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Independent Auditor’s Report
September 26, 2019

Board of Directors
West Custer County Hospital District
Westcliffe, Colorado

We have audited the accompanying financial statements of the business type activities of the West Custer County Hospital
District as of and for the years ended December 31, 2018 and 2017, and the related notes to the financial statements which
collectively comprise the District’s basic financial statements as listed in the table of contents.

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 opinions 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 of 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 District’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 opinions. |

MEMBER COLORADO SOCIETY OF CPA'S -1- - MEMBER AMERICAN INSTITUTE OF CPA'S
MEMBER PRIVATE COMPANIES PRACTICE SECTION




Board of Directors
West Custer County Hospital District

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the business type activities of the West Custer County Hospital District as of December 31,2018 and 2017, and
the respective changes in financial position and cash flows thereof for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion and
analysis on pages i - v 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 [imited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the West
Custer County Hospital District’s basic financial statements. The budgetary comparison schedules and schedules of
operating expenses by department are presented for purposes of additional analysis and are not a required part of the basic
financial statements. The budgetary comparison schedules and schedules of operating expenses by department are the
responsibility of management and were derived from and relate directly to the underlying accounting and other records used
to prepare the basic financial statements. Such information has been subjected to the auditing procedures applied in the
audit of the basic financial statéments and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial statements or to the
basic financial statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the supplementary information contained in the financial
statements is fairly stated in all material respects in relation to the basic financial statements taken as a whole.
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West Custer County Hospital District
Management’s Discussion and Analysis
For the years ended December 31, 2018, 2017 and 2016

The intent of the management discussion and analysis is to provide highlights of the West Custer County Hospital
District’s financial activities for the fiscal years ending December 31, 2018, 2017 and 2016. Readers are
encouraged to read this section in conjunction with the accompanying financial statements.

District Operations

The District operates as a Special District under the authority of the laws of the State of Colorado, Department of
Public Health & Environment. The activities of the District include operating a Chapter IX Rural Health Clinic
and an emergency ambulance service referred to as Custer County EMS.

Overview of Financial Statements

The District’s basic financial statements include a statement of net position, a statement of revenue, expenses and
changes in net position, statement of cash flows and notes to the financial statements. This report also includes
supplementary information in addition to the basic financial statements themselves.

The statement of net position (formerly the balance sheet) presents the financial position of the District. It
presents information on the District’s assets and liabilities, with the difference between the two reported as net
position. Over time, increases or decreases in net position may serve as a useful indicator of whether the financial

position of the District is improving or deteriorating.

The statement of revenues, expenses and changes in net position presents information showing how the District’s
net position changed during the most recent year. All changes in net position are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash flows. Revenues are
recognized when earned, not when they are received. Expenses are recognized when incurred, not when they are
paid. Thus, revenues and expenses are reported in this statement for some items that will only result in cash flows

in future years.

The statement of cash flows presents information on the effects changes in assets and liabilities have on cash
during the course of the year.

The notes to the financial statements provide information that is essential to a full understanding of the data
provided in the District’s financial statements. The notes to the financial statements can be found on pages 6-12

of this report.

Financial Analysis
A condensed summary of the District’s statements of revenues, expenses and changes in net position for the years

ended December 31 is presented below:




West Custer County Hospital District
Management’s Discussion and Analysis (Continued)
For the years ended December 31, 2018, 2017 and 2016

Financial Analysis (Continued)

Program Revenues
Patient fees - various
Other operating revenue
Administrative
adjustments
Total Program
Revenues
Program Expenses
Administration
Ambulance service
Central Service & Supply
Laboratory
Maintenance & operation
Medical
Pharmacy
Therapy
X-Ray
Optometry
Total Program
Expenses
Nonoperating
Revenues and
Expenses
Taxes
Grants and donations
Investment income
Gain/(loss) sale of assets
Other income/expenses
Treasurer's fees
Net Other Revenues
and (Expenses)

Income (Loss) Before
Capital Contributions

Capital Contributions

Change in Net Position

Dollar

2018 2017 Change
$ 2,202,699 §$ 2,356,473 ($ 63,774)
95,714 61,259 34,455

( 1,238,221) ( 1,264,660) 26,439
1,150,192 1,153,072 ( 2,880)
299,743 347,995 48,252
571,673 612,834 41,161
165,490 160,263 ( 5,227)
103,754 95,869 ( 7,885)
65,610 64,935 ( 675)
510,224 509,999 ( 225)
27,083 23,288 ( 3,795)
122,882 101,925 ( 20,957)
15,227 23,939 8,712
6,075 5,656 ( 419)
1,887,761 1,946,703 58,942
849,167 869,513 ( 20,346)
38,617 40,516 ( 1,899)
12,737 2,919 9,818
2,500 ( 1,805) 4,305

- 5) 5

( 36,636) ( 37,733) 1,097
866,385 873,405 ( 7,020)
128,816 79,774 49,042
98,482 94,826 3,656

