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RUSSELL REGIONAT HOSPTTAL BOARD

D/B/A RUSSELL REGfONAL HOSPITAI

MANAGEMENT I S DISCUSSION AND ANAIYSIS

Years ended JulY 31, 2OL7 a]rd 2016

our diecussion and analysis of the financial performance of Ehe Russell Regional
Hospital Board d/b/a Russell Regional Hospj,tal (the county Hospital Board)
provides a narrative overview of its financial activiEies for the years ended
,f,u1y 31, 2ou a\d 201-6. Please read it j,n conjunction wj-th the accompanying
financi.al sEaEements.

rinancial highlights

The net position of the County Hospital Board decreased by $208,723 or
1.42 percenE during Lhe 2017 fj.scal year and increased by 9L,7L7,433 or
13.25 percenE during Ehe 2015 fiscal year.

WCKA, a component unit of the County Hospital Board, reported a decrease of
$'147,659 and an increase of S95,383 in its operating income for the 2oL7 a\d 2oL5
fiscal years, respectively.

Using these financial staEements

The financial statements of the County Hospital Board consist of Ehree
statements - a StatemenE of Net Positioni a Statement of Revenues, Expenses, and
Changes in Net Position; and a statement of Cash F1ows. These financial
statements and related notes provide information about the activities of ehe
county Hospital Board, including resources held by or for Ehe benefit of the
county Hospital Board, and resources restricted for specific purposes by
contributors, g'rantors, and oEher outsside parties.

One of the most important quesEions asked about finances of the County HospiEal
Board is, "Is the County Hospital Board as a whole better or worse off as a
result of the year's activities?" The StaEement of Net Position and the
statement of Revenues, Expenses, and Changes in Net PosiEion report information
about the resources of the Cor&ty Hospital Board and its acEivitj-es in a way tha!
helps answer this quesiion. These statements include aI1 restricted and
unrestxicted assets and all liabiliti,es usj-ng the accrual basis of accounting.
For purposes of Ltrese two staEements, revenues and elq)enses are takerr inEo
account regardless of when cash is received or paid.

These two staEements repor! the net position of the County Hospital Board and
changes in them. Net position of the counly Hospital Board - the dj-fference
between asseEs and liabilities - may be thought of as one way to measure its
financial hea1tsh, or financiaL posj"tion. over t.ime, increases or decreases in
hhe net positj.on of the County Hospital Board are one indicator of vrhether its
financial healEh is improving or deterioraEing, consideralion must also be given
to other nonfinancial indicators, such as changes in the patient base of the
courty Hospital Board and measures of the qualitsy of service it provides to tshe
commuaiLy, as well as 1oca1 economic factors, to assess the overall health of the
Courty HospiEal Board.

The final required statement is lhe Statement of Cash F1ows. The statement
reports cash receipts, cash payments, and net ctranges i,n cash resulting from
operations, invesEing, and financing activities. It provides answers Eo such
questions as nwhere did cash come from?", nwhat was cash used for?", and 'lwhats
was the change in cash balance durlng Ehe reporting period?"



RUSSELL REGIONAI HOSPITAI BOARD

D/B/A RUSSELL REGIONAI HOSPITAT

MANAGEMENT I S DISCUSSION AND ANALYSIS - CONTINI'ED

Years ended July 31, 2017 and 2016

Assets, liabiliti.es, and net position

The County Hospital Board,s statements of ne! position as of the end of each of
Ehe last three years are summarized as follows:

Assets
Current assets
A.ssets limited as to
Capital assets, net
Other assets

Total assets

Liabilitsies
Current liabilities
long-term liabilities

ToEal liabilities

Ne! positi.on

20L7

$ s30,590
4,5'74,254
6 ,598 , 4At
3,415,444

t]5,]1L211

460 ,363

t____1]2820

t1!.355-.531-

20L6

s 539,22O
s, 341, 004
5 , 624 ,992
3,530,161

t1L:-9:1:lZ

$ s3,014
306,953

$ 3s9,957

2 015

s 4L6 ,862
4 ,496 , 097
4,8r2,822
3 ,054 ,42L

t1]-,89-'29"

$ 222,225

c aaa aaE

$L2 ,957 ,917iL4,61s,4L0

Other assets consist primarily of Ehe County Hospital Board's residual interesE
in WCKA's net position. The Couriy Hospital Board,s residual interest in WCKA's
net posj.tion decreased by $54,313 and increased by $475,7a0 and 9596,555 during
the years ended July 3L, 20L7, 2015, and 2015, respecEively.

On November 4, 2003, a majority of the qualified electors of the County approved,
at a special bond elecEion, the question of whether to j-ssue general obligation
bonds of the County in an amount not to exceed 55,500,000 to pay tshe costs of
making improvemeDEs to tshe hospj.tsa1 facility. The County issued its ceneral
Obligatsion Hospital Bonds, Serles 2004, ol ,Iu1y 1, 2004, Ll the amount of
S5,500,000. costs incurred by tshe county Hospital Board subsequent to issuaDce
of the bonds for renovaEions and addiEions to its facility were submitted to the
County for rej-mbursement from the bond proceeds, ReimbursemenEs received and
cosEs paid directly from the bond proceeds were recorded as capital
contributions,

on May 15, 20L2, t.}j.e counEy issued its ceneral obligation HospiEal Refunding
Bonds, series 2012, irL Ehe anount of $4,530,000. The proceeds of Ehe 2012 bonds
along with other furds were used to refund Lhe Series 2004 bonds and to pay costs
relaged to the issuance of the 2012 bonds.

To the extent that resources are available, the County Hospital Board and WCKA
trave agreed to transfer furds to the County for purposes of making priocipal and
interests paymenEs on Ehe bonds as chey come due. However, it is uncertain what
amounts, if any, the Ewo entiEies will be able to transfer to the County in
future periods. The counuy Hospital Board transferred $422,530, $425,028, and
9422,05o to the CounEy during t-}J.e 20L7, 20a6, and 2015 fiscal years,
respectively, to pay principal and intserest due on the bonds -



RUSSELL REGIONAL HOSPITAI BOARD

D/B/A RUSSELL REGIONAI HOSPITAT

MANAGEMENT I S DISCUSSION AND ANAIYSIS - CONTINUED

Years ended July 31, 2017 and 2015

The neE position of the county Hospital
1.42 percent during lhe 2017 fiscal year
13.25 percent during Ehe 2015 fiscal year.

wcl(Ats statements of net posiEion as of the
are summarized as follows I

Board decreased by i2OB,'123 or
and increased by $L,711 ,433 or

end of each of the last Ehree years

Currents assets
Assets limited as tso
Capital assets, net

Total assets

Liabilitsies
current liabilities
Long- term obligations
Due Eo lessor

Total 1ia-bilities

NeE posiEion

20L7

S 3,a27 ,].72
429 ,956
808,953

$ s,055,091

i t, L4o ,944
211 aqq

3,475,444

t-j-'!23-,32!

$ 37,800

2 016

s 4, 018, 991
294,7AO
1O1 ,341

t-l-,il.9,'l}

5 1,269 ,590
181,563

3,530,161

i-l-,-9-Cl-,]11

E------il-,-e-qq

2015

I3,242,L9s
335,543

1, 018, 950

t af2i:l2e

$ L,298 ,26L
244 , Lt6

3 ,054 ,421

t-1-'j25'129
a_

WCI(A was organized on fl]ne 23, 7991 , arld on August f, L997, iE assuned custody of
assets and liabilities related Eo hospital operations from the County gospital
Board pursuant to a 1o-year lease agreemenE. The lease agreemerrt has been
exEended and is in effect through JuIy 31, 2026. At Ehe end of the lease term,
WCKA has agreed to return aL1 of its net position to the County Hospital Board.
Accordingly, wCI(Ats net position is presented as a liability ("due to lessor'r) in
its financial statemerrEs. The residual i-nterest in WCKATs unrestricted neL
position is presented as an asseE in the financial statements of the county
Hospital Board.

wC(A's net position decreased by S54,313 or a.52 percenE during the 2017 fiscal
year and increased by S513,540 or 15.8I percent during the 2015 fiscal year-



RUSSELL REGIONAI, ITOSPITAL BOARD

D/B/A RUSSELI REGIONAI HOSPITAL

MANAGEMENT ' S DISCUSSION AND ANALYSIS - CONTINT'ED

Years ended July 31, 2017 and 2016

Operating resulEs and changes in net position

The operating results and changes in net position for the County Hospital Board
during each of the last three years are summarized as follows:

Operatsing revenues
operating elspenses

operating loss

ProperEy Eaxes
Sales taxes
Other nonoperating revenue, neE
CapitaL grants and contributj-ons
Transfers to WCKA
Transfers Eo Russell county
change in obligation of lessee

to lessor

Change in neL position

operating expenses consist primarily
$659,995, and $506,053 during each
2 015, respectively.

