ 31,956,841

December 31, 2018

Health care  Management

services and general Fundraising Total
Salaries and wages S 9,388,423 S 1,680,169 S 585 S 11,069,177
Employee benefits 2,473,858 519,177 3,504 2,996,539
Purchased services, supplies, and other 13,357,917 3,110,155 5,897 16,473,969
Depreciation and amortization 616,085 75,545 10 691,640
Total operating expenses $ 25,836,283 $ 5,385,046 S 9,996 $ 31,231,325

Note J - Concentration of Credit Risk

The Hospital grants credit without collateral to its patients, most of who are local residents and are insured
under third-party payor agreements. The mix of patient accounts receivable from patients and third-party

payors is summarized as follows:

2019 2018
Medicare 36.7 % 40.8
Medicaid 11.5 14.1
Blue Cross 9.0 6.6
Other third-party payors 22.1 21.4
Patients 20.7 17.1

100.0 % 100.0
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Saint Luke's Hospital of Trenton
d/b/a Wright Memorial Hospital
Notes to Financial Statements - Continued
December 31, 2019 and 2018

Note J - Concentration of Credit Risk - Continued

At December 31, 2019, the carrying amount of bank deposits was $2,682,858 and the bank balances were
$2,683,858. Of the bank balances, $74,546 was covered by federal depository insurance and $2,609,312
was held in the name of Saint Luke's Health System, Inc., in a pooled account and was uninsured and
uncollateralized. Management assesses the credit risk of the Hospital's primary financial institution on a
quarterly basis and believes the risk associated with the uninsured bank deposits is minimal.

Note K - Medical Malpractice Insurance

For the year ended December 31, 2019, the Hospital was insured for professional liability under a
comprehensive hospital liability policy provided by an independent insurance carrier with limits of
$2,000,000 per occurrence up to an annual aggregate of $6,000,000 for all claims made during the policy
year. The Hospital is also covered by an umbrella policy for liability in excess of the underlying limits set
forth above in the amount of $60,000,000 per occurrence with an aggregate amount in any policy year of
$60,000,000. All coverage is on a claims-made basis. The above policies have been renewed for the policy
period April 1, 2020 to April 1, 2021.

No accrual for possible losses attributable to incidents that may have occurred but that have not been
identified under the Hospital's incident reporting system has been made because the amount is not
reasonably estimable.

Based on historical experience and present conditions, it is the opinion of management that any claims or
expenses for unasserted claims related to periods prior to December 31, 2019, will have no material effect
on the financial statements of the Hospital.

Note L - Related Party Transactions

The Hospital enters into transactions with affiliates. Supplies and other expenses during the years ended
December 31, 2019 and 2018, include $3,059,052 and $3,150,058, respectively, of amounts paid to the
System for shared expenses. The Hospital also purchases various services and supplies through the System
and its other affiliates at cost. The amounts due to and from affiliates are summarized as follows:

2019 2018
Due from affiliates
Saint Luke's Health System, Inc. S 13,325 S 168,099
Saint Luke's Hospital of Kansas City 53,539 84,729
Other inter-system balances 32,914 26,876

$ 99,778 $ 279,704

Due to affiliates
Saint Luke's Health System, Inc. S 168,063 S 150,335

Other inter-system balances 179,865 228,177

S 347,928 S 378,512
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Notes to Financial Statements - Continued
December 31, 2019 and 2018

Note M - Subsequent Events

Subsequent to year-end, the Hospital has experienced disruption from the effects of the worldwide
coronavirus pandemic. The full impact of this unprecedented situation to the Hospital and its financial
condition is presently unknown.
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