RICE HOSPITAL DISTRICT
EAGLE LAKE, TEXAS

As of and for the Years Ended
March 31, 2020 and 2019

INDEPENDENT AUDITOR'S REPORT
Board of Directors and Management
Rice Hospital District
Eagle Lake, Texas
We have audited the accompanying statements of net position of Rice Hospital District, as of March 31,
2020 and 2019, and the related statements of revenues, expenses, and changes in net position and
statements of cash flows for the yeas then ended, and the related notes to the financial statements, which
collectively comprise Rice Hospital District’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
Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Rice Hospital District, as of March 31, 2020 and 2019, and the changes in its
financial position and its cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America.
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Other Matter
Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages A-1 through A-5 be presented to supplement the basic financial
statements. Such 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.
We have applied certain limited procedures to the required supplementary information in accordance
with auditing standards generally accepted 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 audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Durbin & Company, L. L. P.
Lubbock, Texas
September 15, 2020

RICE HOSPITAL DISTRICT
EAGLE LAKE, TEXAS

Management’s Discussion and Analysis

As of and for the Years Ended
March 31, 2020 and 2019

RICE HOSPITAL DISTRICT
UNAUDITED
MANAGEMENT’S DISCUSSION AND ANALYSIS
AND FINANCIAL STATEMENTS

Our discussion and analysis of Rice Hospital District’s (the “District”) financial performance provides
an overview of the District’s financial activities for the fiscal years ended March 31, 2020 and 2019.
Please read it in conjunction with the District’s financial statements, which begin on page 1.
FINANCIAL HIGHLIGHTS


Cash and cash equivalents increased in 2020 by $1,274,599 or 89.3% and decreased in
2019 by $385,434 or 21.3%.



The District’s net position reflects a $1,478,286 or 90.2% increase in 2020, and a
$512,700 or 23.8% decrease in 2019.



The District reported an operating income in 2020 of $1,175,304 and in 2019 of
$1,156,024. The operating income in 2020 increased by $19,280 or 1.7% over the income
reported in 2019.



Net nonoperating revenues (expenses) increased in 2020 by $1,971,706 or 118.2%, as
compared to 2019. Net nonoperating revenues (expenses) decreased by $399,500 or
31.5%, in 2019 as compared to 2018.

USING THIS ANNUAL REPORT
The District’s financial statements consist of three statements, a Statement of Net Position; a Statement
of Revenues, Expenses and Changes in Net Position; and a Statement of Cash Flows. These financial
statements and related notes provide information about the activities of the District, including resources
held by the District but restricted for specific purposes by contributors, grantors, and enabling
legislation.
The Statement of Net Position and Statement of Revenues, Expenses, and Changes in Net Position
Our analysis of the District’s finances begins on page A-2. One of the most important questions asked
about the District’s finances is, “Is the District as a whole better or worse off as a result of the year’s
activities?” The Statement of Net Position and the Statement of Revenues, Expenses, and Changes in
Net Position report information about the District’s resources and its activities in a way that helps
answer this question. These statements include all restricted and unrestricted assets and all liabilities
using the accrual basis of accounting. All of the current year’s revenues and expenses are taken into
account regardless of when cash is received or paid.
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These two statements report the District’s net position and changes in them. You can think of the
District’s net position - the difference between assets and liabilities - as one way to measure the
District’s financial health, or financial position. Over time, increases or decreases in the District’s net
position are one indicator of whether its financial health is improving or deteriorating. You will need to
consider other nonfinancial factors; however, such as changes in the District’s patient base and measures
of the quality of service it provides to the community, as well as local economic factors to access the
overall health of the District.
The Statement of Cash Flows
The final required statement is the Statement of Cash Flows. The statement reports cash receipts, cash
payments, and net changes in cash resulting from operations, investing, and financing activities. It
provides answers to such questions as “Where did cash come from?” “What was cash used for?” and
“What was the change in cash balance during the reporting period?”
THE DISTRICT’S NET POSITION
The District’s net position is the difference between its assets and liabilities reported in the Statement of
Net Position on page 1. The District’s net position increased by $1,478,286 or 90.2% in 2020 and
decreased by $512,700 or 23.8% in 2019, as shown in Table 1.
Table 1: Assets, Liabilities, and Net Position
2020

2019

2018

Assets:
Cash and Equivalents
Other Current Assets
Capital Assets (net)
Total Assets

$ 2,701,696
440,763
1,378,950
$ 4,521,409

$ 1,427,097
223,760
1,464,406
$ 3,115,263

$ 1,812,531
310,479
1,550,443
$ 3,673,453

Liabilities:
Long-Term Debt Outstanding
Current Liabilities
Total Liabilities

$ 1,390,364
13,823
1,404,187

$ 1,451,794
24,533
1,476,327

$ 1,510,489
11,328
1,521,817

12,612
1,626,324
1,638,936

39,954
2,111,682
2,151,636

$ 3,115,263

$ 3,673,453

Net Position
Invested in Capital Assets,
Net of Related Debt
Unrestricted
Total Net Position
Total Liabilities and Net Position

(11,414)
3,128,636
3,117,222
$ 4,521,409
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OPERATING RESULTS AND CHANGES IN THE DISTRICT’S NET POSITION
In 2020, the District’s net position increased by $1,478,286 or 90.2% and decreased by $512,700 or
23.8% in 2019. This change is made up of different components, as shown in Table 2.
Table 2: Operating Results and Changes in Net Position
2020