(802 ,244)

523,659 5A2,655 169,701
469 , 646 494 ,2s9 594 , 400
10, 185 18,451 5L,692

560, 941 L,746,s22 t, 026 ,445
(336,61s) (239,576) (479,340\
(422,s30) (42s,028) (422,050t

(s4,313) 47s,740 596.555

l--J293-'t21) t-]rln!E3 E--L.n-?-:r-t-9.

of depreciatsion on capital assets; $750,185,
of Ehe years ended July 3L, 2017, 2016, and

20t1

g 3,390
963 , 126

(9s9,136)

20L6

$ 3, 014
942 ,6L4

(939,500)

2 015

6 ,471
aoa,12L

wCI(A's operating results and changes in net position for each of the last three
years are summarized as follows:

2011 2076 2 015

operatj.ng revenues
Operatsing expenses

Operaling income

OEher nonoperating revenue, net
Transfers from county Hospital

Board

change in net position

The first, and most significant,
position is iEs operating income
patient service revenue and the

$1s,998,s29 sL6,27L,Os3 $1s,s43,400
16,519,538 L6,O44,403 L5,4L2 , L33

(521,009) 226,6s0 L3L,267

130,081 47 ,314 (L4 , Os2].

335,615 239,576 479,340

E___lr3_r_111) l____!lL93e s____!_2_qrE!

componenE of the overall change in wCI(A's ne!
or loss - generally, tshe dj-fference beErreen net
expenses incurred to perform those services.



RUSSELL REGIONAL HOSPITAI BOARD

D/B/A RUSSEI,], REGIONAI HOSPITAT

MANAGEMMIT ' S DISCUSSION AND ANALYSIS - CONTINT'ED

Years ended July 31, 2017 and 2015

wcKA reported an operatj-ng loss during 2017 and operating income during the 2015
and 2015 fiscal years. operating income decreased by $'147,659 and increased by
$95,383 during the 2017 and 2016 fiscal years, respectively. comparability of
operating results is impacted by participation in ttre 340 (b) drug program. wc(A
recognized $1,509,280 in revenue and incurred $1,098,570 in expenses related to
the 340(b) drug program during the 2017 fiscal year. WCKA recognized $!,822,245
in revenue and incurred 9I,474,659 in expenses related to the 340(b) drug program
during the 2015 fiscal year. Without participation in the 340 (b) drug program,
WCXA would have sustained operating losses of $931,719 and $180,936 for the 2017
and 2015 fiscal years, respectively.

cross and net patie[t service revenue for the past three years are analyzed as
follovrs:

InpaEient services
OuEpatient servj.ces
Physician services

Gross patient service revenue
Contractual adjusEments
Medicaid disproportionate

share palments
Provisi-on for bad debts
Charity care

Net patient service revenue t]!-'29]-,13" i2!!!]r3:s q!,r1-9r-91s

2017

$ 4,737,143
t4,794,83L

2 , 926 ,613

22 ,454 ,547
(1 ,6L4,0].5)

260 ,2r2
(7r1,311)
(189,711)

20t6

$ 5,240,880
73 , 624 ,706

2 , AA9 ,419

27,754, BO5
(7 , aL7 , 3't 6)

273,484
(516,896)
(L26 , r6s)

20L5

I 5,302,209
!3,2L4,9'74
2,605,404

2L , L26 ,99t
(7 ,073 ,955)

273,444
(669 ,294\
(108,380)

WCKA did not raise its charge rates during tbe 2Oa'7, 20L6, or 2015 fiscal years.
Most of the overall ctranges in gross patient service revenue during lhe past
Ehree years are due to changes in inpatient and outpatient volume. Gross
revenues from inpatient services decreased by 9.5 percent during the 2017 fiscal
year, decreased 1.2 percent durj-ng the 2016 fiscal year, and ilcreased
11.7 percent during the 2015 fiscal year- Total patient days (acute and swing-
bed cornbined) , decreased by 5.4 and 11.5 percent during the fiscal years 2017 and
2016, respectively, and increased by L5.1 percent during fiscal year 2015. The
change in inpatient revenues were greatly influenced by variations j,n the number
of pltient days with the exception of fiscal year 20L6 when ancilfary inpatient
d.ru-g re.renueJ increased significantly offsetting the significant decrease in
patient days. Gross revenues for outpatient services increased by 8.5, 3'1, and
i.5 p"rcerrt during the 2oL'7, 20L6, and 2015 fiscal years, respectively. These
changes were primarily the result of changes in outpatient volurne.



RUSSELL REGIONAI HOSPITAT BOARD

D/B/A RUSSELL REGIONAL HOSPITAL

MANAGEMENT I S DISCUSSION AND ANAIYSIS . CONTINI'ED

Years ended July 31, 2oL7 aljld 2oL6

wcKA has agreements with. various third-partsy payors that provide for palments to
it a! amounts different from iEs esta.blished charge rates. These differences are
referred to as conEractual adjustments. As a percentage of gross pahient service
revenue they were 33.9 percent, 32.7 percent, and 33.5 percent during the 2017,
2016, and 2015 fiscal years, respectively. These values are compara.ble to those
for similar critical access hospitals. As a critical access hospiEal,
conEractual adjustments for the Medicare program are much lower as a percentage
of gross charges Lhan they are for most otsher third-party payors, The
conEractual adjustment raEe for cost reinlcursed Medicare services generally rises
when patient volume increases, and falls when drops in patient volume are
experienced.
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Board of Trustees
Russell Regional Hospital Board

d/b/a Russell Regional Hospital

we have audiEed the accompaaying financial statemenEs of the business-type
activity and discretely presenEed component unit of the Russell Regional Hospital
Board d/b/a Russell Regj-ona1 Hospital (the Coulty Hospital Board) , a component
unit of Russell County, Kansas, as of and for Lhe years ended .Iu1y 31, 2017 and
2015, and the related notes Eo the financial staEementss which collectively
comprise the county HospiEa1 Boardrs financial statements as listed in the table
of contents.

MaEageBeDt t a RespoEsibiliEy for Ehe Fi!.aucia1 slateEreDt6

Management is responsible for the preparation and fair presenEation of these
financial siatements in accordance with accounting principles generally accepted
in the United states of America; this includes the design, implementation, and
naintenance of internal control relevant tso the preparation and fair presenEalion
of financial statemeDts EhaE are free from maEerial mj-sstatement, whether due to
fraud or error.

Auditor's ReEpoDsibiliEy

our responsibj-lity is to express an opinion on these financial statements based
on our audiEs. we conducEed our audits in accordance with audiLirrg standards
generally accepted in the UniEed States of Anerica and the Kansas Muricipal Audits
and Accounting Guide. Those staDdards require that we plan and perform the
audits to obEain reasonable assurance abouE whether the financial staEemenEs are
free from material missEatement.

AI audit involves performing procedures to obtain audit evidence about the
amounEs and dj.sclosures in the financial statements. The procedures selected
depend on the auditor's judgrnent, including the assessment of the risks of
material missEatement of Ehe financial sBalements, whether due to fraud or error.
In making those risk assessmenEs, the auditor considers inEernal control relevant
to Lhe e;gity,s preparaEion and fair presentation of the finarcial sgatements in
order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of Lxpressing an opinion on Lhe effectiveness of the entity's
internal control. Accordingly, we express no such opinion. An audits also
includes evaluating the appropriateness of accornting policies used and the
reasonableness of sigrrifj-canf accounting estimates made by management, as v,e11 as
evaluating lhe overall presentation of the financial statements.

we believe that Ehe audi! evidence we have obEained is sufficient and appropriate
!o provide a basis for our audit opinions.