$ 227298 $ 174600 $ 52,698

Program Revenues — Patient Fees

Percent Dollar
Change 2016 change
( 2.71%) $ 2,507,660 (% 151,187)
56.24% 124869 ( 63,610)
2.10% (1,359,189) 94,529
( .25%) 1,273,340 (  120,268)
13.87% 365,677 17,682
6.72% 538,855 ( 73,979)
( 3.26%) 154,955 ( 5,308)
( 8.22%) 114,500 18,631
( 1.03%) 72,382 7,447
(  .04%) 603,340 93,341
( 16.30%) 31,439 8,151
( 20.56%) 114,283 12,358
36.39% 23,927 ( 12)
( 7.41%) 5625 ( 31)
3.03% 2,024,983 78,280
( 2.34%) 852,844 16,669
( 4.68%) 34,927 5,589
336.35% 1,729 1,190
238.50% = 1,805)
100.00% ( 1,509) 1,504
290% (37395 ( 338)
( .80%) 850,596 22,809
61.48% 98,953 ( 19,179)
3.86% 2,595 92,231
30.18% $ 101,548 §$ 73,052

Percent
Change
( 6.03%)
( 50.94%)

6.95%
( 9.45%)

4.84%
( 13.73%)
( 3.43%)
16.27%
10.29%
15.47%
25.93%
10.81%
( .05%)
( .55%)

3.87%

1.95%
16.00%
68.83%

(100.00%)
( 99.67%)

( .90%)

2.68%

( 19.38%)
3554.18%

71.94%

Patient fees decreased by $63,774 compared to 2017. Net program revenue decreased by $2,880 due to decreased

patient fees.

Operating and Nonoperating Revenues

Nonoperating revenues consist of three primary sources. The most significant source is tax revenues, which
include property and specific ownership taxes, totaling $849,167 or a decrease from 2017 of $20,346.



West Custer County Hospital District
Management’s Discussion and Analysis (Continued)
For the years ended December 31, 2018, 2017 and 2016

Operating and Nonoperating Revenues (Continued)

Grants and donations and capital contributions totaled $137,099 which is an increase from 2017 of $1,757.
Revenues from this source tend to vary from year to year to a greater degree than other revenues dependent upon
grant sources available to the District. These revenues are often restricted to specific purposes such as capital
asset purchases.

Other operating revenues include miscellaneous income from various sources.

Total Program Expenses

Total program expenses for the 2018 fiscal year totaled $1,887,761 compared to the prior year of $1,946,703.
This is a decrease of $58,942 or 3.03%. The District had a 3.87% decrease in expenses from 2016 to 2017.
Combined expenses are comprised of several major categories or functional expense categories as shown in the
table which summarizes the statement of revenues, expenses and changes in net position.

Major Functional Expense Categories

The largest functional expense categories are administration, medical, ambulance and central service and supply.
These four categories account for over eighty percent of the total program expenses. The other functional expense
categories are maintenance and operation, pharmacy, therapy, optometry and X-ray. Although smaller in total
costs, these categories are distinct and important to the overall services provided by the District.

The functional categories with the largest dollar amount change were administration which decreased by $48,252
and ambulance service which decreased by $41,161.

A condensed summary of the District’s net position at December 31, 2018, 2017 and 2016 is presented below:

Dollar Percent Dollar Percent
Statement of Net Position 2018 2017 Change Change 2016 change Change
Capital Assets  $ 1,127,479 $ 1,106,002 $ 21,477 1.94% $ 1,065871 § 40,131 3.76%
Current and Other Assets 1,601,566 1,375,596 225,970 16.43% 1,302,016 73,580 5.65%
Total Assets 2,729,045 2,481,598 247,447 9.97% 2,367,887 113,711 4.80%
Long-Term Liabilities - - - - - - -
Other Liabilities 71,602 58,059 (  13,543) ( 23.33%) 96,483 38,424 39.82%
Total Liabilities 71,602 58,059 ( 13,543) ( 23.33%) 96,483 38,424 39.82%
Deferred Inflows
Unearned Property Taxes 741,134 734,528  ( 6.606) (  .90%) 756,993 22,465 2.97%
Net Position
Invested in Capital Assets,
Net of Related Debt 1,127,479 1,106,002 21,477 1.94% 1,065,871 40,131 3.76%
Restricted 53,194 53,188 6 .01% 53,371 ( 183) .34%)
Unrestricted 735,636 529,821 205,815 38.85% 395,169 134,652 34.07%
Total Net Position $ 1916309 § 1,689,011 § 227,298 13.46%  $ 1,514,411 174,600 11.53%

Net Position

The District’s financial condition improved from the previous year. During 2018 the District’s net position
increased by $227,298 primarily from a decrease in program expenses.

iii



West Custer County Hospital District
Management’s Discussion and Analysis (Continued)
For the years ended December 31, 2018, 2017 and 2016

Net Position (Continued)
The District’s current liabilities which consist of accounts payable and various accruals, increased from 2017 in
the amount of $13,543 as shown in the above table. At December 31, 2016 the line of credit balance had been

paid off, and was not renewed in 2017.

The net position of the District is reported in three categories. At December 31,2018, $1,127,479 was invested in
capital assets, net of related debt. This represents capital assets being used in the District’s operations which are
not otherwise available for appropriation since they do not represent liquid resources which could be spent. Total
restricted net position of $53,194 consists of $52,000 for the emergency reserve required by the provisions of
TABOR and $1,194 for grant awards that have not been spent. Unrestricted net position represents those which
are not restricted by external requirements on their use or are otherwise unavailable by their nature.