2019

2018

$ 1,233,110
52,906
1,286,016

$ 1,233,110
34,783
1,267,893

$ 1,233,110
59,016
1,292,126

19,240
6,017
85,455
110,712

19,555
6,277
86,037
111,869

19,220
97,204
92,039
208,463

1,175,304

1,156,024

1,083,663

Nonoperating Revenues (Expenses):
Property and Sales Tax Revenue
Noncapital Grants and Contributions
Indigent Care Expense
Interest Income and Investment Return
Interest Expense
Gain (Loss) on Disposal of Assets
Total Nonoperating Revenues (Expenses)

1,911,457
25,000
(1,552,203)
9,170
(90,442)
302,982

1,845,318
(3,440,307)
9,985
(83,720)
(1,668,724)

1,700,569
(2,895,778)
4,203
(76,991)
(1,227)
(1,269,224)

Increase (Decrease) in Net Assets

1,478,286

(512,700)

(185,561)

Net Position, Beginning of Year

1,638,936

2,151,636

2,337,197

$ 3,117,222

$ 1,638,936

$ 2,151,636

Operating Revenues:
Lease Revenue
Other Operating Revenue
Total Operating Revenue
Operating Expenses:
Professional Fees and Purchased Services
Other Operating Expenses
Depreciation and Amortization
Total Operating Expenses
Operating Income

Net Position, End of Year
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Operating Income
The first component of the overall change in the District’s net position is its operating income or loss generally, the difference between operating revenues and the expenses incurred to perform those
services. In each of the past two years, the District has reported an operating income. This is consistent
with the District's recent operating history as the District primarily earns revenue from the lease of a
hospital facility. The District also levies property taxes to support the health care of lower income and
other residents.
The operating income for 2020 increased by $19,280 or 1.7% as compared to 2019. The primary
components of the increased operating income are:


An increase in other operating revenue of $18,123 or 52.1%.



A decrease in operating expenses of $1,157 or 1.0%.

The operating income for 2019 increased by $72,361 or 6.7% as compared to 2018. The primary
components of the increased operating income are:


An decrease in other operating revenue of $24,233 or 41.1%.



An decrease in operating expenses of $96,594 or 46.3%.

Nonoperating Revenues and Expenses
Nonoperating revenues consist primarily of property and sales taxes levied by the District and interest
income and investment earnings. Property and sales tax increased by $66,139 in 2020 and $144,749 in
2019.
Nonoperating expenses also include indigent care expense. Indigent care expense decreased by
$1,888,104 or 54.9% in 2020 and increased by $544,529 or 18.8% in 2019, due to the unpredictable
nature of state programs and funding opportunities.
THE DISTRICT’S CASH FLOWS
Changes in the District’s cash flows are consistent with changes in operating incomes and nonoperating
revenues and expenses for 2020 and 2019, as previously discussed.
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CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets
At the end of March 31, 2020 and 2019, the District had $1,378,950 and $1,464,406, respectively,
invested in capital asset, net of accumulated depreciation, as detailed in Note 6 of the financial
statements. In 2020 and 2019, the District acquired no capital assets. Depreciation expense totaled
$85,455 and $86,037 in 2020 and 2019, respectively.
Debt
As of March 31, 2020 and 2019, the District had $1,390,364 and $1,451,794, respectively, in
outstanding debt, as detailed in Note 7 of the financial statements. During fiscal years 2020 and 2019,
the District made payments of $61,430 and $58,695, respectively, on outstanding debt.
CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT
This financial report is designed to provide our patients, suppliers, taxpayers, and creditors with a
general overview of the District’s finances and to show the District’s accountability for the money it
receives. If you have any questions about this report or need additional financial information, contact
the Board of Directors at Rice Hospital District, 600 S. Austin, Eagle Lake, Texas 77434.
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RICE HOSPITAL DISTRICT
STATEMENTS OF NET POSITION
MARCH 31, 2020 AND 2019
ASSETS:

2020

2019

CURRENT ASSETS
Cash and Cash Equivalents
Assets Whose Use is Limited
Rent Receivables
Prepaid and Other Current Assets
Property Taxes Receivable

$

Total Current Assets
CAPITAL ASSETS,
Net of Accumulated Depreciation

Total Assets

$

2,701,696
21,484
308,278
35,128
75,873

$

1,427,097
19,969
102,759
32,594
68,438

3,142,459

1,650,857

1,378,950

1,464,406

4,521,409

$

The accompanying notes are an integral part of these financial statements.
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3,115,263

RICE HOSPITAL DISTRICT
STATEMENTS OF NET POSITION
MARCH 31, 2020 AND 2019
LIABILITIES AND NET POSITION:
CURRENT LIABILITIES
Accounts Payable
Current Portion of Long-Term Debt
Other Accrued Liabilities

2020

$

Total Current Liabilities
NONCURRENT LIABILITIES
Long-Term Debt, Net of Current Portion
Total Liabilities
NET POSITION
Invested in Capital Assets Net of Related Debt
Unrestricted
Total Net Position