7
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opiraioB

In our opinion, Lhe financial statements referred to previously present fairly,
in all material respects, the respective financial position of ttre business-LlT)e
acti-vity and discretely presented component unit of the Russell Regional HospiEal
Board d/b/a Russell Regional Eospital, as of ,fu1y 3L, 20:.7 and 2015, and the
respective changes in financial positiou and cash flows for the years then ended
in accordance with accounting principles generally accepted in the United states
of America.

Olher MaEter

Required SuppTenentary rnf omation

Accounting principles generally accepted in the United states of America require
that management's discussj-on and analysis on pages 1 through 5 be presented to
supplement the basic financial statements. such information, although not a part
of the basic financial statements, is reguired by the covernmental Accounting
standards Board, who considers it to be an essential parE of financial reporting
for placing the basic financial statements in an appropriate operational,
economic, or hishorical context.

we have applied certain limited procedures to the requixed supplementary
information in accordance with auditing standards generally accepEed in the
United states of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for
consistency with management's responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audj-t of the basic
financial statemenEs. we do not express an opinion or provide any assurance on
the information because the limited procedures do not provide us with sufficient
evidence tso express an opinion or provide any assurance-

#"1 Uyrt",'./Jco,, i J hnrn- tlc.-'
ropeka,JKansas
January 3, 2 018
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RUSSELL REGIONAI HOSPITAI BOARD

D/B/A RUSSELL REGIONAI HOSPITAI,

STATEMENTS OF NET POSITTON

July 31,

ASSETS

2077 20L6
Hospital component Hospital Conponent
Board unit Board unit

CURRENT ASSETS
Cash $ 430,510 S 7,677,477 S 438,875 5 7,143,022
Patient accoults receivable. less

allowance for uncol lectible
accounts of $540,535 in 2017
and S557,348 in 2016 1,687,003 L,71A,9BL

Other receivables 113,481 23A,545
Estimated third-parEy payor

settlements 1, 195 530,651
Sales tax receivable 98,000 98,000
Inventories 284,771 2a4,302
Prepaid expenses 2,180 723,245 2,345 L03,490

Total current assets 530,690 3,A2'7,L'72 539,220 4,O1A,997

ASSETS LIMITED AS TO USE
Internally designated

For capital assets
For employee benefits

By contribuEora and grantors
Por specific operating activities
For capital assets

Principal of permanent endoiments 295,921

Totsal assetg limited
ag tso uge 4,574 ,2SA 429,966 5,341,004 294,'78O

t,502,456

2 ,674 , Ael

392 , L66

37, 8OO

r,563 ,524

3,480,559
296 ,92r

25O,9AO

37,800

cAprrAL AssETs, NET 6,59A'4A7 808,953 5,624'992 70L,343

OTHER ASSETS
Due from lessee 3 ,475,848 3,530,161

Total assets 912!]12!2? q-l.l j!!r j:] tl!.l j:!r-1? $-l.l ryr-13

The accompanying notes are an inEegral part of these statsements'



CURRENflT TIABTLITIES
Current portion of notes payabLe

to barks
current portion of capital lease

obligations
Accountss payable
EsEinated third-party payor

settlernenCa
Accrued salaries and benefits
Accrued compensated abseoces
Accrued interest

Total current liabilities

CAPITAIJ LEASE OBLIGATIONS, Iess
curretlt portsion

NOTES PAYABLE TO BAN(S, 1e9s
current portion

DI'E TO LESSOR

NET POSITION
Invested in capital assets neE of

related debE
Restricted

Expendable for specific operating
activitieg

Expendable for capital
acquisitions

Nonexpendable pernanent
endowmen!9

Unrestricted

Total net position

ToEal liabi.lities and
net posit ion

LIATILITIES AND NET POSTTION

2077 2075
Hospitsal CoftponenE HospiEal ComponenE
Board ulit Board unit

s s4,793 $ 13,939 $ s3,014 i 8,420

92, L22
405,580 2L3,5r6

90,581
4t5 ,239
314, 655

892

450,353 atL4O,944 s3,014 r,269,590

326 ,199

45,581
475,264
314 ,537

6 ,294 ,47L

3,415,848

37,800

5,26s,425

181,553

3 , 530, 161

3?,800

400, 903

252,227 10,596 305,953

Total liabilities '71-2,590 5,028,291 3s9,961 4,9a1,3r4

2 ,674,88L

296,921
s ,203 ,474

3,480,559

296 ,921
s,632,905

L4,466,687 3?,800 L4,6'1s,4t0 3?, 800

51s,L79,217 $ s,056,091 S1s,03s,377 $ 5,019,114



STATEMENTS OF

Operating revenueEt
Net patient serrrice rewenue
OEher revenue

Totsa1 operatsing revenues

operaEing erq)enses
Salaries and wages
Efiltr)loyee benefits
Purchased 6ervices, suppl ies,

and other
Depreciatsion and amortization

Totsal opeiating e)q)enses

Operatj.ng income (loss)

Nonoperatiltg revenueE (expenses)
Properfy taxeE
Sales taxes
Invegtmeltts incorne
Interest e)q)enge
Noncapital granEs and contributions
cain on disposal of capital asEeEE

Total aonoperatirrg
reveltueg (experrseE )

Excegs of revenues ower (uDder)
expeases before capital gralts and
contributions and t ransfers

capical grants and coatributions
Transfers

Betlreen Hospital Board and
comPonent units

To Russell County

change in net position

Net position aE beginning of Year
change in obligation of lessee

to fessor

Nets position aE end of year

RUSSELL REGIONAI, HOSPITAI, BOARD

D/B/A RUSSELL REGIONAI HOSPITAI

REVENUES, EXPENSES, AND CHANGES IN
Year ended JuIy 31,

20t'7

NET POSITION

20t6
Hospital

Board

s-
3, 390

3,390

Conltr)onent
unit

9L4,203,762
a,794 ,767

t5,994,529

9,O75,427
L,679,732

5,52O,457
243,522

15,519,538

(s21,009)

Hospital
Board

Conponent

$ - $ 14, 171, 8s6
3,O14 2,O99,L97

3,O44 L6,27r,O53

202,94L
750, 185

963,426

(959,7351

523 ,659
469 ,646

4,43O
(11,258)
a7 , o23

2a2 ,6L9
659,995

942 ,614

(939,500)

542 ,665
494,259

a ,942
(8,e34)
18, 343

8,334,4s1
L,543,249

5 ,750 ,'7'71
375 ,932

16,o44,403

226,650

1, 003, 530

560 ,944

(335,515)
1422,530)

(1s4,410)

a4,675,4L0

(54,313)

t1!.!1SS-!5.91

are an integral

130.081

1390 ,928)

336, 615

459 ,775
L,746,522

1239,576)
(42s, O2A)

L,244, 693

L2 , 957 ,977

475 ,740

9J3!S1l-'jlo

statements.

(2O , Aa2)
15O,893

l2L,72L)
6s,990
3, O45

273,964

239 ,5't6

513,540

(475,740,

l---3:!9-99

L, O99,375 47 ,3a4

(s4,313)

37,a00

54,313

s_,__32_!_9_q

part of theseThe accompanying notes

10



RUSSELL REGIONAI HOSPITAI. BOARD

D/B/A RUSSELL REGIONAL HOSPITAI

STATEMENTS OF CASH FI,OWS

Year ended ,ruly 31,

2077 2Aa6

cash florrs from operating activities
Receipts from and on behalf of

patients
Payments Eo or on behalf of empLoyees
Paymentg for supplies and services
OEher receipts and paymenle

Net cash provided (used) by
operaEing activities

cash f1ovrg from noncapital financing
activiEies

Tax levies
Noncapital. grartss and contributions
Proceeds from notes payabLe Eo banks
Payments on notes payable to banks
Interes! paid
Transfers

Net cash provided by
noncapital financing
activities

Cash flowa fron capital and related
financing activities

Acquisition of capital aasets
capiEal grants and conEributions
Proceeds from sale of capital assets
Proceeds from lroteE payable to banks
Paymetlts on notes payable to banks
Ingerest pai.d
Capital lease obligations incurred
Paymenta on capital lease

obligations
Transfers to Russell CouIIEY

Hospital
Board

conponent
ulri t

$14,810,195
(LO ,946,652)

