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JAMES R. NORTHCUTT -1
Certified Public Accountant
1337 N. Meridian, Suite 7
Wichita, KS 67203
(316) 267-1898

Independent Auditor's Report

The Board of Directors

Rice County Hospital District #2
d/b/a Sandstone Height Nursing Home
Little River, Kansas

Opinion

1 have audited the accompanying financial statements of the business-type activity
of Rice County Hospital District #2, d/bfa Sandstone Height Nursing Home, Little
River, Kansas{Hospital District), which comprise the Statement of Net Position as of
December 31, 2021, and the related Statements of Revenue, Expenses, and Changes in
Net Position, and Cash Flows for the year then ended, and the related notes to the
financial statements, which collectively comprise Rice County Hospital District #2's
basic financial statements.

In my opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of the business-type activity of Rice County
Hospital District #2, as of December 31, 2021, and the changes in net position and
its cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

Basis for Opinion _

I conducted my audit in accordance with auditing standards generally accepted in the
United States of America and the Kansas Municipal Audit and Accounting Guide. My
responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of my report. 1
am required to be independent of Rice County Hospital District #2 and to meet my other
ethical responsibilities in accordance with the relevant ethical requirements relating
to my audit. I believe that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my audit opinion.

Responsibility of Management 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, and for the design, implementation, and maintenance of internal
control relevant to the preparation and fair presentation of financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether
there are conditions or events, considered in the aggregate, that raise substantial
doubt about Rice County Hospital District #2's ability to continue as a going concern
within one year after the date that the financial statements are available to be
issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

My objectives are to obtain reasonable assurance about whether the financial
statements taken as a whole are free from material misstatement, whether due to fraud
or error, and to issue an auditor’s report that includes my opinion. Reasonable
assurance is a high level of assurance but is not absolute assurance and therefore
is not a guarantee that an audit conducted in accordance with generally accepted
auditing standards will always detect a material misstatement when it exists. The
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risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusiom, forgery, intentional
omissions, misrepresentations, or the override of internal control. Misstatements,
including omissions, are considered material 1if there is a substantial likelihood
that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

In performing an auwdit in accordance with generally accepted auditing standards, T:

- Exercise professional judgment and maintain professional skepticism throughout
the audit. '

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

- Obtain an understanding of internal control relevant to the audit in order to
design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of Rice County
Hospital District #2's dinternal control. Accordingly, no such opinion is
expressed.

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

- Conclude whether, in my judgment, there are conditions or events, considered
in the aggregate, that raise substantial doubt about Rice County Hospital
District #2's ability to continue as a going concern for a reasonable period
of time.

I am required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and
certain Internal control related matters that I identified during the audit.

Other Matters

Management has omitted management’s discussion and analysis that accounting principles
generally accepted in the United States of America require to be presented to
supplement the basic financial statements. Such missing information, although not
a part of the basic financial statements, is réquired by the Governmental Accounting
Standards Board who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or
historical context. My opinion on the basic financial statements is not affected by
this missing information.

Additional Supplementary Information

My audit was conducted for the purpose of forming an opinion on the financial
statements taken as a whole. The Schedule of Expenses on page 12, Schedule of Capital
Agsets on page 13, and Schedule of Changes in Long-Term Debt on page 14 are presented
for purposes of additional analysis and are not a required part of the financial
statements. Such information is the responsibility of management and was derived from
and relates directly to the underlying accounting and other records used to prepare
the {financial statements. The information has been subjected to the auditing
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procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or
to the financial statements themselves, and other procedures in accordance with
auditing standards generally accepted in the United States of America. In my opinion,

the information is fairly stated in all material respects in relation to the financial
statements as a whole.