Capital Expenditures
During 2018, the District expended $125,399 in capital asset additions.

Long Term Debt
The District had no long-term debt outstanding as of December 31, 2018, 2017, or 2016.

Budget Highlights and Future Projects of the District

Clinics in rural Colorado are generally subsidized by their communities. This District is no different and has for
many years relied upon such support. Thus, a direct loss from operations is expected with shortfalls to be made
up thru mill levy tax revenues and donations.

Shortfalls had been experienced from 2009 to 2014. Those shortfalls were eliminated with the securing of the 3.0
mill levy dedicated to EMS. Internal systems continue to be analyzed in the District’s ongoing effort to improve
and satisfy patient needs as well as provide fiscal transparency and stability. Items occurring in 2018 and 2019

are as follows:

1. The District just completed its fourth year without an operational shortfall, with 2019 expected to be
another successful year.

2. Mill levy and specific ownership taxes allocated to departments within the District on the
financial statements may not necessarily restrict those funds to be utilized only in that
department, but the allocation chosen is an internal reporting mechanism implemented to assist in
providing a better visual picture of each department and may be subject to review and reallocation in
the future.

3. EMS successfully held an EMT Basic Class with seven individuals completing the program and all are
now Custer County EMS Employees. There are six full-time positions available in EMS, and it is
anticipated that all open EMS positions will be filled by the end of 2019. The ability to respond to second
calls has improved immensely, but there are still challenges in having staff officially sign-up as on-call
personnel for second calls.



West Custer County Hospital District
Management’s Discussion and Analysis (Continued)
For the years ended December 31, 2018, 2017 and 2016

4. The long-term viability of Custer County EMS continues to be evaluated, including research into a
Fire/EMS option and outsourcing services for county district residents.

5. The District has advanced in its goal to become a provider-based facility and is anticipating that
partnership will be with the Heart of the Rockies Medical Center in 2020. Becoming a provider based
rural health center will go a long way to ensure sustainability of the clinic as well as potentially bringing
in additional specialty services to the community.

6. 2018 brought in a new executive director and a new full-time nurse practitioner. It is anticipated to hire a
full-time medical doctor by 2020. Due to the District’s remote location and with the District pay levels
and benefits being less than can be found in communities within an hour of the District, securing long-
term staffing stability is difficult. The partnership with Heart of the Rockies Medical Center is
anticipated to bring in better salaries and benefits which will improve staff retention.

7. Outdated technology is forcing the District to make a complete overhaul of its IT infrastructure to enable
them to implement necessary software upgrades. In 2019, the District will have brought in a new fiber
line for internet and will have replaced its server and almost all computers within the facility. The clinic
is also changing over their Electronic Health Record from Allscripts to Aprima. It is hopeful that the
change will bring greater efficiencies and enhanced features to the users and the patients.

8. Custer County Public Health started paying rent in 2019 and then moved out to another facility. The
clinic plans to utilize the vacated area within the facility as a specialty clinic area.

9. In May of 2019, Florence Volunteer Fire/EMS notified the Custer County Commissioners and the
Hospital District that it will no longer be able to respond to Wetmore for EMS services. Custer County
EMS has agreed to provide EMS services to Wetmore until January 30, 2020. The District is currently
working with the Custer County Commissioners to determine the most appropriate long-term solution for
that area.

Request for Information
This financial report is designed to provide a general overview of the District’s finances for those with an interest

in the District. Questions concerning any of the information provided in this report or requests for additional
financial information should be addressed to:

West Custer County Hospital District, Attention: Finance Officer, 704 Edwards, Westcliffe, Colorado 81252
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STATEMENTS OF NET POSITION

WEST CUSTER COUNTY HOSPITAL DISTRICT
December 31, 2018 and 2017

Assets

Cash and equivalents

Cash - restricted

Receivables
Accounts receivable, net of allowance
Other receivables
Property tax

Inventories

Prepaid expenses

Capital assets, net of accumulated depreciation

Liabilities
Accounts payable
Accrued liabilities
Payroll taxes and employee benefits
Salaries
Compensated absences

Deferred Inflows of Resources
Unavailable revenue - property tax

Net Position
Invested in capital assets, net of related debt
Restricted:
Emergency
Grant expenditures

Unrestricted

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

Total Assets

Total Liabilities

Total Net Position

3-

2018 2017
$ 632,490 § 471,004
1,194 1,188
114,435 82,708
45,728 6,798
741,134 734,528
45,409 52,135
21,176 27,235
1,127,479 1,106,002
2,729,045 2,481,598
32,900 24,427
843 877
21,860 20,065
15,999 12,690
71,602 58,059
741,134 734,528
1,127,479 1,106,002
52,000 52,000
1,194 1,188
735,636 529,821
$§ 1,916,309 $§ 1,689,011




STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

WEST CUSTER COUNTY HOSPITAL DISTRICT
For the Years Ended December 31, 2018 and 2017

Operating Revenues
Patient fees
Ambulance fees
Therapy fees
X-Ray fees
Lab fees
Pharmacy fees
Optometry fees
Other operating revenue
Administrative adjustments