(5 ,660,276)
1,919,831

t23,O99

Hospital
Board

Component
unit

$!3,362,423
(e ,7 65 ,624)
(5,749,6921
1, 988, 935

(L63 ,9s7',)

(207,738)
3, 390

1269,29r)
3,014

1266,27'tl

L,gao,924
18, 343

399 ,59'7

(239,5761

L,259 ,248

(1,694,390)
2 ,354 ,672

(39,530)
(8,834)

(42s , O2A)

(198,348)

993,345
a'7 , o23

(336,615)

673,753

lL ,329 , r32)
808,658

ls2,9s7)
(11,268)

1422,s30]'

1s0, 893
59,350

156,2781
(1,698)

336,615

488, 882

l39t ,476)

L3 ,424
(38s)

(Le,2221
3ss,601

199 ,47A1

65, 990
51 ,939

(50,996)
(1,143)

239 ,57 6

3L!,256

(s8,31s)

3, O45

(20,s78't
40 ,425

(278,L971

Net cash provided (used) bY
capital artd related financing
activities (r,007 

'229)-

The accompanying notes are an inlegra1

(t3'1 ,532) 2OO,790 13L3,22O)

parE of bhese sEatements,
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RUSSELL REGIONAL HOSPITAI BOARD

D/B/A RUSSEIt REGIONAT HOSPITAIJ

STATEMENTS OF CASH FIOWS . CON|INI'ED

Year ended July 31,

20!1 2016
Hospital component Hospital component
Board Board

Cash f1olrs from investing activities
Change in assets lirnited as to use $ 519,029 S - $(1,067,057) $ -
Incerest income received a ,9424,43O

523 ,459 - (1,0s8,11s)
NeE cash provided (used) by

inveating activities

Net change in cash and
cash equivalents

cash and cash equivalerts at beginning
of year

Caah and cash equivalents at end
of year

ReconciliaEion of operating incorne (loss)
to neE cash provided (used) by operaEing
activitsiee

operatsing incone ( loss)
Adj ustrnents to recolcile operating

incone (loss) to net cash provided
(used) by operating activities

Depreciation and anortization
Provision for bad debts

changes in
Patient accoults receivable
Estimated third-parEy payor

settlement s
Invenlories and other curenE

aE9et6l
AasetsB limited as to use
Accounts payable alrd accrued

expenge9

Net cash provided (used) bY
operatirlg activities

(8,355) 474,449 135,685 (165,911)

43A , A1s r,L43 ,022 303 , 18 9 1, 3 08, 933

L3-qr q 9--!.'S)L:-9J! !----3-1-qC-29 t-]r]!2J!2"

$ (9s9,735) $ (s21,00e) $ (e3e,500) s 226,650

750,185 243,522 659,995 375,932

165 104,834 L3,328 (135,837)

711 , 311

(679,333 )

5't4,456

616,896

(991,s59)

(434,'160],

35,853

r42,468

(131, 186)

1,038 (1,79 ,4961

s (198,348) s 123,099 $ (265,277) I (153,9s7)

The accompanying notes are an integral part of tshese statemerrts.
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RUSSELL REGIONAI HOSPITAT BOARD

D/B/A RUSSELL REGTONAI HOSPTTAL

NOTES TO FINANCIAT STATEMENTS

,IuLy 31, 2O].1 artd 2OL6

NOTE A - DESCRIPTION OF REPORTING ENT]TY AND SIJMMARY OF SIGNIFICA}TT
ACCOI]NTING POLICIES

1. Report.ing entitsy

The Russel-l Regional. Hospital Board d/b/a Russell Regional Hospitsal (the
County Hospital Board) is a county hospital located in Russe11, Kansas. IE is
a component unit of RusseII County, (ansas (the Countsy) . The CounEy Hospital
Board consists of seven members elected by residents of the County. It
annually levies a tax to support its act.ivities. The Countsy Hospital Board
can sue and be sued, and can buy, sel1, or lease real properEy. Bond
issuances musE be approved by tshe County. The component unj-t discussed in
Note A2 is included in the Courty Hospital Boardrs reporting entity because of
Ehe significance of its relationship with the Courty HospiEal Board.

2. Component urriL

The financial staEements j-nclude the financial data of the discretely
presented component unit described below. The component unit is reported
separately to emphasi.ze that it is legally separate from the CoulEy Hospital
Board -

west central Kansas Association, Inc. d/b/a Russell Regional Hospital (WCKA) ,
is a noE-for-profiE membership corporation organized to operaEe an acute care
trospital and nursing facility located in Russell, Kansas. WCKA was organized
on June 23, L997, and on August l, :.997, it assumed custody of assets and
lj,abilitsies related to hospiEal operations from the County Hospital Board
pursuant to a 1o-year lease agreement. The lease agreement has been extsended
and is in effect Ehrough Ju1y 31, 2025. At the end of lhe lease term, WCKA
has agreed to return all of its net position to the County Hospital Board,
including any properEy or equipmenE acquired after incepEion of Ehe lease.
Accordingly, WCKA has recorded an obligation for the estimated liability due
to the County Hospital Board aE termination of Ehe lease agrreement.

3. use of estimates

The preparation of financial statements in conformity with accounting
principles generally accepted in the United staEes of America requires
management Eo make estimates and assumptions that affect the reported amount s
of assets and liabilities and disclosure of conEinqent assets and liabilities
ats the daEe of the finaDcial sLatemenEs and reported amounts of revenues and
expenses during Ehe reporting period. Actual results could differ from those
estsimates.

4. Basis of accountsing

The County Hospital Board uses enterprise fund accourtj-ng. Revenues and
expenses are recognized on the accrual basis using the economic
measuremenE focus.

5. Cash and cash equivalents

The county Hospital Board considers aI1 cash and invested cash to be cash
equivalents, excluding any assets limited as to use.

13



NOTE A . DESCRIPT]ON OF REPORTING EMTITY AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES - Continued

RUSSELL REGIONAI HOSPITAI BOARD

D/B/A RUSSELL REGIONAI, HOSPITAL

NOTES TO FINANCIAI STATEMEN|S - CONTINUED

July 31, 2Or1 and 2OL5

Allowance for ulcollectible accounts6.

Accounts receivable are reduced by an allowance for uncollectible accouuEs.
rn evaluating Ehe collectabilitsy of accounts receivable, WCKA analyzes its
past history and identifies trends for eactr of its major payor sources of
revenue to esEimaEe Ehe appropriaEe aLloL,ance for uncollectj,ble accounts and
provision for bad debts. Management regularly reviews data about these major
payor sources of revenue in evaluating the sufficiency of tshe allowance for
uncollectible accounts. For receivables associated with services provided Eo
patients vrho have Ehird-party coverage, WCI(A analyzes contsractually due
amounts and provides an allowance for uncollectible accounEs and a provision
for bad debts, if necessary (for example, for expected uncollectible
deductibles and copayments on accounts for which the third-party payor has noE
yet paid, or for payors who are known to be having financial difficulties that
make the realj.zalion of amourlts due unlikely) . For receivables associaEed
witsh self-pay patients (which includes both patients without insurance and
patients with deductsible and copayment balances due for vrhich tshird-party
coverage exists for part of the bill), WCKA records a significant provision
for bad debts in the period of service on the basis of i.ts past experience,
which indicates that many patients are unable or unwilling to pay the portion
of their bill for which they are financially responsible. The difference
beEween the standard rates (or the discounted rates if negotiated) and the
amounts actually collecEed after all reasonable collecEion efforts have been
exhausted is charged off against the allowance for urtcollecEible accounts-

7. Inventories

Inventories are stated at the lower of cost or net realizable value with cost
deEermined on the firsl-j.n, first-ouE method.

8. Assets limited as to use

Assets limited as to use include assets set aside by the countsy llospital Board
for replacemenE of capj-taI assets or for purctrase of additional capital
asseEs, over which Ehe Board reEains control and may, at its discretion,
subsequenEly use for other purposes i assets restricted by contributors for a
parEicular purpose; assets required by contributors to be retained in
perpetuity, and assetss set aside by wcxA for employee benefits, over which
wC(A retains control and may, at wc(Ars discretj-on subsequently use for other
purposes. Amounts that are required for obligations classified as curr.ent
liabiliuies are reported in current assets.

