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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

Report on the Financial Statements

I have audited the accompanying financial statements of the business-type activity of Rice
County Hospital District #2, d/b/a Sandstone Heights Nursing Home, Little River, Kansas,
which comprise the Balance Sheet as of December 31, 2017, and the related Statements of
Revenues, 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.

Management’s Responsibility for the Financial Statements

Management is responsible for the -preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States
of America; this includes the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of financial statements that are free
from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

My responsibility is to express an opinion on these financial statements based on my audit.
I conducted my audit in accordance with auditing standards generally accepted in the United
States of America and the Ransas Municipal Audit and Accounting Guide. Those standards
require that I 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
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. Im making those risk assessments, the auditor
considers internal control relevant to the organizations’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 organizations’s internal control. Accordingly, I express no such
opinion. An audit also includes evaluating the appropriateness of accounting peolicies used
and the reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

I believe that the audit evidence I have obtained is sufficient and éppropriate to provide
a basie for my audit opiniomn.

Opinion _ :

In my opinion; the financial statements referred to above present fairly, in all material
regpects, the financial position of the business-type activity of Rice County Hospital
District #2, d/bfa Sandstone Heights Nursing Home, Little River, Kansas, as of December
31, 2017, and the changes in net position and cash flows for the year then ended in
conformity with accounting principles generally accepted in the United States of America.



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 required 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 1l and Schedule of Capital Assets on
Page 12 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
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.

James R. Northcutt
Wichita, Kansas

October 23, 2018



RICE COUNTY HOSPITAL DISTRICT NO. 2

d/bfa

SANDSTONE HEIGHTS NURSING HOME
Little River, Kansas

BALANCE SHEET

December 31, 2017

‘ ASSETS
Current Asgsets ’
Cash
Short-term investments
Accounts receivable - residents
Less: allowance for doubtful accounts
Tax levy receilvable
Other receivables and prepaid expenses
Total current assets

Property and Equipment
Cost '
Lesg: accumulated depreciation
Net property and equipment

Total Assets

$ 830,114.26
140,000.00
235,324.89
(39,838.85)
495,181.00

12,534.84

$3,401,189.11
(2,723,103.18)

Exhibit "A"

$1,673,316.14

678,085.93

$2,351,402.07

LIABTLITIES, DEFERRED INFLOWS QOF RESOURCES, AND NET POSTTION

Current Liabilities
Accounts payable
Prepaid resident accounts
Taxes and withholding payable
Salaries and wages payable
Accrued compensated absences
Capital lease obligation

- =~ -due within one year

Total current liabilities

Deferred Inflows of Resources
Property tax revenue

Net Position. :
Invested in capital assets, net
Reserved for memorial/education funds
Unrestricted: ' ‘
‘Total net position

Total Liabilities, Deferred Inflows of Resources,

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

$ 63,159.72
19,073.85
18,514.58
52,582.24
32,182.11]

18,056.97

$ 678,085.93
17,788.33
956,777.34

and Net Position

$ 203,569.47

495,181.00

1,652,651.60

$§2,351,402.07



RICE COUNTY HOSPITAL DISTRICT NO. 2

dfb/a

SANDSTONE HEIGHTS NURSING HOME

Little River, Kansas

STATEMENT OF REVENUES, EXPENSES, AND CHANGES

IN NET POSITION

For the Year Ended December 31, 2017

Operating Revenue _
Resident care - private pay : . _ 5

Resident care - Medicaid 1,

Resident care - Medicare
Agsisted living
Apartment income

.+ Meals
Other

689,697.26

215,808.21
355,097.81
151,619.70
35,567.10
3,014.33
126.62

Total operating revenues

Qperating Expenses

$1,812,302.54

Personnel
Food 84,534.30
Assisted living/apartments 134,841.31
Contracted services 384,166.34
Consumable supplies 173,113.84
Depreciation - nursing 68,015.39
-Other 281,434,07
Total operating expenses

Net income(loss} from operafions

Non-operating Revenue
Tax revenue $ 507,775.49
Contributions 1,553.13
Interest 1,423.43

Exhibit "B

$2,450,931.03

2,938,407.79

Total non-operating revenue
Increase in net position
Net posiﬁion - beginning of year
Net Position - End of Year

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

$ (487,476.76)

510,752.05

23,275.29

1,629,376.31

$§1,652,651.60



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

STATEMENT OF CASH TFLOWS ‘ Exhibit "C"
For the Year Ended December 31, 2017

Cash Flows From Operating Activities :
Cash received - residents and third party payors $2,379,671.29

"Cash paid to suppliers and employees . (2,861,726.70)
Tax revenue . - : 507,775.49
Contributions . : . 1,553.13
Interest received A . 1,423.43
Interest paid : (0.00)

Cash provided by operating activities o $ 28,696.64

Cash Flows From Investing Activities
Purchase of property and eguipment ' . o (61,510.84)

Cash Flows From Financing Activifies

Payment capital lease cobligation , ' (18,057.04)
Net increase(decrease) in cash ) 5(50,871.24)
Cagh - beginning of year 880,985.50

Cash - End of Year _ - ' _ _ - $830,114.26

Reconciliation of Net Income to Net Cash Provided by Operating Activities
Net income ~ $ 23,275.29
Adjustments to reconcile net income to net

net cash provided by operating activities -
Depreciation , : , ~ 95,730.03

Change in deferred revenue (9,348.29)
Change in receivables/prepaid exp. (60,043.45)
Change in payables (20,916.94)

Cash Provided By Operating Activities : § 28,696.64

Supplemental Schedule of Non-Cash Investing and Financing Activities
None

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



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

" NQTES TO FINANCIAL, STATEMENTS
' December 31, 2017

Summary of Significant Accountlng 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 . intermedlate care nursing home, an
assisted living facility, and independent living apartments in Little River,
Kansas. The financial statements of the District present financial
information of the Distriect as a whole by including all distriet funds.