Operating Expenses
Administration
Ambulance service
Central service and supply
Laboratory
Maintenance and operation
Medical
Pharmacy
Therapy
X-Ray
Optometry

Nonoperating Revenue (Expenses)

General property tax
Specific ownership tax
Grant revenue
Investment income

Gain/(loss) on sale of assets

Contributions
Interest expense
Treasurer collection fees

Capital Grants and Contributions

Total Net Position - Beginning

Total Net Position - Ending

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

Total Operating Revenues

Total Operating Expenses

Operating Loss

Total Nonoperating Revenues

Income (Loss) Before Capital Contributions

Change in Net Position

4-

2018 2017
$ 937370 $ 967456
618,804 669,216
330,156 322,644
23,827 28,418
326,839 300,263
40,934 49,268
14,769 19,208
95,714 61,259
(1,238,221) (1,264,660)
1,150,192 1,153,072
299,743 347,995
571,673 612,834
165,490 160,263
103,754 95,869
65,610 64,935
510,224 509,999
27,083 23,288
122,882 101,925
15,227 23,939
6,075 5,656
1,887,761 1,946,703
(737,569) (793,631)
736,837 759,095
112,330 110,418
10,888 11,748
12,737 2,919
2,500 (1,805)
27,729 28,768
- (%)
(36,636) (37,733)
866,385 873,405
128,816 79,774
98,482 94,826
227,298 174,600
1,689,011 1,514,411
$ 1916309 § 1,689,011




STATEMENTS OF CASH FLOWS

WEST CUSTER COUNTY HOSPITAL DISTRICT

For the years ended December 31, 2018 and 2017

Cash Flows From Operating Activities
Cash received from customers
Cash payments to suppliers for goods and services
Cash payments to employees for services
Net Cash Used by Operating Activities

Cash Flows From Noncapital Financing Activities
Cash received from property taxes
Cash paid for treasurers fees
Cash received from contributions, grants, and fundraisers
Cash paid for interest expense
Net Cash Provided by Noncapital Financing Activities

Cash Flows From Capital and Related Financing Activities
Acquisition of capital assets
Cash received from sale of capital assets
Net Cash Used by Capital and Related Financing Activities

Cash Flows from Investing Activities
Investment income

Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents - Beginning
Cash and Cash Equivalents - Ending

Supplemental Schedule of Cash Flow
Cash paid for interest

Reconciliation of Operating Income to Net Cash
Provided by Operating Activities
Operating income (loss)
Adjustments to reconcile operating income to net cash provided
by operating activities:
Depreciation
(Increase) decrease in:
Accounts receivable
Inventory
Prepaid expense
Increase (decrease) in:
Accounts payable
Accrued expenses
Net Cash Used by Operations

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

-5-

2018 2017

$ 1,015316  $ 1,159,757
(441,613) (501,967)
(1,249,179)  (1,335,313)
(675,476) (677,523)
849,167 869,513
(36,636) (37,733)
137,099 135,342

5 (%)

949,630 967,117
(125,399) (127,196)

- 20

(125,399) (127,176)
12,737 2,919
161,492 165,337
472,192 306,855

$ 633,684 § 472,192
$ -8 534
$ (737,569) $§ (793,631)
106,422 85,240
(70,657) 96,035
6,726 (7,088)
6,059 (19,655)
8,473 (38,665)
5,070 241

$ (675476) § (677.523)
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NOTES TO FINANCIAL STATEMENTS
WEST CUSTER COUNTY HOSPITAL DISTRICT
December 31, 2018 and 2017

Note A - Summary of Significant Accounting Policies

Reporting Entity

The West Custer County Hospital District (Hospital District) is organized under the laws of the State of Colorado.
It operates under the jurisdiction of a local board of directors whose members are elected by the voters of the
District. The formation of the Hospital District was approved by the voters in 1988, and it subsequently began
operations on January 1, 1989. Prior to the formation of the Hospital District, medical services in Custer County
were provided by the Custer County Medical Foundation, a non-profit organization. The Foundation transferred
all its assets to the Hospital District effective December 31, 1988 and was subsequently liquidated. The assets net

of liabilities transferred at that time were $127,224.

The Hospital District (the primary government) presents its financial statements in accordance with generally
accepted accounting principles, as they apply to governmental units. The financial statements of the Hospital
District consist only of its sole enterprise fund for medical services and has no other funds or account groups.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The District’s financial statements are reported using the economic resources measurement focus and the accrual
basis of accounting. Revenues are recorded when earned and expenses are recorded when a liability is incurred,
regardless of the timing of the related cash flows. Grants and similar items are recognized as revenue when all
eligibility requirements imposed by the provider have been met.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating revenues and
expenses generally result from providing goods and services in connection with a proprietary fund’s ongoing
operations. The primary source of revenue is patient and medical fees. Operating expenses are reported in
functional categories for ambulance service, central service and supply, laboratory, maintenance and operation,
medical, pharmacy, therapy, X-ray, and administrative expenses and include depreciation on capital assets. Other
revenues or expenses not meeting this definition are treated as nonoperating revenues and expenses. The principal
nonoperating revenues are property and ownership taxes and grant revenue. The principal nonoperating expenses
of the District include treasurer collection fees. All assets and liabilities, both current and noncurrent, are included
in the statement of net position of proprietary funds.