9. Capital assets

capital assets (includirlg assets recorded as capital leases) are stated aE
costs. Depreciation and anortizaEion of capital assets are provided on the
straight-1ine method over the estimated useful lives of the assets. The
estimated lives used are generally in accordance with Ehe $ridelines
established by the American Hospital Association.

t4



NOTES

RUSSELL REGIONAI HOSPITAI BOARD

D/B/A RUSSELIJ R.EGIONAI HOSPITAT

TO FINANCIAI STATEMENTS - CONTINI]ED

JuIy 31, 2017 and 2016

NOTE A - DESCRIPTION OF REPORTING EMTITY AND SI'}4MARY OF SIGNIFICANT
ACCOUNTING POLICIES - Continued

The costs of maintenance and repairs are charged Eo operatsing expenses as
incurred. The costs of sigrtj,ficant additions, renewals, and betterments to
depreciable properEies are capiEalized arld depreciated over the remaining or
extended estirnated usefuL lives of Ehe item or Ehe properties. Gains and
Iosses on disposition of caPital assets are included ilr nonoperating revenues
and expenses.

IO. cosEs of borrowing

InteresE costs incured on borrowed furds during the period of construction of
capj.tal assets are capitalized as a component of Ehe cost of acquiring those
assets. Costs incurred in connection with the issuance of long-term debt are
amortized usj-ng Ehe interesE meEhod over the term of Ehe related debt.

11, crants and contribuEions

From tine to time, the County Hospital Board and WCKA receive grants and
contributions from individuals and private organizations. Revenues from
grangs and contributions, incJ-uding conEribut.ions of capital assets, are
recognized when all eligibility requirements, including time requirements, are
mets. Grants and conEributions may be restricted for eiEher specific operating
purposes or for capiEal purposes. Amounts that are unrestricted or that are
restricEed to a specific operaling purpose are reported as nonoperaEing
revenues. Amounts reslricEed to capital acguisitions are reported after
nonoperating revenues and expenses.

72. Net position

The net positions of the County Hospital Board and WCI(A are classified into
four components. Net position invesEed in capital assets neE of related debt
consisEs of capital assets net of accumulated depreciaEion reduced by the
balances of any outstanding borrowings used Eo finance the purchase or
construction of Ehose assets. Restricted expendable net positsion is the
noncapital net position thaE must be used for a partsicuLar purpose, as
specified by creditors, granlors, or contributors exEernal to the county
Hospital Board and WCKA. ResEricEed nonexpendable net position equals the
principal portion of permanent endowments. Unrestricted net position is hhe
iemaining net position Ehat does not meet the definitj.ons of ttre other three
components of net position.

13. operaEing revenues and expenses

The statemen! of revenues, expenses, and changes in net posltion distinguishes
beEween operating and nonoperaEing revenues and expenses. operating revenues
resuLt from exchang'e EransacEions associated with providing healLh care
servi.ces, hrhich is tshe principal activity of the CounEy Eospital Board and
WCKA. Nonexchange revenues, including tax levies and noncapital grants and
contributiorrs, are reported as nonoperating revenues. operaEing extr)enses are
all expenses incurred to provide health care services, otsher than financing
costs.
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RUSSELL REGIONAL HOSPITAI BOARD

D/B/A RUSSELL REGIONAL HOSPITAL

NOTES TO FINANCIAL STATEMEN|S - CONTTNI'ED

July 31, 2OL7 a\d 2OL6

NOTE A - DESCRIPTION OF REPORTING ENTITY AND SU!.{UARY OF SIGNIFICAI{|
ACCOT NTING POLICIES - Continued

14. NeE patsien! service revenue

Net patient service revenue is reported aE the estimated net. realizable
amounts from patients, third-party payors, and others for services rendered,
including estimated retroactive adjustments ulder reinbursemenE agreeneEts
with third-parEy payors and the provision for bad debts. Retroactive
adjustments are accrued on an estimated basis in Ehe period the related
services are rendered and adjusted j.n future periods as final set.tlemenEs are
determined.

15- Charity care

WCKA provides care to patienEs who meet cerEain criteria under it.s charity
care policy without ctrarge or ats amounts less than its established rates.
Because WCKA does not pursue collection of amounEs determined to qualify as
charity care, tshey are not reportsed as revenue.

76. fncome taxes

The County Hospibal Board is exempt from federal
Sections 115 and 501(a) of the Int.ernal Revenue Code.

taxes pursuant to

WCKA is a not-for-profit cor!,oration as described in Section 501(c) (3) of the
Internal Revenue Code and is exempt from federal income taxes on iEs related
incone pursuant to Section 501(a) of the Code. WCKA'S management is not aware
of any uncertainties in income tax positions. The years endedJuly 31, 20L7,
20J.6, 20a5, and 2014, remain subject to examinaEion by both federal and state
Eaxing auEhorities.

L7 - Su.bsequent events

The County Hospital Board has evaluated subsequent evenEs through January 3,
2018, which is the date the financial statementss were available to be issued.

18. Rec 1as s if i cat ions

certain reclassifications have been made to the 2016 financial statemenEs to
conform to Ehe 2017 presentatj.on.
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RUSSELL REGIONAI HOSPITAI BOARD

D/B/A RUSSELL REGIONAI HOSPITAL

NOTES TO FINANCIAI, STATEMENTS - CONTINI'ED

,ru1y 31, 2OL7 a\d 2OL6

NOTE B - NET PATIErII SERVICE REVENI'E

wcKA has agreements with third-party payors that provide for payments to it at
amounts different from its established charge rates. The amounts reported on
the statement of net posltion as estimatsed tshird-partsy payor settlements
consisE of the estimated differences between the contractual amounts for
providing covered services and the interim payments received for those
servicee. A summary of the palment arrangements with major third-party payors
foLlows:

Medicare - wcKA is a critical access hospital for purposes of the Medicare
program, Eospital and rural health cLinic (RHc) services rendered to
Medicare beneficiaries are paj,d under cost reimlcursement methodologies,
Physician services, oEher than RHc services, rendered to Medicare
beoeficiaries are paid based on a prospectively determined fee schedule.
wcKA is paid for cost reinbursable items at tentative raEes with final
settlements determined after submission of amual cost reports by WCKA and
audits or reviews Ehereof by the Medicare adminj.slrative conEracEor.
wcKA's classification of patients under Ehe Medicare program and Ehe
appropriateness of their admission are subject to an independent reviev" by
a peer review organization. WCKArs Medicare cost reports have been
audiEed or reviewed by the Medicare administrative contractor through
July 31, 2015.

Medicaid - HospiEal services rendered to Medicaid program beneficiaries
are paid at prospectively determined rates. Ttrese rates vary according to
a patients classificati.on sysEem that is based on clinical, diagrrostic, and
other factors. RHc services rendered Eo Medicaid beneficiaries are paid
at a prospectively determined rate per occasion of service. Physician
services, oEher than RHC services, rendered to Medicaid beneficiaries are
paid on a prospectively determined fee schedule. Nursing facility
services are paid at prospecEj-vely detsermined per diem raEes seE annually
oa the basis of cost information supplied by nursing facilities for
preceding calendar years.

BIue cross and Blue shield - A11 services rendered to patients who are
insured by Blue cross-Blue shield are paj-d on the basj,s of prospectively
determined rates per discharge or discounEs from established charges.