S

James R. Northcutt
Wichita, Kansas

August 11, 2022



RICE COUNTY HOSPITAL DISTRICT NO. 2
dibfa '
SANDSTONE HEIGHTS NURSING HOME
Little River, Kansas

BALANCE SHEET Exhibit "A"
December 31, 2021

ASSETS
Current Assets
Cash $1,031,946.02
Short-term investments ' 140,000.00
Accounts receivable - residents 285,110.91
Lesgs: allowance for doubtful accounts {686,000.00)
Tax levy receivable 720,828.00
' Other receivables and prepaid expenses 22,182.95
Total current assets . $2,132,067.88
Property and Equipment
Cost 85,521,247.51
Less: accumulated depreciation (3,053,271.91)
Net property and equipment ' 2,467,975.60
Other Assets -
Deferred bond costs .8  84,124.33
Cash - construction accounts . 540,684.48
Total other assets 624,808.81
Total Assets §5,224,852.29

LIABILITIES, DEFERRED INFLOWS OF RESOURCES, AND NET POSITION

Current Liabilities

Accounts payable 8 72,882.59
Prepaid resident accounts 36,193.16
Deferred governmental pandemic assistance 205,878.62
Taxes and withholding payable 17,038.13
Salaries and wages payable 49,009.42
Accrued compensated absences . 29,005.72.
Accrued bond interest ' 28,187.52
Obligations under bond agreement - current portion 80,000.00
Total current liabilities § 518,195.16
Long-Term Liabilitdies
Obligations under bond agreement 2,125,000.00
Total liabilities 52,643,195.16

Deferred Inflows of Resources
Property tax revenue 720,828.00

Net Pogition

Invested in capital assets, net $ 803,660.08
Reserved for memorial/education funds 23,013.68
Unrestricted 1,034,155.37
Total net position 1,860,829.13

Total Liabilities, Deferred Inflows of Rescurces, and Net Position $5,224,852.29

The accompanying notes to fimancial statements are an integral part of these statements.



RICE COUNTY HOSPITAL DISTRICT NO. 2
d/bla
SANDSTONE HEIGHTS NURSING HOME
Little River, Kansas

STATEMENT OF REVENUES, EXPENSES, AND CHANGES Exhibit
IN NET POSITION
For the Year Ended December 31, 2021

Operating Revenue

Resident care - private pay $ 563,438.72
Resident care - Medicaid 1,376,039.41
Resident care - Medicare . 384,938.91
Assisred living : 141,927.84
Apartment income 45,465.00
Meals 4,616.96
Total operating revenues 52,516,426.84
Operating Expenses
Personnel : 51,940,815.53
Tood 98,385.82
Contracted services 681,764.92
Consumable supplies 144,950.94
Depreciation 104,398.31
Other 362,092.86
Total operating expenses ' 3,332,408.38
Net income{loss) from operations 5 (815,981.54)

Non-operating Revenue

Tax revenue $ 756,022.22
Governmental pandemic assistance 74,363.55
Contributions 21,337.42
Interest 2,618.96
Total non-operating revenue 854,342.15
Increase 1n net position : $ 38,360.61
Net position - beginning of year 1,822,468.52
Net Pogition - End of Year $§1,860,829.13

The accompanying notes to financial statements
are an integral part of these statements.
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RICE COUNTY HOSPITAL DISTRICT NO.
) dibfa
SANDSTONE HEIGHTS NURSING HOME
Little River, Kansas

STATEMENT OF CASH FLOWS

2

For the Year Ended December 31, 2021

Cash Flows From Operating Activities

Cash received - residents and third party payors $2,460,965.96

Cash paid to suppliers and employees (3,293,450.52)
Tax revenue 756,022.22
Governmental pandemic assistance received 176,266.20
Contributions 21,337.42
Interest received 2,618.96
Interest paid (0.00)

Cash provided by operating activities

Cash Flows From Investing Activities
Purchase of property and equipment S (840,446.32)
Capitalized interest paid . (86,812.50)
Capitalized interest received 23,647.08

Cash provided(used) by investing activities

Cash Flows From Financing Activities
Principal payment on bond obligation

Net increase(decrease) in cash

Cash - beginning of year
Cash - operating $1,031,946.02
Cash - construction account ' 540,684.48