Basgis of Accounting

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

Cash : ' :
The District considers all highly llquld debt 1nstruments purchases with a
maturity of three months or less to be cash.

Accounts Receivable :

The Disttict 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
liability is determined. Accounts are considered delinquent and
subsequently written off as bad debts based on individual credit evaluation
and specific ecircumstances of the account,

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 liability 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 is 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 increase the originally
adopted budget, a public hearing must be held. There was no budget
amendment for the year ended December 31, 2017. All legal operating budgets
are prepared using the modified accrual 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 1s 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 in 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.

'Summarv of Significant Accounting Policies-cont,

Net Position

Net position of the District 1s 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 components
of net position. -

Compliance With Kansas Law

Ransas law requires that the Dlstrict legally adopt a fixed budget. Actual
expenditures compared to budgeted expenditures for the year ended December
31, 2017 are as follows:

Actual : $2,941,294.58

Budgeted ‘ : 3,619,057.00
Favorable Variance l . 5 677g762.42

De9051ts and Investments :

Deposits - At vear-end the carrying amount of the District’s deposits,
including certificates of deposit, was $970,114.26. The bank balance was
51,037,130.64. 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 insurance and $647,130.64 was collateralized
by pledged securities held under joint custody recelpts 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 imn U.S.
Treasury bills and notes, repurchase agreements, and the State Municipal
Investment Pool. The District had no such investments at December 31, 2017.
Property and Eguipment

A summary of property and equipment is as follows:

- Buildings and improvements : $2,160,082.89
Furnishings and eguipment _ 1,0605,778.60
Vehiclgs _ - : 133,890.12
Land 42,084.20
‘Land improvements _ ' : 59,353.30
Total Property and Equipment : $3,401,189.11

Depreciation expense for the year ended December 31, 2017 was $95,730.03.



NOTES TO FINANCTIAI, STATEMENTS - CONT.

5.

Risk Management _

The District is exposed to various risks 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 is purchased for claims arising from such matters.
Settled claims have not exceeded this commercial coverage im 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 231, 2017 was 534,263.71.

Capital Lease QObligation
For acquisition of van. Due in semi-anmual installments of $9,028.52 with
final payment due September 15, 2018. Interest rate calculated at 3.24%
which is capitalized to the cost of the vehicle. . Secured by the vehicle
acquired under the lease.

Total required payments - $ 18,056.97

Less - portion due within one year 18,056.97
Total Long-Term Capital Lease Obligation § 0.00

Capital lease obligation payments mature during the fiscal years ended
December 31, in the following amounts: :

2018 . §18,056.97
2019 o : 0.00
2020 0.00
2021 . 0.00
2022 0.00
Total | : $ 18,056.97

Interest costs for the term of the lease were $1,248.27, all of which were
capitalized.
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NOTES TO FINANCIAL STATEMENTS - CONT.

9.

10.

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
regidents for payment of resident fees.

Revenue from the State of Kansas Medicaid program and the Federal Medicare

. program accounted for approximately 50% and 14% respectively of the

District’s total operating revenue.

Evaluation of Subsequent Events
The District has evaluated subsequent events through October 23, 2018 which
were available to be issued that same day.

Subsequent to the balance sheet date, District voters on September 5, 2018
approved the issuance of general obligation bonds not to exceed 32,355,000
to finance facility dimprovements. The election authorized a- general
obligation bond mill levy to service the approved bonded indebtedness.



RICE COUNTY HOSPITAL DISTRICT NO. 2

d/b/a
SANDSTONE NURSING HOME
Little River, Kansas

SCHEDULE OF EXPENSES .

For the Year Ended December 31, 2017

Personnel
Salaries and wages $1,288,999.94
‘Salaries - administration/maintenance 165,537.52
Fringe benefits and taxes 357,765.08
Total personnel
Food
Apartment [Assisted Living
Salaries o o $  40,867.13
Fringes benefits and taxes ' 7,686.65
Insurance : 8,289.50
Consumable supplies 5,762.39
~ Food _ 17,314.25
Maintenance/utilities 20,687.25
Other 6,519.50
Depreciation 27,714.64
Total apartment/assisted living : :
Contracted Services :
Health services . o § 327,242.74
Health consultants 10,867.36
Financial ) 30,801.92
Other professidnal fees i5,254.32
Total comntractual
Consumable Supplies
Depreciation - nursing
Other Costs
Training , ' $ 10,969.10
Travel ‘ ' 5,636.56
- Minor equipment 21,356.77
T.awn careftrash - 785.15
Activities/resident expense 5,250.71
Utilities 71,691.33
- Advertising _ 21,416.37
Licenses/dues/subscriptions 10,820.18
Telephone 16,332.22
Repairs and maintenance 19,267.19
Insurance "30,952.66
Provider assessment 29,448.00
Software and updates 9,555.80
Other 12,581.76
Lease and rent 15,370.27

Total other costs
Total Expenses

See independent auditor’s report.

-1]-

Schedule "1"

$1,812,302.54

84,534.30

134,841.31

384,166.34
173,113.84

68,015.39

281,434.07

$2,938,407.79
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