Total Liabilities and Net Position

$

63,320
13,823

2019

$

12,100
61,453
12,433

77,143

85,986

1,327,044

1,390,341

1,404,187

1,476,327

(11,414)
3,128,636

12,612
1,626,324

3,117,222

1,638,936

4,521,409

$

The accompanying notes are an integral part of these financial statements.
-2-

3,115,263

RICE HOSPITAL DISTRICT
STATEMENTS OF REVENUES, EXPENSES,
AND CHANGES IN NET POSITION
FOR THE YEARS ENDED MARCH 31, 2020 AND 2019
2020
OPERATING REVENUES:
Lease Revenue
Other Operating Revenue
Total Operating Revenues

$

2019

1,233,110
52,906
1,286,016

$ 1,233,110
34,783
1,267,893

OPERATING EXPENSES:
Professional Fees and Purchased Services
Other Operating Expenses
Depreciation and Amortization
Total Operating Expenses

19,240
6,017
85,455
110,712

19,555
6,277
86,037
111,869

Operating Income (Loss)

1,175,304

1,156,024

1,911,457
25,000
(1,552,203)
9,170
(90,442)
302,982

1,845,318
(3,440,307)
9,985
(83,720)
(1,668,724)

Increase (Decrease) in Net Position

1,478,286

(512,700)

Net Position, Beginning of Year

1,638,936

2,151,636

3,117,222

$ 1,638,936

NONOPERATING REVENUES (EXPENSES):
Property and Sales Tax Revenue
Noncapital Grants and Contributions
Indigent Care Expense
Interest Income and Investment Return
Interest Expense
Total Nonoperating Revenues (Expenses)

Net Position, End of Year

$

The accompanying notes are an integral part of these financial statements.
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RICE HOSPITAL DISTRICT
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED MARCH 31, 2020 AND 2019
2020

2019

CASH FLOW FROM OPERATING ACTIVITIES

Rent Receipts
Other Receipts and Payments, net
Payments to Suppliers and Contractors

$

Net cash provided by (used in) operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Investment Earnings
Net Cash Provided by (Used in) Investing Activities
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Principal Payments on Long-Term Debt and Notes Payable
Interest Payments on Long-Term Debt and Notes Payable
Net Cash Provided by (Used in) Capital and Related
CASH FLOW FROM NONCAPITAL FINANCING ACTIVITIES
Property Taxes
Noncapital Grants and Contributions
Payments for Indigent Care Expense
Net Cash Provided by (Used in) Noncapital Financing
Activities
Net Increase (Decrease) in Cash and Cash Equivalents

Cash and Cash Equivalents, Beginning of Year
Cash and Cash Equivalents, End of Year

$

1,027,591
52,906
(39,891)
1,040,606

$ 1,335,869
34,783
(19,705)
1,350,947

9,170
9,170

9,985
9,985

(61,430)
(89,051)
(150,481)

(58,695)
(82,457)
(141,152)

1,904,022
25,000
(1,552,203)

1,837,944
(3,440,307)

376,819

(1,602,363)

1,276,114

(382,583)

1,447,066

1,829,649

2,723,180

$ 1,447,066

The accompanying notes are an integral part of these financial statements.
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RICE HOSPITAL DISTRICT
STATEMENTS OF CASH FLOWS (CONTINUED)
FOR THE YEARS ENDED MARCH 31, 2020 AND 2019
2020

2019

RECONCILIATION OF CASH AND EQUIVALENTS TO THE BALANCE SHEETS
Cash and equivalents presented under the following titles:
Cash and Cash Equivalents
Assets Whose Use is Limited - Current

$
$

2,701,696
21,484
2,723,180

$ 1,427,097
19,969
$ 1,447,066

RECONCILIATION OF NET INCOME TO NET CASH PROVIDED BY OPERATING ACTIVITIES

Operating Income (Loss)
Adjustments to Reconcile Operating Income (Loss) to Net
Cash Flows Used in Operating Activities:
Depreciation and Amortization

$

(Increase) Decrease in:
Prepaid Expenses and Other Current Assets

1,175,304

$ 1,156,024

85,455

86,037

(208,053)

96,944

(12,100)

11,942

1,040,606

$ 1,350,947

Increase (Decrease) in:

Accounts Payable

Net Cash Provided By (Used in) Operating Activities

$

The accompanying notes are an integral part of these financial statements.
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RICE HOSPITAL DISTRICT
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2020 AND 2019
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Organization - Rice Hospital District, (the “District”), located in Eagle Lake, Texas is a political
subdivision created and operating under the laws of the State of Texas. In accordance with Chapter 286,
"Hospital Districts Created by Voter Approval," a special election was held on March 6, 1995 in
Colorado County approving the creation of the special "Rice Hospital District." The District is governed
by a board of directors elected by the citizens of Colorado County, Texas.
Prior to the formation of the District, Eagle Lake Community Hospital (the “Hospital”), a not-for-profit
corporation, owned the hospital operations, equipment, and facilities. Effective October 1, 1995, the
District and the Hospital entered into a hospital sublease and transfer of operations agreement. Under
this agreement, the Hospital transferred certain assets and operations and subleased the facility and
equipment to the District. The lease was a 15-year lease with a five-year extension option. At the end of
the original terms, the lease will automatically renew on a year-to-year basis upon the same terms and
conditions unless a written notice of termination is given to the other party at least 180 days prior to
termination.
Effective December 31, 2009, the District sold certain assets and the operations of Rice Medical Center
(RMC) to CAHRMC LLC (CAHRMC), a Texas Limited Liability Company wholly owned by Critical
Access Healthcare, LLC. The District remains as a taxing district with property taxes levied on real
property within the District. The District also receives sales tax revenues.