Cash - End of Year

$

Exhibit

123,760.24

{903,611.74)

(75,000.00)

$

{854,851.50)

2,427,482.00

$1,572,630.50

Beconciliation of Net Income to Net Cash Provided by Operating Activities

Net income(loss) $ 38,360.61

Adjustments to receoncile net income to net
net cash provided by operating activities

Depreciation - 104,398.31
Amortization ' 4,734.65
Change in deferred pandemic assistance 101,902.65
Change in receivables/prepaid exp. (52,604.53)
Change in payables {(73,031.45)

Cash Provided By Operating Activities

Supplemental Schedule of Non-Cash Investing and Financing Activities

None

The accompanying notes to financial statements
are an integral part of these statements.

$123,760.24

UICII



RICE COUNTY HOSPITAL DISTRICT NO. 2
d/b/a
SANDSTONE HEIGHTS NURSING HOME
Little River, Kansas

NOTES TO FINANCIAL, STATEMENTS
December 31, 2021

Summary of Significant Accounting Policies
Organization

The Rice County Hospital District No. 2 Living(hereafter referred to at the
District) is a municipal corporation governed by an elected five-~member
board of directors. These financial statements include all funds included
in the District’s legally adopted budget. The District has no component
units.

The District owns and operates an intermediate care nursing home, an
assisted 1living facility, and independent living apartments in Little River,
Kansas. The financial statements of the Distriet present financial
information of the District as a whole by including all district funds.

Basis of Accounting

The District uses enterprise fund accounting. Revenues and expenses are
recognized on the accrual basis using the economic resources measurement
focus. ‘

Cash
The District considers all highly liquid debt instruments purchases with a
maturity of three months or less to be cash.

Accounts Receivable

The District reports resident accounts receivable at net realizable value
from third-party payors and others. As a service to residents, the District
bills third party payors directly and bills the resident when the resident’s
iiability dis determined. Accounts are considered delinguent and
subsequently written off as bad debts based on individual credit evaluation
and specific circumstances of the account. Net accounts receivable at
January 1, 2021 was $164,717.53.

Allowance for Bad Debts

The District uses the allowance method for recording bad debts. The
allowance in maintained using management’s estimate of the collectability of
resident balances.

Property and Equipment

Property and equipment are recorded at cost. When individual items are sold
or disposed of, the related cost and accumulated depreciation are removed
and the resulting gain or loss is included in the results of operations.
The straight line method is used in computing depreciation based on the
useful lives of the individual assets. Major repairs are capitalized, other
maintenance and repair items are expensed as incurred.

Compensated Absences
The District records a 1iability for compensated absences based on unpaid
vacation hours accrued.



NOTES TO FINANCTIAL STATEMENTS - CONT.

1.

Summary of Significant Accounting Policies-cont.

Estimates
The preparation of financial statements in conformity with generally
accepted accounting principles requires the use of management's estimates.

Revenue Recognition

Revenues are recorded at the estimated net realizable value. Revenue from
third-party payers i1is subject to audit and retroactive adjustment.
Provisions for estimated third-party settlements are provided in the period
the related services are rendered. Differences between the estimated
amounts and final settlements are reported in the year of settlement.

Income Taxes

As an essential government function of Rice County, Kansas, the District is
exempt from Federal and Kansas income taxes under Section 115 of the
Internal Revenue Code and a similar provision of state law.

Pension Plan

The District sponsors a SIMPLE retirement plan which allows elective
employee deferrals and matching employer contributions. The District’s
policy is to fund all pensions costs accrued,

Budgetary Control

Kansas statutes require that an annual operating budget be legally adopted
for enterprise funds. Adoption of the final budget is required before
August 25th. In order for the governing body to iIncrease the originally
adopted budget, a public hearing must be held. There was one budget
amendment adopted for the year ended December 3}, 202%@ conducted at a
meeting held August 30, 2021. All legal operating budgets are prepared
using the modified acerual basis of accounting.