WCKA has also entered inEo pal.ment agreements with cerEain commercial
insurance carriers and preferred provider organizations. The basis for
pa)rment to WCKA under Ehese agreemenEs incLudes prospeclively determined
rates per discharge, discounts from established charges, and prospectively
determined daily raLes .
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NOTE B - NET

A summary

RUSSELL REGIONA], HOSPITAI BOARD

D/B/A RUSSELL REGIONAL HOSPITAI

NOTES TO FINANCIAI STATEMENTS - CONTINI'ED

.ru1y 31, 2017 and 2015

PATIENT SERVICE REVET{I E - Continued

of gross and net palienE service revenue follows:

Patient service revenue, net of conEractual adjustments and
before the provision for bad debEs) by major payor sources

Gross paEient service revenue
Contractual adjustments
Medicaid disproportionaEe share

palrmenEs
ChariEy care

Patient service revenue
Provision for bad debts

Net patient service revenue

Medicare
Medicaid
BIue Cross
other third-party payors
Patients

Patient service revenue

2077

$22,458,s87
(7,614,1Ls)

250 ,2L2
(189,711)

14,9L5,073
(711,311)

1L4,203,162

20L't

s 7, s7s, 613
L,423,049
3,065,629
I , 534 ,220
L ,372 ,562

sL4 , 9r5 ,073

20r6

I21, ?s8, 80s
(7 , LL7 ,376)

273 ,4AS
(!26 ,765)

L4 ,7 AA ,7 52
(615,895)

flt-,.-1-?l-,3!s

charity care (buE
is as follows:

20L6

; 7,3].6,L)-2
1,293,088
3,030,710
L,A48,A77
L ,299 ,965

iL4 t188 ,752

Revenue from Lhe Medicare and Medicaid programs accounted for approximately
51 percent and 10 percenE, respectively, of wCNArs net patient service revenue
net of conEracEual adjustments and charity care during the year ended .TuIy 31,
2017, and 49 percent and 9 percent, respectively, of WCKA's patients service
revenue net of contractual adjustments and charity care during Ehe year ended
July 31, 2015. Laws and regulaEions governing Ehe Medicare and Medicaid
programs are extremely complex and subj ect to interpretation- As a result,
there is at Least a reasonable possibility Ehat recorded estimates will change
by a material amounts in the near term.

wcKA is dedicated to providing both services and leadership in caring for the
needy and accepcs all paEients regardless of the ability to pay. wcKA
provides such care to patients who meeE certain criteria urder its charity
care policy without charge or at amount s less than its established rates.
Since WCNA does not attempt to collect amounEs iniEially deEermined to qualify
as charity care, such charges are not j-ncluded in net patient service revenue.
The costs incurred in providing these services of approximateLy 1L24,000 and
S81,oo0 during the years ended July 31, 2017 and 2016, respecLively, are
included in WCKA's operating expenses and are estimated using wcKAis overall
cost-to-charge raEio. In addition, WCKA provides care for medically indigent
patients covered under the Medicaid welfare program ats rales substantially
be1or1' standard charges.
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RUSSELL REGIONAI HOSPITAT BOARD

D/B/A RUSSELL REGIONAI HOSPITAL

NOTES TO FINANCIAI, STATEMEMTS - CONTTNI'ED

JuIy 31, 20!7 and 2Ol5

NOTE C - AILOWANCE FOR I'NCOLLECTIBIE ACCOI'NTS

WCKA's allowance for uncollectible accountss on amou.n! s due from patients was
79 percent and 75 percent of self-pay accounts receivable as of July 3L, 2Ol7
and 2015, respecEively. WCKA'S neE bad debt wriEe-offs were $?28,025 and
i462,252 for the years ended .IuIy 31, 2017 and 2016, respecEively. WCKA dj-d
not change itss charitsy care or uniDsured discount policies during the years
ended July 3L, 2Ol7 or 201-6. WCKA does not maintain a material allowance for
ulco11ecEib1e accounts from third-party payors, nor has iE incurred any
sigrrificant bad debt write-offs from third-parEy payors.

NOTE D - DEPOSITS WITH FINANCTAI, INSTITTITIONS

Kansas staEutes aulhorize the Courty Hospital Board, with certain
restrictj-ons, to deposiE or invest in open accourts, time deposiEs,
certificates of deposit, repurchase agreements, U.S. Treasury Bi1ls and Notes,
and the SEaEe Treasurerrs j-nvestment pooL. Kansas statutes also require that
collateral be pledged for bank deposiEs witsh a fair market value equal to
100 percent of the uninsured amounts and must be assigned for the benefit of
the County Hospital Board.

At July 31, 20L7, the carrying amounts of bank deposits, including
certificates of deposit, vt'ere $4,858,73? for the CounEy Hospj-ta1 Board and
92,046,437 for WCKA. The bank balances for the two entities were S4,890,565
a\d 12,252,599, respectively. Of the Courty Hospital Board's bank balances,
$750,000 was covered by federal depository insurance and $3,160,518 was
covered by collateral held by a third-party bank buE not registered in bhe
Dame of Che County Hospitsal Board and $980,047 was unsecured and
uncollaleralized. Of WCKAis bank balances, $510,957 was covered by federal
deposiEory insurance, $L,524,298 was covered by collateral held by a third-
party bank but not registered in the name of WCKA, aljLd $2L7,344 was ulsecured
and uncollat'eral i zed -

Bank depoaits are included in the financial statements under the following
categories:

2Ar'7 2016

Unrestrictsed fuuds
cash and invested cash

Assets limited as to use
lncernally desigalated

For capital assets
For employee benefitss

By contributors
For specific operating

activities
For capital assetg

Principal of permaneoE
endo\rmetlts

Total bank deposits

s 43 0 , s 10 s )- ,6)-6 ,477

I ,502 , 456

s 438,8?5 s)-,L42,O22

25O ,980

EoEpital
Board

Componeot
uni t

3?,800

Hospital
Board

Component
unit

37,800
2,524,45O

295 ,92L

3 ,086, 811

295,92L

t:.-9J-9.!131 t?.!!jLj]I 9L,l-9-q-,-11-1 t]!l!!!-99"
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RUSSEIJtr' REGIONAL HOSPITAL BOARD

D/B/A RUSSELI, REGIONAI, HOSPITAL

NOTES TO FINANCIAI STATEMENIS - CONTINI'ED

July 31, 2017 a,rd 20L6

NOTE E - ASSETS LTUITED AS TO USE

The compoEition of assets limited as to use is as follows:

20L7

rnternaLLy designaEed
For capital assetss

cash

For employee benefits
cash

By contributors
For specific operating

ac t. ivit ies
cash

For capital assets
Cash and certificates

of deposit

Hogpital component Hospital CornponenE
Board uni.t Board unit

9]!s9?,!E E_ !_Liq3r_:?1 9__

9-------------: !----3-9?.,-1-€-€. S- g---?-q-q-,2-9-9.

s - s 3?,800 $ - $ 3?,800

$2,s28,850 $ - $3,085,811 S-
Contribution receivable L46,031 393,74a

*.,s13.,_93). S_ !il_9_9i!2 q_
Principal of permanent

endowments
CerEificates of deposit 5 295,921 I - 5 296,92L S -
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RUSSELL REGIONAL HOSPITA.IJ BOARD

D/B/A RUSSELL REGIONAI HOSPITAI,

NOTBS TO FINAICIAL STATEMENTS - CONTINT'ED

.ruIy 31, 2017 and 2015

NOTEF-CAPITATASSETS

CapiEal asset additions, retsirements, and balances for the County Hospital
Board are as follows:

20L1
Trangfers

Beglnning and
bala[ce additsions

s 337 I -
L2,07t,962 17,348
2,459,264 300,580

L4,531,563 318,028

Retirements
Ending

balance

s 33?
t2,089,3LO
2,759 ,944

14,849,591

Land and iq)rovements
BuildingE and fixed equiprnent
Major mova.ble equipmenc

Totals ats historical cogt

Less accumulated depreciation
and amortization

Buildings and fixed
equipment

Major movable equipment

Consgructsion in progresg

Capital assets, nets

Land and inltr)rovement.E
Buildings and fixed equipment
Major novable equipments

Totats at hislorical cost

tess accumulated deprec j.ation
and anortsization

Buildings and flxed
equiPment

Major movabfe equipment

constsructsio! in progress

CapiEal assets, net

Transfers
and

additions Retsi.rements

$-$-
4,2L4,498

481 , t-95

L,70! ,693

7 ,2L6,636
1,733,530

8, 950, 166

43 ,595

t-l:92!CZ

5L9,437
240,344

?50,18s

1,415,546

t___jl3t32 s_

7 ,735,4?3
L,973,478

9, 710, 351

1,459,24r

E__qi_z_Ll-e1

2475

Beginning
balance

s 337
!0 ,857 ,464
L,972,069

'J-2,A29,A1O

Ending
balance

s 337
L2 ,07L,962
2,459,264

14, 531, 553

7,216,636
1,733,530

8,950.155

t-l!52!!222

6,',726,237
1, S53 , 934

8,29O ,17L

273 ,!23

5 4,Ar2,822

490,399
769 ,596

659,99s

1229 ,528)