Arrangements with CAHRMC Tax Revenue and Indigent Care – A three-year sublease agreement
with CAHRMC became effective in December 2009. Under the terms of the agreement, CAHRMC will
sublease the building and land from the District for $243,750 per quarter. The sublease is subject to one
renewal option of three years. Effective February 1, 2014, an amendment to the sublease agreement was
entered into. Under the amendment, the rent payments were increased to $277,823 per quarter. The lease
term under the original sublease agreement remains the same. Effective August 2014, the District
entered into another lease agreement with CAHRMC for the use and operation of the East Bernard
Clinic for $10,151 per month for 10 years. The lease is subject to three renewal options of five years.
If the District terminates this arrangement, the hospital’s operations could be transferred back to the
District, along with the possible liability of the District to reimburse CAHRMC for certain expenditures.
As of March 31, 2020, no such termination has been made by the District.
The District has committed to provide funding for certain Medicaid and non-Medicaid indigent care to
support RMC’s care of qualifying patients through the Texas Medicaid Supplemental Payment Program
also known as the 1115 Waiver Program. Under this program, if the District contributes certain revenues
to the State of Texas, the State provides Medicaid payments to RMC and their affiliated hospitals.
These funds are held, which will not be disbursed, if ever, until the District receives notice from the
Texas Health and Human Services Commissions (THHSC) to transfer these funds as an
Intergovernmental Transfer under the 1115 Waiver Program. If the Program is discontinued, other
payment arrangements will become effective. Consequently, amounts pledged are recorded as
nonoperating indigent care expense for the remaining healthcare services provided by the District.
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RICE HOSPITAL DISTRICT
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
MARCH 31, 2020 AND 2019
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Enterprise Fund Accounting - The District uses enterprise fund accounting. Revenues and expenses
are recognized on the accrual basis using the economic resources measurement focus. The District has
elected to apply the provisions based on Governmental Accounting Standards Board (GASB) Statement
No. 62, Codification of Accounting and Financial Reporting Guidance Contained in Pre-November 30,
1989 FASB and AICPA Pronouncement and GASB Statement No. 63, Financial Reporting of Deferred
Outflows of Resources, Deferred Inflows of Resources, and Net Position.
Newly Adopted Accounting Pronouncements:
GASB Statement No. 88 – In April 2018, GASB issued GASB Statement No. 88 – Certain Disclosures
Related to Debt, Including Direct Borrowings and Direct Placements. The objective of this Statement is
to improve the information that is disclosed in notes to government financial statements related to debt,
including direct borrowings and direct placements. It also clarifies which liabilities governments should
include when disclosing information related to debt. The Statement is effective for reporting periods
beginning after June 15, 2018. The implementation of this statement had no effect on the change in net
position.
GASB Statement No. 90 – In August 2018, GASB issued GASB Statement No. 90 – Major Equity
Interests. The objective of this Statement is to improve the consistency and comparability of reporting a
government’s majority equity interest in a legally separate organization and to improve the relevance of
financial statement information for certain component units. It defines a majority equity interest and
specifies that a majority equity interest in a legally separate organization should be reported as an
investment if a government’s holding of the equity interest meets the definition of an investment. A
majority equity interest that meets the definition of an investment should be measured using the equity
method, unless it is held by a special-purpose government engaged only in fiduciary activities, a
fiduciary fund, or an endowment (including permanent and term endowments) or permanent fund. Those
governments and funds should measure the majority equity interest at fair value. The Statement is
effective for reporting periods beginning after December 15, 2018. The implementation of this
statement had no effect on the change in net position.
Pending Adoption of Recent Accounting Pronouncements:
GASB Statement No. 87 – In June 2017, GASB issued GASB Statement No. 87 – Leases. The
objective of this Statement is to improve accounting and financial reporting for leases by governments
by requiring recognition of certain lease assets and liabilities for leases that previously were classified as
operating leases and recognized as deferred outflows of resources or deferred inflows of resources based
on the payment provisions of the contract. The Statement is effective for reporting periods beginning
after December 15, 2019. Management is currently evaluating the effect this pronouncement will have
on the financial statements and related disclosures.
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RICE HOSPITAL DISTRICT
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
MARCH 31, 2020 AND 2019
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Pending Adoption of Recent Accounting Pronouncements (Continued):
GASB Statement No. 89 – In June 2018, GASB issued GASB Statement No. 89, Accounting for
Interest Cost Incurred before the End of a Construction Period. The objectives of this Statement are (1)
to enhance the relevance and comparability of information about capital assets and the cost borrowing
for a reporting period and (2) to simplify accounting for interest cost incurred before the end of a
construction period. The Statement is effective for reporting periods beginning after December 15, 2019.
Management is currently evaluating the effect this statement will have on the financial statements and
related disclosures.
GASB Statement No. 91 – In May 2019, GASB issued GASB Statement No. 91, Conduit Debt
Obligations. The objectives of this Statement are to provide a single method of reporting conduit debt
obligations by issuers and eliminate diversity in practice associated with (1) commitments extended by
issuers, (2) arrangements associated with conduit debt obligations, and (3) related note disclosures. The
requirements of this Statement are effective for periods beginning after December 15, 2020.
Management is currently evaluating the effects this pronouncement will have on the financial statements
and related disclosures.
GASB Statement No. 92 – In January 2020, the Governmental Accounting Standards Board (“GASB”)
issued GASB Statement No. 92 – Omnibus 2020. The objectives of this Statement are to enhance
comparability in accounting and financial reporting and to improve the consistency of authoritative
literature by addressing practice issues that have been identified during implementation and application
of certain GASB Statements. This Statement addresses a variety of topics and includes specific
provisions about the following:











The effective date of Statement No. 87, Leases, to be effective for fiscal years beginning after
December 15, 2019 and is effective for all reporting periods thereafter;
Reporting of intra-entity transfers of assets between a primary government employer and a
component unit defined benefit pension plan or defined benefit other postemployment benefit
(OPEB);
The applicability of Statements No. 73, Accounting and Financial Reporting for Pensions and
Related Assets That Are Not within the Scope of GASB Statement 68, and Amendments to Certain
Provisions of GASB Statements 67 and 68, as amended, and No. 74, Financial Reporting for
Postemployment Benefit Plans Other Than Pension Plans, as amended, to reporting assets
accumulated for postemployment benefits;
The applicability of certain requirements of Statement No. 84, Fiduciary Activities, to
postemployment benefit arrangements;
Measurement of liabilities (and assets, if any) related to asset retirement obligations (AROs) in a
government acquisition;
Reporting by public entity risk pools for amounts that are recoverable from reinsurers or excess
insurers;
Reference to nonrecurring fair value measurements of assets or liabilities in authoritative
literature;
Terminology used to refer to derivative instruments.
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RICE HOSPITAL DISTRICT
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
MARCH 31, 2020 AND 2019
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
The requirements of this Statement are effective as follows:







The requirements related to the effective date of Statement No. 87, reinsurance recoveries, and
terminology used to refer to derivative instruments are effective upon issuance;
The requirements related to intra-entity transfers of assets and those related to the applicability of
Statements 73 and 74 are effective for fiscal years beginning after June 15, 2020;
The requirements related to application of Statement 84 to postemployment benefit arrangements
and those related to nonrecurring fair value measurements of assets or liabilities are effective for
reporting periods beginning after June 15, 2020;
The requirements related to the measurement of liabilities (and assets, if any) associated with
AROs in a government acquisition are effective for government acquisitions occurring in
reporting periods beginning after June 15, 2020.

Management is currently evaluating the effect this statement will have on the financial statements and
related disclosures.

GASB Statement No. 95 – In May 2020, the Governmental Accounting Standards Board (“GASB”)
issued GASB Statement No. 95 – Postponement of the Effective Dates of Certain Authoritative
Guidance. The primary objective of this Statement is to provide temporary relief to governments and
other stake holders in light of the COVID-19 pandemic. That objective is accomplished by postponing
the effective dates of certain provisions in Statements and Implementation Guides that first became
effective or are schedule to become effective for periods beginning after June 15, 2018, or later.





The effective date for GASB Statement No. 87 has been postponed from reporting
beginning after December 15, 2019 to reporting periods beginning after June 15, 2021.
The effective date for GASB Statement No. 89 has been postponed from reporting
beginning after December 15, 2019 to reporting periods beginning after June 15, 2020.
The effective date for GASB Statement No. 91 has been postponed from reporting
beginning after June 15, 2020 to reporting periods beginning after June 15, 2021.
The effective date for GASB Statement No. 92 has been postponed from reporting
beginning after June 15, 2020 to reporting periods beginning after June 15, 2021.

periods
periods
periods
periods

Accounting Standards Update (ASU) No. 2014-09 – In May 2014, the Financial Accounting
Standards Board (“FASB”) issued ASU No. 2014-09, Revenue from Contracts with Customers (Topic
606). ASU 2014-09 was implemented by the FASB to determine whether an entity should recognize
revenue. An entity should recognize revenue to depict the transfers of promised goods and services to
customers in an amount that reflects the consideration to which the entity expects to the entitled in
exchange for those goods or services. ASU 2014-09 is effective for fiscal years beginning after
December 15, 2018, with early implementation permitted. Management is currently evaluating the
effects this pronouncement will have on the financial statements and related disclosures.
In June 2020, the Financial Accounting Standards Board (“FASB”) issued ASU 2020-05 – Revenue
from Contracts with Customers (Topic 606) and Leases (Topic 842). The FASB issued this Update as a
limited deferral of the effective date (including amendments issued after the issuance of the original
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RICE HOSPITAL DISTRICT
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
MARCH 31, 2020 AND 2019
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Update) to provide immediate, near-term relief for certain entities for whom ASU 2014-09 are either
currently effective or imminently effective. The effective date for ASU 2014-09 has been postponed
from reporting periods beginning after December 15, 2018 to reporting periods beginning after
December 15, 2019.