Use of Estimates

The use of the 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 at the date
of the financial statements and the reported amounts of revenues and expenses during the reported period. Actual

results could differ from those estimates.

Cash and Cash Equivalents

The statement of cash flows focuses on the change in cash and cash equivalents during the period. Cash equivalents
are short-term, liquid investments (including restricted assets) that are quickly converted to known cash amounts
and that have maturities of three months or less so as to minimize the risk of value changes.

Receivables
All receivables are reported at their face value and, where appropriate, are reduced by the estimated portion that is

expected to be uncollectible.

G



NOTES TO FINANCIAL STATEMENTS (Continued)
WEST CUSTER COUNTY HOSPITAL DISTRICT
December 31, 2018 and 2017

Note A - Summary of Significant Policies (Continued)

Receivables (Continued)
Accounts receivable consists of the following at December 31:

2018 2017
Patient fees, net of allowance for uncollectible accounts of
$89,838 and $96,794 $ 77,911 § 58,523
Ambulance fees, net of allowance for uncollectible accounts
of $96,333 and $61,376 36,524 24,185
Total Accounts Receivable $ 114,435 § 82,708
Inventory

Purchased inventory of the District is stated at cost using the first in, first out method of determining inventory on
hand. Physical counts were made of all inventory as of December 31, 2018 and 2017. Inventory was adjusted to

reflect the amount determined by physical count.

Capital Assets
Land, building & equipment are stated at cost or, in the case of donated assets, at the fair market value on the date

of donation.

Interest costs associated with the construction or purchase of land, building & equipment are capitalized if the
amounts are material to the general purpose financial statements.

Buildings and equipment are depreciated using straight-line depreciation based upon the following useful lives:

Buildings and improvements 15 -39 years
Furniture and equipment 3 -5 years
Vehicles 7 years

Property Taxes
Property taxes are levied on January 1 based on the assessed value of property as listed on the previous June 30, and

are payable in two equal payments before the last day of February and the 15th day of June or in one full payment
before the last day of April. Property taxes are recognized as revenue when they are levied because they are
considered to be both measurable and available.

Accounts Payable
Accounts payable represent obligations due to vendors for goods delivered or services rendered prior to December

31.

Deferred Outflows/Inflows of Resources
In addition to assets, the statement of financial position will sometimes report a separate section of deferred outflows

of resources. This separate financial statement element, deferred outflows of resources, represents a consumption
of net position that applies to a future period(s) and so will not be recognized as an outflow of resources
(expense/expenditure) until then. The District does not have an item that qualifies for reporting in this category.




NOTES TO FINANCIAL STATEMENTS (Continued)
WEST CUSTER COUNTY HOSPITAL DISTRICT
December 31, 2018 and 2017

Note A - Summary of Significant Policies (Continued)

Deferred Outflows/Inflows of Resources (Continued)
In addition to liabilities, the statement of financial position will sometimes report a separate section for deferred

inflows of resources. This separate financial statement element, deferred inflows of resources, represents an
acquisition of net position that applies to a future period(s) and so will not be recognized as an inflow of resources
(revenue) until that time. The District has one item, property taxes. This item is deferred and recognized as an
inflow or resources in the period that the amounts become available.

Compensated Absences
Vacation leave is earned on a monthly basis. The amount of vacation leave varies between five and fifteen days per

year depending upon the number of years of continuous service provided by the employee. Employees are allowed
to accumulate 120 hours per employee. Any unused, vested vacation time will be paid to the employee upon
termination. Accrued vacation as of December 31, 2018 and 2017 was $15,999 and $12,690, respectively. The
vacation accrual is considered a current liability.

The District's sick leave policy provides for an accumulation of 30 days earned sick leave which varies between six
days per year for part time employees and twelve days per year for full time employees. However, sick leave does
not vest. Since the District has no obligation for the accumulated sick leave until it is actually taken, no accrual for

sick leave has been made.

Risk Management
The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors

and omissions; injuries to employees; and natural disasters. The District carries commercial insurance for suchrisks,
including workers” compensation. Settled claims resulting from these risks did not exceed commercial insurance

coverage during 2018 or 2017.

Concentration of Credit Risk
The District grants credit without collateral to its clients, most of whom are local residents and are insured under

third-party payer agreements. The District has adjusted accounts receivables for all known uncollectible accounts
and maintains an allowance for doubtful accounts which is adjusted based on the District’s collection experience.