9-----9-Ur-1-Z-q $-
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RUSSELL REGIONAT HOSPITAI BOARD

D/B/A RUSSELL REGIONAT HOSPITAI,

NOTES TO FINANCIAL STATEMMITS - CONTINI'ED

July 31, 2017 and 2015

NOTE F - CAPITAI ASSETS - Continued

Capj.tal asset additions, retirements, and balances for WCKA are as follows:

20 L'7

Tra!sfers
Beginning and
balance additiong

I 231 ,A74 S -
951,805

2,895,008 39L,4'75

4, O44,587 39)-,475

Land inprovemeots
Fixed equj,pnent
Major movable equi.pment

TotaLs at historical cost

Less accumuLated depreciaCion
and amort.ization

Land improvemenEs
Fixed equipnent
Major movable equipment

Construction in progress

Capital assetss, net

9t4,294
2,350,499

3,3A3,344

25 ,455
8,096

209,97L

243 ,522

5 ,9O7

s __13?,M

a7,'t5o

87,7s0

$ 701,343

Retsirements

$-
135,000

135,000

EndiIrg
baLance

I 231 ,A74
9s1,805

3,151,483

4 ,341-,162

140,005
926,390

2,4'72,720

3,539,116

6,9O7

9----39!r2:ft-----!l-:3:'!

2075

Beginning
balance

$ 237,A',74
951,805

3,O44,026

4,23'7 ,705

89,096
772,750

2,355,A99

3 ,2tA , ?45

!--L-9-1-9r-2-q-q

58,31s

58,315

2Lr,333

2LL,333

211,333

Ending
balance

$ 23'7,A74
951,805

2,895,OO8

4 , OA4 ,547

114,551
9r8,294

2,350 ,499

3,343,344

$ 701,343

Tranaferg
and

additions Retirements

)-)-Land improvements
Pixed equipment
Major movable equipment

Totals aE higtorical cost

Less accumulated depreciat.ion
and amort.ization

Land irq)rovenenes
Fixed equipment
Major movable equipment

Capital assets, net

25 ,455
L45,544
2O4,933

l---illlil?

))



RUSSELI] REGIONAI HOSPITAT BOARD

D/B/A RUSSELL REGIONAL HOSPITAI

NOTES TO FINANCIAL STATEMENTS - CONIINUED

JuIy 31, 2017 and 2015

NOTE F . CAPITAI ASSETS - ConEinued

The County Hospital Board's construcEion in progress consists of architect
fees and consEruction costs incurred for a clinic building addition. The
county Hospital Board has outstanding commitments for this project of
approximately $1,149,000 at Ju1y 3L, 201,1 .

On November 4, 2003, a majority of Ehe qualified eLecEors of Ehe County
approved, at a special bond election, the question of whether to issue general
obligation bonds of Ehe CounEy in an amount not to exceed $5,500,000 to pay
the costs of making improvements to the hospj-tal faciliEy. The County issued
its General Obligation Hospital Bonds, Series 2004, o\ ,ru1y 1, 2004, in the
anount of 55,500,000. Costs incurred by Ehe Courty Hospitsal Board subsequent
to issuance of the bonds for renovaEions and additions to its facility were
submiEted tso the Courty for reinbursement from fhe bond proceeds-
Reimbursements received and costs paid directly from the bond proceeds were
recorded as capital conEributions -

On May 15, 20f2, the CounEy issued its General Obligation Hospital Refunding
Bonds, Series 2012, in the amount of $4,530,000. The proceeds of Ehe
2012 bonds along with other funds were used to refund the Series 2004 bonds
and to pay costs relaEed to the issuance of the 2012 bonds.

To the extent that resources are available, the Countsy Hospital Board a!.d WCKA
have agreed to transfer funds to the County for purposes of making principal
and interest payments on the bonds as Ehey cone due. However, it is uncertain
wtrat amounts, if any, the Ev'o entities will be alf,le to transfer to the County
in fuEure periods. The County HospiEal Board transferred $422,530 and
5425,028 to the County during 2017 and 2016, respectively, to pay principal
and interest due on the bonds.

NOTE G - EMPLOYEE HEALTH INSI'RANCE

WCI(A sponsors a self-insured employee trealth insurance p1al. WCKA reinsures a
portion of its risk under that plan. The reinsurance arrangenent generally
covers claims totaling over 530,000 for each covered individual on an annual
basis for claims incurred prior to January L, 2of1 , and generally covers
claims totaling over S40,000 for each covered individual on an annual basis
for claims incurred on or after January L, 2oL7- The reinsurance arrangement
also covers aggregate annual claims of Ehe plan in excess of an amount
determined in relalion to Ehe ounber of individuals participating in Ehe plan
during the year- covered employees also provide part of the funds to pay
claims through monthly contributions at predetermined rates. wcKA has
retained an agent to process and settle claims.



RUSSELL REGIONA], HOSPITAL BOARD

D/B/A RUSSELI, REGIONAL HOSPITAL

NOTES TO FINA}ICIAL STATEI,IENTS - CONTINI'ED

July 31, 2017 and 2016

NOTE G - EMPLOYEE HEATTH INST RANCE - Continued

The following is a summary of tshe actsivity under this arrangement:

207'1 20r5

EstimaEed net health insurance claims
payable at beginning of year S 8,379 $ U2,000

Provision for employer's share of incurred
claims and relaEed expenses for the year,
neE of any reinsurance proceeds 859,155 825,776

Participant contributions 465,629 408, 190
PalrmenEs made for claims and related expenses (1,280,901) (L,337,587)

Estsj-mated net health insurarrce clai.ms payable
at end of year S 62,262 $ 8,379

Estimated health inaurance clains payable
ats end of year (included in accrued
salaries, wages, and benefits) $ 102,000 g 90,000

Reinsurance proceeds recoverable ( included
in other receivables) (39,738) (81,521)

9---92,2e i-------9-,-11-2

NOTE H - NOTES PAYABLE TO BANKS

The counEy HospiEal Boardrs note payable to bank is summarized as follows:

2017 20L6

3-50t note payable to I,MB Bank, original
amount of $399,597, payable in quarterl,y
instaLlments of $15, 055 including
interest, through october 31,, 2022,
collaLeralized by building improvements $ 307,010 $ 359,967

Less current portion of note payable
Eo bank 54,743 53,014

Note payable to bank, less currents
Dorr.ion I 252,221 $ 306,953

24



RUSSELL REGIONAT HOSPITAT BOARD

D/B/A RUSSELI, REGIONAI HOSPITAL

NOTES TO FINANCIAI STATEMENIS - CONTfNI'ED

Ju1y 31 , 2Or7 an.d 2OL5

NOTE H . NOTES PAYABLE TO BANKS - Continued

The following is a summary of changes in Ehe County Hospital Boardts noEe
payable tso bank:

OutsEanding at beginning of year
Obligations incurred
Principal paymenEs

Outstanding at end of year

Scheduled payments on the County Hospital
follows:

Priucipal

$-----:-9-Z-,-ql-q

are summarized

2071

$ 3s9,967

(52 , 9s1'l

!____I]aqg
Board's note payable

Interest

< o ,a?
1,6L6
q 1L)

3 ,716
.760

117

t_____21 1!!
as follows:

20L6

$-
399 ,597
(39,530)

t___]!2J!1
Eo bank is as

Total

$ 54,226
64 ,226
54,226
64.226
61 ,226
14, 334

S----i!-1-,1-91

20t6

a,420

4,420

2 018
20L9
2020
202L
2022
2023

TotaL mini,mum lease
palrmentss

WCKA'S notee payable to bank

54,143
55,510
5A ,444
50,450
62 , 456

4.50? note payable to FideliEy State
Bank & Trust Company, original amounE
of i24,935, payable in equal monthly
instaLlments of i2,829, including
interest, through october L, 20L7,
collaEeralized by refundable ulearned
medical malpractice insurance premiums

5.00? note payable to south!,rind Bank,
original amou-nt of $L3,428, payable in
monthly installments, including interest
through May 14, 2022, collaEeralized by
a vehicle with an amortized costs of
$14, s5s

Less current portion of notes payable
to bank

Notes payabl-e to bank, less current
porEion

$ 1,492 I 8,420

2017

13,043

24 ,535

13,939

$ 10,s95

25
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RUSSELI REGIONAL HOSPITAI BOARD

D/B/A RUSSELL REGIONAI HOSPITAL

NOTES TO FINANCIAL STATEMENf,|S - CONTINI'ED

,ru1y 31, 2OL? a,rd 2OL6

NOTE H - NOTES PAYAATE TO BANKS - Continued

The following is a summary of changes in wCKA's notes payable Eo bank:

Scheduled palments on wCXArs noEes payable to banks are as follows:

Principal

outstanding at beginning of year
obli-gatsions iucurred
Principal palments

outsEanding at end of year

2 018
2019
2020
202L
)i,

Total minimum lease
pal.ments

I I ,42O
s2,718

(55,653)

$ 24,s3s

Interest

$ 58s
47L
340
202

50

s 493 , O2s

$ 400,903

20L6

I L, s17
57 ,839

(s0,996)

E___-___!_4?_q

Total

s L4,624
3,044
3t044
3,044
2,s37

$ 26 ,293

2076

$ 28L, rs2

99 , 549

$ 181, s53

13,939
2 ,513
2,704
2 ,842

s 24 , s3s !-------LI-q.