Use of Estimates - The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.
Cash and Cash Equivalents - The District considers highly liquid investments with an original
maturity of three months or less to be cash equivalents. At March 31, 2020 and 2019, cash equivalents
consisted primarily of checking and savings accounts with banks.
Investments – Investments are carried at fair value. Interest, dividends, and gains and losses, both
realized and unrealized, on investments in debt and equity securities are included in non-operating
income when earned.
Assets Whose Use is Limited - Assets whose use is limited include assets set aside by the board of
directors to be used for debt service over which the board retains control and may at its discretion
subsequently use for other purposes.
Capital Assets – Capital assets are carried at cost. Contributed capital assets are reported at their
estimated fair value at the time of their donation. Equipment under capital lease obligations is amortized
on the straight-line method over the shorter of the lease term or the estimated useful life of the
equipment life. Such amortization is included in depreciation and amortization in the financial
statements. Except for capital assets acquired through gifts, contributions, or capital grants, interest cost
incurred on borrowed funds during the period of construction of capital assets is capitalized as a
component of the cost of acquiring these assets. The District has elected to capitalize expenditures over
$5,000 and provide for depreciation of capital assets by the straight-line method at rates promulgated by
the American Hospital Association, which are designed to amortize the cost of such equipment over its
useful life as follows:
Land Improvements
Building (Components)
Fixed Equipment
Major Moveable Equipment

15 to 20 years
5 to 40 years
7 to 25 years
3 to 20 years
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
MARCH 31, 2020 AND 2019
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Net Position – Net position of the District is classified into three components. Net investment in capital
assets consists of capital assets net of accumulated depreciation and reduced by the current balances of
any outstanding borrowings used to finance the purchase or construction of those assets. Restricted
expendable net position is noncapital net position that must be used for a particular purpose, as specified
by creditors, grantors, or contributors external to the District. Unrestricted net position is remaining net
position that does not meet the definition of net investment in capital assets or restricted.
Operating Revenues and Expenses – For purposes of display, the District’s statement of revenues,
expenses and changes in net position distinguishes between operating and non-operating revenues and
expenses. Operating revenues and expenses result from exchange transactions associated with providing
health care services - the District’s principal activity and lease revenue. Non-exchange revenues,
including taxes, grants, and contributions received for purposes other than capital asset acquisition, are
reported as non-operating revenues. Operating expenses are all expenses incurred to provide health care
services, other than financing costs.
Federal Income Taxes - The District is a political subdivision under the laws of the State of Texas, and
therefore, is exempt from federal and state income taxes pursuant to Section 115 of the Internal Revenue
Code and a similar provision of state law.
Grants and Contributions - From time to time, the District receives grants from state agencies and
contributions from individuals and private organizations. Revenues from grants and contributions
(including contributions of capital assets) are recognized when all eligibility requirements, including
time requirements are met. Grants and contributions may be restricted for either specific operating
purposes or for capital purposes. Amounts that are unrestricted or that are restricted to a specific
operating purpose are reported as non-operating revenues. Amounts restricted to capital acquisitions are
reported after non-operating revenues and expenses.
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 disaster; and employee health, dental, and accidental benefits. Commercial insurance coverage
is purchased for claims arising from such matters. Settled claims have not exceeded this commercial
coverage during the year.
Property Taxes - The District received approximately 46.9% in 2020 and 47.8% in 2019 of its financial
support from property taxes. Property taxes are received beginning in October of each year and become
delinquent after January 31 of the following year. Revenue from property taxes is recognized in the year
for which the taxes are levied. The District provides an allowance for uncollectible taxes based on
historical collection information.
Sales Taxes - The District receives a .5% allocation of the total tax levy of 8.25% for the city of Eagle
Lake, Texas. The tax is collected by the vendor and remitted to the State of Texas by the 20th of the
month following collection. The State remits allocated collections to the District monthly. Sales tax
revenue for 2020 and 2019 were $397,200 and $351,728, respectively.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
MARCH 31, 2020 AND 2019
NOTE 2 – DEPOSITS WITH FINANCIAL INSTITUTIONS
At March 31, 2020 and 2019, the carrying amount of the District's deposits with financial institutions
was $2,723,180 and $1,447,066, respectively, and the bank balance was $2,729,373 and $1,447,696,
respectively. The bank balance is categorized as follows:
2020
2019

Amount insured by the FDIC
Amount collateralized with securities held by the pledging financial
institution's trust department in the District's name

$

Total bank balance

250,000

$

250,000

2,479,373

1,197,696

$ 2,729,373

$ 1,447,696

NOTE 3 - INVESTMENTS
The District’s investments are reported at fair value and consist of money market mutual funds and were
classified as cash equivalents. Investment income for the years ended March 31, 2020 and 2019
consisted of:

2020
Interest and Dividend Income

$

2019

9,170

$

9,985

NOTE 4 – ASSETS WHOSE USE IS LIMITED
The composition of assets whose use is limited as of March 31, 2020 and 2019 is set forth in the
following table:

2020
Board Designated for Debt Service
Cash and Cash Equivalents

$

21,484

2019

$

19,969

NOTE 5 – PROPERTY TAXES RECEIVABLE
Property taxes are levied on October 1 of each year and become delinquent as of February 1 of the
following year. Taxes are reported as revenues in the period for which they are levied. Tax revenue for
2020 and 2019 was $1,514,257 and $1,493,590, respectively.
According to the Special District Local Laws Code Title 3, Subtitle A, Chapter 1091, the District is
authorized to levy a tax on property not to exceed $.75 per $100 valuation for the purposes of paying
operating expenses and debt service. Tax rates for 2020 and 2019 were $.1850 and $.1850 per $100
valuation, respectively. Taxes for fiscal years 2020 and 2019 were levied on property within the District
having assessed values of $ 862,982,559 and $839,113,076, respectively.
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NOTE 5 – PROPERTY TAXES RECEIVABLE (CONTINUED)
As of March 31, 2020 and 2019, the balance of property taxes receivable and its related allowance for
uncollectible taxes are as follows:
2020
Property Tax Receivable
Less: Allowance for Uncollectible Taxes
Taxes Receivable, Net of Allowance

2019

$

151,746
(75,873)

$

136,877
(68,439)

$

75,873

$

68,438

NOTE 6 – CAPITAL ASSETS
Capital assets additions, retirements, and balances for the years ended March 31, 2020 and 2019 were as
follows:
Balance
03/31/19
Land
Land improvements
Building and improvements
Equipment
Capitalized interest
Totals at Historical Cost

$

61,196
255,361
1,576,025
1,643,939
48,391

Reclass/
Retirements

Additions
$

-

3,584,912

$

-

-

Balance
03/31/20
$

61,196
255,361
1,576,025
1,643,939
48,391

-

3,584,912

Less Accumulated
Depreciation for:
Land improvements
Building and improvements
Equipment
Capitalized interest

(97,655)
(387,414)
(1,626,663)
(8,774)

(11,938)
(62,746)
(8,754)
(2,018)

-

(109,593)
(450,160)
(1,635,417)
(10,792)

Total Accumulated Depreciation

(2,120,506)

(85,456)

-

(2,205,962)

Capital Assets, Net

$ 1,464,406

$

(85,456)
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NOTE 6 – CAPITAL ASSETS (CONTINUED)
Balance
03/31/18
Land
Land improvements
Building and improvements
Equipment
Capitalized interest

$

Additions

61,196
255,361
1,576,025
1,643,939
48,391

Totals at Historical Cost

Reclass/
Retirements

$

-

3,584,912

$

-

-

Balance
03/31/19
$

61,196
255,361
1,576,025
1,643,939
48,391

-

3,584,912

Less Accumulated
Depreciation for:
Land improvements
Building and improvements
Equipment
Capitalized interest

(85,716)
(324,268)
(1,617,647)
(6,838)

(11,939)
(63,146)
(9,016)
(1,936)

-

(97,655)
(387,414)
(1,626,663)
(8,774)

Total Accumulated Depreciation

(2,034,469)

(86,037)

-

(2,120,506)

Capital Assets, Net

$ 1,550,443

$

(86,037)

$

-

$

1,464,406

NOTE 7 – LONG-TERM DEBT
A schedule of changes in the District's long-term debt consists of the following at March 31:
Balance
03/31/19

Additions

Reductions

Balance
03/31/20

Due Within
One Year

Long-Term Debt:
Bonds, Series 2013
Bank Loan

$ 1,275,000
176,794

$

-

$

(23,000)
(38,430)

$ 1,252,000
138,364

$ 23,000
40,320

Total Long-Term Debt

$ 1,451,794

$

-

$

(61,430)

$ 1,390,364

$ 63,320

Balance
03/31/19

Due Within
One Year

Balance
03/31/18

Additions

Reductions

Long-Term Debt:
Bonds, Series 2013
Bank Loan

$ 1,297,000
213,489

$

-

$

(22,000)
(36,695)

$ 1,275,000
176,794

$ 23,000
38,453

Total Long-Term Debt

$ 1,510,489

$

-

$

(58,695)

$ 1,451,794

$ 61,453
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NOTE 7 – LONG-TERM DEBT (CONTINUED)
The terms and due dates of the District's long-term debt at March 31, 2020 and 2019 are as follows:



Rice Hospital District Hospital System Revenue Bonds, Taxable Series 2013, dated September 1,
2013, payable in annual principal installments ranging from $18,000 to $91,000, semiannual
interest payments due with a fixed interest rate of 5.50% until August 1, 2015 then with a
variable interest rate based on the Wall Street Journal Prime rate plus a margin of 1% with a
minimum interest rate of 5.50%, due on August 1, 2044, collateralized by gross revenues. The
Bonds were issued for $1,375,000 and in agreement with First National Bank of Eagle Lake, the
bank purchased the bonds and issued the District a loan in the same amount.



Bank loan, dated June 4, 2013, payable on demand, but if no demand is made then 36 monthly
payments of $4,509 with a fixed interest rate of 4.75% then 84 monthly payments of $4,509 with
a variable interest rate based on the Wall Street Journal Prime rate plus a margin of 1% with a
minimum interest rate of 4.75%, due on June 4, 2023, collateralized by equipment. Effective July
2017, the principal and interest payments were changed to $3,835. The interest rate and payment
terms remain unchanged.