Deferred Compensation Plan
The District offers its employees a deferred compensation plan in accordance with Internal Revenue Code Section

457. Effective January 1, 1997, the District no longer has a fiduciary responsibility to the plan.

Note B - Stewardship, Compliance and Accountability

Tax, Revenue, Spending, and Debt Limitation
In November 1992, Colorado voters amended Article X of the Colorado Constitution by adding Section 20,

commonly known as the Taxpayer’s Bill of Rights (TABOR). TABOR imposes tax raising, revenue, spending, and
debt limitations on local government entities within the State of Colorado. These limitations became effective for
the first fiscal year beginning after December 31, 1992.
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Note B - Stewardship, Compliance and Accountability (Continued)

Tax. Revenue, Spending, and Debt Limitation (Continued)

In addition to the tax raising, revenue, spending, and debt limitation provisions of TABOR, there is also a
requirement that every entity to which TABOR applies must establish an “emergency reserve”, to be used for
declared emergencies only, each entity shall reserve 3% or more of its fiscal year spending excluding bonded debt
service. For the years ended December 31,2018 and 2017, the District estimates its reserve requirement at $52,000

and $52,000, respectively.

On May 7, 1996, the District passed a referendum regarding the revenue and spending limits imposed by Article X,
section 20 of the Colorado constitution. The referendum allows the District, without increasing or adding any taxes
of any kind, to collect, retain, and expend all revenues and other funds collected during 1995 and thereafter. In
addition, May 2, 2002, the voters approved an additional 2.113 mills to the property tax levy for the purpose of
providing for additional staff and other operating costs. In November 2014, voters approved an additional 3 mills
to the property tax levy to pay the costs of emergency medical ambulance services.

Budgetary Data
Formal budgetary accounting is employed as a management control tool for the enterprise fund of the District.

Annual operating budgets are adopted each year by approval of the Board of Directors. The Board of the District
may amend the original adopted budget during the year by passing a new resolution to reflect current needs,
changing conditions, or revised estimates. Differences between the budgetary reporting basis and the generally
accepted accounting principles (GAAP) basis used to reflect actual revenues and expenses are described below.

The financial statements report actual revenues and expenses on a generally accepted accounting principles (GAAP)
basis which differs from the legally enacted budget basis. The differences are as follows:

l. Accruals for compensated absences are not recognized on the budgetary basis and are treated as expenses
on the GAAP basis.

2. Capital expenditures are treated as expenses on the budgetary basis. On the GAAP basis, capital
expenditures are not treated as expenses.

3: Depreciation expense and gain (loss) on sale of capital assets is not recognized on the budgetary basis and
are recognized on the GAAP basis.

All appropriations lapse at the end of each year, and the District does not recognize encumbrances.

Grant Funding
The District receives funding from Federal, State and foundation grants which may be subject to regulatory or other

oversight by the granting agencies. Such oversight may include audit or other compliance procedures. Any
adjustments made by a granting agency would become a liability to the District. There are no such proceedings

presently in progress.
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Note C - Cash Deposits and Investments

Cash Deposits
Colorado State statutes govern the District's deposits of cash. The statutes specify eligible depositories for public

cash deposits which must be Colorado institutions and must maintain federal insurance (FDIC or FSLIC) on deposits
held.

Each eligible depository with deposits in excess of the insured levels must pledge a collateral pool of defined eligible
assets maintained by another institution or held in trust for all of its local government depositors as a group with
a market value at least equal to the uninsured deposits held by that institution. The State regulatory commissions
for banks and savings and loan associations are required by statute to monitor the naming of eligible depositories
and reporting of the uninsured deposits and assets maintained in the collateral pool. At December 31, 2018 the
District had deposits in excess of $250,000 in the amount of $383,284. These deposits are required to be

collateralized under State statutes.

Custodial credit risk is the risk that, in the event of a bank failure, the District’s deposits may not be returned to it.
The District’s policy for custodial credit risk parallels Colorado statutes.

A summary of cash and deposits held at year end follows:

Carrying Less Than Less Than
Amount One Year Five Years
Deposits:
Checking $ 633284  $ 633,284  $ -
Petty cash 400 400 -
Total $ 633,684 § 633,684 § =
Investments

Colorado statutes specify investment instruments meeting defined rating and risk criteria in which local government
entities may invest. The law outlines the types of securities that public entities in Colorado may acquire and hold
as investments. These include U.S. government and agency securities, certain bonds of political subdivisions,
bankers’ acceptances, commercial paper, local government investment pools, repurchase agreements, money market
funds and guaranteed insurance contracts. The statute also includes a provision limiting any investment to a five
year maturity unless the governing body authorizes a longer period.

Interest Rate Risk - The District’s policy of limiting investment maturities as a means of managing its exposure to
fair value losses arising from increasing interest rates parallels Colorado statues. Specifically, all securities are
limited to a maximum maturity of five years from the date of purchase unless the governing body authorizes a longer

period.

Credit Risk - The District does not have a policy that would further limit its choices beyond the requirements of
Colorado statutes.

The District did not hold any such investments at December 31, 2018 or 2017.
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Note D - Property Tax and Accrual

Property taxes which have been levied for 2018 which will not be collected until 2019 have been accrued as a
receivable at December 31, 2018. An offsetting liability for deferred inflows of resources - unearned property tax
revenue has been recorded on the statement of net position.

Note E - Changes in Capital Assets

The following is a summary of the changes in capital assets for the year ended December 31, 2018.