NOTE I - CAP]TAJ, LEASE OBLIGATIONS

Capital lease obligaEions for WCKA are sumnarized as follows:

2071

capital lease obligations, imputed
interest rates of 3.2t to '1 .7*,
collateralized by leased equipment
with an amortized cosu of 95a2,492

Lese current portion of capital lease
oblj.gations

capiEal lease obLigaEions, less
current portion

26



RUSSELL REGIONAI HOSPITAI. BOARD

D/B/A RUSSELT REGIONA1 HOSPITAI

NOTES TO FINANCIA! STATEMEIITS - CONTINI'ED

.luIy 31, 20!7 arrd 2OL6

NOTE I - CAPITAI, LEASE OBTIGATIONS - Continued

scheduled pal.ments on WCKArs capiEal lease obligaEions are

Principal

follows:

ToEal

2 018
2 019
2020
202L
2022
Thereafter

ToEal minimun lease
payments

The following is a summary

t----322-'-9?E t-----52-'lSa

of changes in wCKAts capital lease

20L7

I 2A1, L52
358,601

(L46,728\

I 493 ,02s

l----!!!-,f9q
obligations:

2015

$ 518,524
40 , 425

(218 , L91)

t____2318"

capital lease obligations

2416

92 ,L22
81,353
74,169
59 ,206
40,563

InEerest

17, 985
13 ,937
10,355
7,02r
5 ,367
8, 096

110,107
95,300
85 ,124
66 ,221
45,930

Outstsanding at beginning of Year
obligations incurred
Principal palmenEs

oulstanding aE end of year

NOTE J - INTEREST EXPENSE

Total interest costs on notes payable to banks and
are as follows:

207'7
Hospical Component
Board unit

s 11,258 s 20,872

s 11, 258 5 20 , e12

Total interest incurred

Interest expense

Hospital Components
Board units

$ 8, 834 5 2L,72L

$ !-,- 1 9----4.'14

NOTEK-OTHERSUPPORT

WCKA is dependent on the Courty Hospital Board for continuing oPerations ' The
support co;sisEs of either toans (in the form of [oninterest-bearing notes) or
di-rict eguity transfers. The County Hospj,tat Board directly transferred
$336,615 and $239,576 to wcKA during che years ended July 31, 2017 and 2015,
respectivelY.

2'7



RUSSELL REGIONAT IIOSPITAI BOARD

D/B/A RUSSELL REGIONAI, HOSPITAT

NOTES TO FINANCIAL STATEMENTS - CONTINI]ED

July 31, 2017 and 2015

NOTE IJ - OPERATING LEASES

WCKA leases property and equipmenE from the County Hospital Board urder a
Iease ag,reemenE o.piring on July 31, 2026, under the tserms of the agreement,
wCxA is Eo make payments for leases and other obligations previously incurred
by the County Hospital Board, There were no further minimum lease palmenEs
due under Ehis agreement as of JuIy 31, 2003.

wcKA also leases equipment under various operaEing leases. Renta1 expense for
aI1 operating leases consisted of the following:

20L7

25 ,694

I 25 ,694

20L6

i 24,gss

Mi-nimum rentals due under leases
expj-ring in more than one year

Other rents

NOTEM-PENSIONPI,AN

wcI(A sponsors the Russell Regional Hospitat 401 (k) Plan (the Plan) a defined
contribuEion p1an. The Plan covers substantiatly all full-time employees who
have compLeted one year of service and are at least 21 years of age. wcKArs
conErj-bulions to the Plan are 5O percenE of each participant's elective
deferral, nots to exceed 4 percenE of tshe participant's compensation.
ParEj,cipanEs may defer up to 24 percent of their annual gross wages.
Participant contrj.butions are LOO percenE vested aE aII times and employer
contribuEion provisions, including contsributsion requirements, may be amended
by WCIG. ConEributions to ttre Plan for Ehe year ended July 31, 2017, were
approxlmately $414,L09, which consisEed of $95,881 from WCKA and $31?,229 from
employees. contributions to the Plan for the year ended July 31, 2015, were
approiimat"ty $358,675, which consisEed of $83,205 from wcKA arrd $285,4?1 from
employees ,

NOTE N - CONCENTRATION OF CREDIT RISK

wC(A grants credit wi.thout collateral to its patients, most of who are 1oca1
resid.;nts and are insured under third-party payor agreemerrts ' The mix of
patient accountss receivable from patients and third-party payors is summarized
as follows:

Medicare
Medicaid
BIue Cross
Other insurance
Patients

2017

43 .22
5.1

tL .2
26 .7

100.0*

20L6

33.5t
6.1

L3 .7
18 .4
28.2

1!!- es

2a



RUSSELL REGIONAI HOSPITAL BOARD

D/B/A RUSSELI, REGIONAL HOSPITAI

NOTES TO FINANCIA], STATEMEMTS - CONTINI'ED

JuIy 31, 2O!'l arrd 2Ol5

NOTEO-RISKMANAGEMENT

For the year ended ,fuly 31, 2017, wcKA was j.nsured for professional liability
ulder a cornprehensive hospital liability policy provided by an independent
insurance carrier with limits of $200,000 per occurrence up Eo an annual
aggregate of $500,000 for all claims made during the policy year. wC(A is
furcher covered by lhe Kansas llealth Care stabilization Fund for claims in
excess of its comprehensive hospital liabiliEy policy up ro $800,000 pursuant
to any one j udgment or seELlemenE against i.t for any one party, su.bject to an
aggregatse limitation for all j udgmentss or setElements arising from a1I claims
made in tshe policy year in the amount of $2,400,000. The poli.cy provided by
the independenE insurance carrier provides for umbrella lialcility coverage in
excess of the underlying limits set forth above in the amount of S1,000,000
per occurrence with an aggregate amourE in any poU-cy year of S1,000,000. A1I
coverage is on a claims-made basis, The above policies are currently in
effect lhrough August 1, 2018. wcKA j-ntends to renew Ehis coverage on that
date and is aware of no reason why such coveragie would be denied at Ehat ti,me,

No accrual for possible losses attributable Eo incidents that may have
occurred buts that have not been identified under I,ICKA'9 incident reporting
system has been made because the amourt is not reasooably estimable. Based on
hisEorical experience and present conditions, it is the opinion of management
that any claj.ms or expenses for unasserted claims related Eo periods prior to
July 31, 2017, will have no maEerial effect on Ehe financial staEemeDts of
wcKA or the counEy Hospital Board.

In addition to the risks disclosed elsewhere in these financial statements and
noEes thereto, Ehe county HospiEal Board altd wcI(A are exposed to warious risks
of loss related Eo torts; thefts of, damage to, and desEructj,on of assets;
errors and omissions; injuries to employees; and natural disasters. The
County Hospital Board and wcKA purchase commercial insuralce for these risks-
Settled claims have not exceeded this commercial coverage in any of the pasts
three years.

NOTE P - SI'BSEQI'EMT EVENTS

During AugusE 2017, WCKA enEered inEo a financing agreement of approximately
9333,000 for lhe purchase of digj.tal radiology equipmen! and remodeling of a
radiology room. The agreement is for seven years, rfith monthly principal and
interesE palments of $5,357 .

29