Bonds, Series 2013: The Rice Hospital District Hospital System Revenue Bonds, Taxable Series 2013,
were issued to finance the construction of a new clinic in East Bernard, Texas. The bonds are secured by
the revenue derived from the operation of the District. In accordance with the bond indenture, the
following funds and insurance coverage are required:
Revenue Fund: All funds collected by the District shall be deposited into this account and then
used to pay operating expenses and to transfer funds into the interest and sinking fund established
by this bond agreement.
Interest and Sinking Fund: Monthly deposits to this fund are required which equal the amount
required for paying interest on the Series 2013 Bonds on the next ensuing interest payment date plus
an amount equal to the total amount of all installments of the principal of the Series 2013. The debt
service cash is used to pay scheduled interest and principal payments. As of March 31, 2016, the
District was not in compliance with this bond indenture. During fiscal year 2017, the District
opened an interest and sinking fund and began making monthly deposits into the account. The
balance in the account as of March 31, 2020 and 2019 was $21,484 and $19,969, respectively.
Insurance Coverage: The District is to be insured against risks, accidents, or casualties; including,
without limitation, fire and extended coverage insurance, insurance against damage by floods if the
new clinic is located in a flood hazard area, use and occupancy insurance, and commercial general
liability insurance. Public liability and property damage insurance shall also be carried unless legal
counsel for the District gives a written opinion to the effect that the District is not liable for claims
which would be protected by such insurance. The insurance maintained by the District shall name
the bank as additional insured and loss payees, as applicable.
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NOTE 7 – LONG-TERM DEBT (CONTINUED)
Bonds, Series 2013 bond indentures also require the disclosure of insurance policies at fiscal year-end.
The following table lists the insurance policies in effect as of March 31:

2020
Insurer's Name

Central Mutual
Insurance Company

Policy
Amounts
Limit of up to
$1,057,000 dependant
on type of hazardous
event

Risk
Covered

Policy's
Expiration Date

Commercial Property
Coverage

December 31, 2020

2019
Policy
Amounts

Risk
Covered

Policy's
Expiration Date

Limit of up to $998,000
dependant on type of
hazardous event

Commercial Property
Coverage

December 31, 2019

Insurer's Name
Central Mutual
Insurance Company

The following is a schedule of the future principal and interest payments on long-term debt for each of
the next five years:

For the Year Ending
March 31,
2021
2022
2023
2024
2025
2026-2030
2031-2035
2036-2040
2041-2045
Total

Bonds Payable
Principal
Interest
$

23,000
25,000
26,000
28,000
29,000
175,000
232,000
307,000
407,000

$ 1,252,000

$

Long-Term Debt
Principal
Interest

80,633
79,073
77,415
75,660
73,808
337,188
271,505
184,308
69,193

$

40,320
42,279
44,331
11,434
-

$

5,701
3,743
1,690
90
-

$ 1,248,783

$

138,364

$

11,224

In 2020 and 2019, total interest incurred was $90,442 and $83,720, respectively, all of which was
charged to operations.
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NOTE 8 - CONTINGENCIES
Litigation – In the normal course of business, the District is, from time to time, subject to allegations
that may or do result in litigation. Some of these allegations are in areas not covered by the District's
commercial insurance, for example, allegations regarding performance of contracts. The District
evaluates such allegations by conducting investigations to determine the validity of each potential claim.
Based upon the advice of legal counsel, management records an estimate of the amount of ultimate
expected loss, if any, for each. Events could occur that could cause the estimate of ultimate loss to differ
materially in the near term.
NOTE 9 – INDIGENT CARE AGREEMENT
The District has entered into an indigent care affiliation agreement with Rice Medical Center. This
agreement is intended to increase funding for the Medicaid population and to access federal funding for
the indigent population through the Texas Medicaid 1115 Demonstration Waiver. Under this program,
Rice Hospital District transfers certain government funds to the State of Texas to improve access to
healthcare for indigent persons. As part of this agreement, the District provided $1,552,203 and
$3,440,307 in funding to the program for the years ended March 31, 2020 and 2019, respectively.

NOTE 10 – AFFILIATED ENTITY
The District’s relationship with CAHRMC constitutes a variety of concentrations. Due to the nature of
the transfer of RMC operations, transactions that belong to the District may have been recorded by the
CAHRMC (or vice versa) and are being settled through a due to “RMC” account. As of March 31, 2020
and 2019, there were no amounts to or from CAHRMC related to these transactions.
A three-year sublease agreement with CAHRMC became effective in December 2009. Under the terms
of the agreement, CAHRMC subleases the building and land from the District for $243,750 per quarter.
The sublease is subject to one renewal option of three years. Effective February 1, 2014, an amendment
to the sublease agreement was entered into. Under the amendment, the rent payments were increased to
$277,823 per quarter. At March 31, 2020 and 2019, the District has recorded a receivable from
CAHRMC in the amount of $277,824 and $92,608, respectively. The receivable is included in rent
receivables in the accompanying statements of net position.
Effective August 2014, the District entered into another lease agreement with CAHRMC for the use and
operation of the East Bernard Clinic for $10,151 per month for 10 years. The lease is subject to three
renewal options of five years. At March 31, 2020 and 2019, the District has recorded a receivable from
CAHRMC in the amount of $30,454 and $10,151, respectively. The receivable is included in rent
receivables in the accompanying statements of net position.

NOTE 11 – SUBSEQUENT EVENTS
The date to which events occurring after March 31, 2020, the date of the most recent balance sheet, have
been evaluated for possible adjustment to the financial statements or disclosure is September 15, 2020
which is the date on which the financial statements were available to be issued.
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