December 31, December 31,
2017 Additions Deletions 2018

Land $ 207,842 $ - $ - 3 207,842
Building and improvements 1,204,143 = - 1,204,143
Furniture and equipment 1,012,755 34,257 - 1,047,012
Vehicles 370.249 93.642 60.028 403.863
Totals § 2,794989 § 127.899 § 60.028 $ 2,862,860

Less depreciation (1,688.987) (1,735.381)
Net Capital Assets § 1,106,002 $ 1,127,479

Depreciation expense for the years ended December 31, 2018 and 2017 was $106,422 and $85,240, respectively.
Accumulated depreciation for the years ended December 31, 2018 and 2017 was $1,735,381 and $1,688,987,

respectively.
Note F - Operating Leases

The District is obligated under certain leases accounted for as operating leases. The leases become effective on
various dates and expiration dates vary through 2022. Lease expense for the year ending June 30, 2018 is $12,986.
The following is a schedule, by years, of future minimum rental payments required under operating leases that have
initial or remaining noncancellable lease terms in excess of one year as of December 31, 2018.

Year Ending

December 31 Amount
2019 $ 12,875
2020 4.875
2021 875
2022 219

Total Minimum Payments Required $ 18.844
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Note G - Net Position

The basic financial statements utilize a net position presentation. Net position is categorized as invested in capital
assets (net of related debt), restricted and unrestricted.

Invested in capital assets (net of related debt) is intended to reflect the portion of the net position that are associated
with non-liquid capital assets, less outstanding capital asset related debt.

Restricted net position are amounts that have third-party limitation on their use. As of December31,2018 and 2017
restricted net position consisted of $52,000 and $52,000 for the Tabor Emergency Reserve and $1,194 and $1,188

for unexpended grant funds, respectively.

Unrestricted net position are amounts that do not meet the definition of “invested in capital assets” or “restricted net
position” and are available for the District’s operations.

Note H - Contingencies

Legal Action

The District may be subject to legal proceedings and claims which arise in the ordinary course of business.
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SCHEDULE OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

BUDGET BASIS - BUDGET AND ACTUAL
WEST CUSTER COUNTY HOSPITAL DISTRICT
For the year ended December 31, 2018

Variance
Original Final 2018 Favorable
Budget Budget Actual (Unfavorable)
Revenues
Patient fees $ 1,185,392 $ 1,185,392 937,370 $ (248,022)
Ambulance fees 660,000 660,000 618,804 (41,196)
Therapy fees 346,788 346,788 330,156 (16,632)
X-Ray fees 29,635 29,635 23,827 (5,808)
Lab fees 379,325 379,325 326,839 (52,486)
Pharmacy fees 33,191 33,191 40,934 7,743
Optometry services 15,215 15,215 14,769 (446)
Other operating revenue 36,814 36,814 95,714 58,900
Administrative adjustments (1,426,721) (1,426,721) (1,238,221) 188,500
Total Operating Revenues 1,259,639 1,259,639 1,150,192 (109,447)
Nonoperating Revenues
General property tax 734,528 734,528 736,837 2,309
Specific ownership tax 87,585 87,585 112,330 24,745
Grant revenue 118,257 118,257 109,370 (8,887)
Investment income 2,736 2,736 12,737 10,001
Contributions 20,264 20,264 27,729 7.465
Total Nonoperating Revenues 963,370 963,370 999,003 35,633
Total Revenues 2,223,009 2,223,009 2,149,195 (73,814)
Operating Expenses
Administration
Salaries and employee benefits 308,307 308,307 248,898 59,409
Payroll taxes 24,737 24,737 18,333 6,404
Supplies 7,500 7,500 7,340 160
Penalties and fees 4,250 4,250 4,125 125
Professional services 7,025 7,025 5,724 1,301
Marketing 3,851 3,851 2,904 947
Insurance 6,244 6,244 3,851 2,393
Staff meetings and training 2,494 2,494 3,916 (1,422)
Travel - - - -
Total Administration 364,408 364,408 295,001 69,317
Ambulance Service
Salaries and employee benefits 357,070 357,070 347,436 9,634
Payroll taxes 21,479 21,479 22,368 (889)
Supplies 29,850 29,850 28914 936
Professional services 10,511 10,511 15,062 4,551
Marketing 800 800 750 50
Repairs and maintenance 10,000 10,000 7,610 2,390
Travel 1,000 1,000 1,029 29)
Insurance 29,007 29,007 21,527 7,480
Publicity, subscriptions, dues 2,400 2,400 100 2,300
Bad debts 48,600 48,600 39,616 8,984
Telephone 1,620 1,620 1,590 30
Utilities 7,071 7,071 6,370 701
Penalties and fees 255 255 - 255
Other expenses 1,500 1,500 - 1,500
Staff expense and training 3,450 3,450 4,239 (789)
Total Ambulance Service 524,613 524,613 496,611 28,002

The accompanying notes to financial statements are an integral part of this schedule.
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SCHEDULE OF REVENUES, EXPENSES AND CHANGES IN NET POSITION BUDGETARY BASIS -

BUDGET AND ACTUAL (Continued)
WEST CUSTER COUNTY HOSPITAL DISTRICT
For the year ended December 31, 2018

Central Service and Supply
Supplies
Repairs and maintenance
Telephone
Postage
Professional services
Printing and election
Travel
Insurance
Rent