Property Tax Revenue

Property taxes levied during the current year are a revenue source to be
used to finance the budget of the following year. Taxes are assessed on a
calendar year basis and become a lien on the property on November 1 of each
year. The county treasurer is the tax collection agent for all taxing
entities within the county. Property owners have the option of paying one-
half or the full amount of taxes levied on or before December 20 during the
year levied with the balance to be paid on or before May 10 of the following
year. State statutes prohibit the county treasurer from distributing taxes
collected iIn the year levied prior to January 1 of the following year.
Consequently, for revenue recognition purposes, the taxes levied during the
current year are not due and receivable until the following year. At
December 31, such taxes are a lien on the property and are recorded as taxes
receivable with a corresponding amount recorded as deferred inflow of
resources on the balance sheet.



NOTES TO FINANCIAL STATEMENTS - CONT.

1. Summary of Significant Accounting Policies-cont.
Net Position

Net position of the Distriect is classified in three components. Net
investment in capital assets consists of capital assets, net of accumulated
depreciation and reduced by the balances of any outstanding borrowings used
to finance the purchase or construction of those assets. Designated
expendable net position(Memorial/Activity Funds) are non-capital net
position that are reserved for use for a particular purpose, as specified by
the board of directors. Unrestricted net position(deficit) is the remaining
net position that does not meet the definitions of the other two componenis
of net position.

2. Compliance With Kansas Law
Kansas law requires that the District legally adopt a fixed budget. Actual
expenditures compared to budgeted expenditures for the year ended December
31, 2021 are as follows:

Actual $4,295,709.34
Budgeted 5,127,000.00
Favorable Variance $ 831,290.66

3. Depogits and Investments
Deposits - At year-end the carrying amount of the District’s deposits,
including certificates of deposit, was $1,712,630.50. The bank balance was
$1,846,719.23. The difference between the carrying amount and the bank
balance is outstanding checks and deposits in transit. Of the bank balance,
$390,000.00 was covered by FDIC dinsurance and $1,456,719.23 was
collateralized by pledged securities in the amount of $2,544,803.71 held
under joint custody receipts issued by a third-party bank in the District’s
name. The third-party bank holding the pledged securities is independent of
the pledging bank. The pledged securities are held under a tri-party
custodial agreement signed by all three parties; the District, the pledging
bank, and the independent third-party bank holding the pledged securities.

Investments - Kansas statutes authorize the District to invest in U.S.
Treasury bills and notes, repurchase agreements, and the State Municipal
Investment Pool. The District had no such investments at December 31, 2021.

4. Property and Equipment
A summary of property and equipment is as follows:

Buildings and improvements $4,194,534.50
Furnishings and equipment 1,078,995,39
Vehicles ' 133,890.12
Land 42,084.20
Land improvements 71,743.30

Total Property and Equipment : 85,521,247.51

Depreciation expense for the year ended December 31, 2021 was $104,398.31.
Construction period interest costs paid of $86,062.48 and interest income
received on the construction account of $23,647.08 were capitalized.
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NOTES TO FINANCIAT  STATEMERTS - CONT.

5.

Risk Management

The Distriet is exposed to various trisks of loss from torts; theft of,
damage to and destruction of assets; business interruption; errors and
omissions; employee injuries and illnesses; natural disasters; medical
malpractice; and employee health, dental, and accident benefits. Commercial
insurance coverage i1s purchased for claims arising from such matters.
Settled claims have not exceeded this commercial coverage in any of the
three preceding years. '

Third Party Reimbursement

The District receives reimbursement from the Kansas Department for Aging and
Disability Services(Medicaid) and Medicare for residents who meet certain
guidelines. The reimbursement rates are based upon cost reports and other
factors and may vary during the year. A significant reduction in the level
of this support, if it were to occur, may have a substantial effect of the
District’s activities.

Retirement Plan

The District sponsors a SIMPLE IRA defined contribution retirement plan for
all eligible employees opting to participate. Employees are eligible for an
employer match of two percent of salary. Additional elective deferrals are
permitted. The plan may be terminated at the option of the District.
Retirement expense for the year ended December 31, 2021 was $32,984.05,

Concentrations of Credit Risk

The District operates a residential nursing facility for residents in or
around the City of Little River, Kansas. The District grants credit to
residents for payment of resident fees. '

Revenue from the State of Kansas Medicaid program and the Federal Medicare
program accounted for approximately B55% and 157 respectively of the
District’s total operating revenue.

Bonds Payable
General Obligation Healthcare Improvement Bonds - Series 2018

Interest rate wvariable from 3.0% to 4.25%. 52,205,000.00
Less: portion due within one year 80,000.00
Long-Term Portion $2,125,000.00

The bond proceeds were used for facility improvements. The Board of
Directors of the District is to annually make proper provision for the
payment of principal and interest of the bonds by a tax levy.

Bond issuance costs of §94,693.03 related to the 2018 issue have been
capitalized and are being amortized over the life of the bonds(20 years).
Amortization expense recognized for these costs for the year ended December
31, 2021 was $4,734.65.
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NOTES IO FINANCTAT STATEMENTS - CONT.

9.

10.

11.

Bonds Pavable - cont.

Debt service requirements for the fiscal years ended December 31 are for the
following amounts:

Principal Interest Total
2022 8 80,000.00 § 84,562.50 § 164,562.50
2023 85,000.00 82,162.50 167,162.50
2024 85,000.00 79,612.50 164,612.50
2025 90,000.00 77,062.50 167,062.50
2026 95,000.00 74,362.50 169,362.50
Thereafter 1,770,000.00 554,437.50 2,324,437.50
Total $2,205,000.00 & 952,200.00 53,157,200.00

Interest costs for the year ended December 31, 2021 was 5$86,062.48 all of
which were capitalized.

Govermmental Pandemic Assistance _
The District has received governmental financial assistance in relation to
the Covid 1% pandemic as follows:

Department of Health and Human Services(DHS)

The District has trecorded revenue in the amount of $74,363.55 for use in
providing testing and disease prevention programs to help protect resildents
and staff from Covid 19. Deferred income was reported at December 31, 2021
as $205,878.62.

Evaluation of Subsequent Events

The COVID-19 virus outbreak continues to affect the District. As of the date
of this report, it is uncertain as to the full impact the pandemic will have
on the District’s financial condition, liquidity, and results of operations.
Do to the uncertainty, the District is not able to estimate the effects of
the COVID-19 outbreak on its financial condition, liquidity or results of
operations for the fiscal year ended 2022.

The District has evaluated subsequent events through August 11, 2022 which
is the date the financial statements were available to be issued.



RICE COUNTY HOSPITAL DISTRICT NO. 2

d/bfa
SANDSTONE NURSING HOME
Little River, Kansas

SCHEDULE OF OPERATING EXPENSES

For the Year Ended December 31, 2021

Personnel
Salaries and wages
Salaries - administration/maint
Fringe benefits and taxes
Total personnel

Food

Contracted Services
Health services
Health consultants
Financial
Other professional fees
Total contractual

Consumable Supplies

Depreciation

Qther Costs
Training
Travel
Minor equipment
Activities/resident expense
Utildities
Advertising
Licenses/dues/subscriptions
Telephone and internet
Repairs and maintenance
Insurance
Bad debts
Provider assessment
Amortization-loan costs
Software and updates
Other
lLease and rent

Total other costs

Total Qperating Expenses

See independent auditor’s report.

$1,403,623.17

enance

187,714.05
349,478.31

$

598,327.05
14,611.40
40,197.00
28,629.47

4,482.59
6,162.60
7,937.70
918.29
105,138.60
4,833.26
12,931.83
16,714.00
28,953.58
64,135.00
6,149.33
29,448.00
4,734.65
12,756.67
42,798.66
13,998.10

Schedule "1®

$1,940,815.53

98,385.82

681,764.92
144,950.94

104,398.31

362,092.86

$3,332,408.38
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