Publicity, subscriptions, dues

Bad debts
Training

Laboratory

Salaries and employee benefits

Payroll taxes

Supplies

Professional services
Repairs and maintenance

Maintenance and Operation
Salaries and employee benefits

Payroll taxes

Supplies

Repairs and maintenance
Professional services
Utilities

Pharmacy
Supplies
Professional service
Rent

Contract labor

Total Central Service and Supply

Total Maintenance and Operation

Variance
Original Amended 2018 Favorable

Budget Budget Actual (Unfavorable)

$ 5,100 $ 5,100 3,083 $ 2,017
1,500 1,500 1,828 (328)

17,046 17,046 21,461 (4,415)

1,790 1,790 2,113 (323)

108,368 108,368 92,494 15,874

1,800 1,800 781 1,019
686 686 1,017 331
10,611 10,611 11,611 (1,000)

1,440 1,440 1,146 294

3,811 3,811 2,611 1,200
12,629 12,629 20,311 (7,682)

550 550 401 149

165,331 165,331 158,857 6,474
36,743 36,743 35,864 879

2,921 2,921 2,841 80

61,451 61,451 55,029 6,422

9,106 9,106 8,282 824

296 296 - 296

Total Laboratory 110,517 110,517 102,016 8,501
15,236 15,236 10,004 5,232

1,211 1,211 792 419

4,830 4,830 2,784 2,046

5,108 5,108 2,547 2,561
1,620 1,620 4,817 (3,197)

20,886 20,886 20,446 440

- 48,891 48,891 41,390 7,501
13,276 13,276 11,834 1,442

4,101 4,101 3,249 852

12,000 12,000 12,000 -

Total Pharmacy 29,377 29,377 27,083 2,294
5,425 5,425 6,075 (650)
Total Optometry 5,425 5,425 6,075 (650)

The accompanying notes to financial statements are an integral part of this schedule.
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SCHEDULE OF REVENUES, EXPENSES AND CHANGES IN NET POSITION BUDGETARY BASIS -

BUDGET AND ACTUAL (Continued)

WEST CUSTER COUNTY HOSPITAL DISTRICT
For the year ended December 31, 2018

Variance
Original Amended 2018 Favorable
Budget Budget Actual (Unfavorable)
Medical
Salaries and employee benefits $ 444 937 $ 444,937 408,745 $ 36,192
Payroll taxes 34,708 34,708 30,531 4,177
Supplies 42,882 42,882 33,053 9,829
Professional services 23,244 23,244 19,373 3,871
Insurance 9,805 9,805 7,837 1,968
Repairs and maintenance 586 586 784 (198)
Publicity, subscriptions, dues 1,698 1,698 1,589 109
Training and travel 1,196 1,196 236 960
Total Medical 559,056 559,056 502,148 56,908
Therapy
Salaries and employee benefiits 88,148 88,148 86,329 1,819
Payroll taxes 7,008 7,008 6,834 174
Bad debts - - 4,292 4,292)
Professional services 11,097 11,097 22,052 (10,955)
Publicity, subscriptions, dues 176 176 - 176
Repairs and maintenance - - 277 277)
Supplies 3,479 3,479 2,340 1,139
Training - - 286 (286)
Total Therapy 109,908 109,908 122,410 (12,502)
X-Ray
Salaries 18,433 18,433 10,336 8,097
Payroll taxes 1,465 1,465 819 646
Supplies 395 395 - 395
Repairs and maintenance 1,848 1,848 1,117 731
Professional services 866 866 828 38
Publicity, subscriptions, dues 965 965 560 405
Total X-Ray 23,972 23,972 13,660 10,312
Total Operating Expenses 1,941,498 1,941,498 1,765,341 176,157
Nonoperating Expenditures
Treasurer collection fees 36,727 36,727 36,636 91
Capital outlay 138,479 138,479 127,899 10,580
Interest expense = - - -
Total Nonoperating Expenses 175,206 175,206 164,535 10,671
Total Expenditures 2,116,704 2,116,704 1,929,876 186,828
Excess of Revenues Over (Under)
Expenditures (Budgetary Basis) 106,305 106,305 219,319 113,014
Net Position - Beginning of Year 292,690 292,690 491,221 198,531
Net Position - End of Year $ 398,995 $ 398,995 710,540 $ 311,545

The accompanying notes to financial statements are an integral part of this schedule.
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BUDGET RECONCILIATION
WEST CUSTER COUNTY HOSPITAL DISTRICT
December 31,2018

Reconciliation From Budgetary Basis to GAAP Basis of Accounting

Revenue (GAAP Basis )
Less
Gain on sale of assets

Revenue (Budgetary Basis)

Expenditures (GAAP Basis)
Plus:
Capital outlay
Less
Change in vacation leave accrual
Depreciation
Loss on sale of assets

Expenditures (Budgetary Basis)

Net Income

The accompanying notes to financial statements are an integral part of this schedule.
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$ 2,151,695

(2,500)
2,149,195

1,924,397
127,899
(15,998)

(106,422)

1,929,876

$

219,319



SCHEDULES OF OPERATING EXPENSES - BY DEPARTMENT

WEST CUSTER COUNTY HOSPITAL DISTRICT
For the years ended December 31, 2018 and 2017

Administration
Salaries and employee benefits
Insurance
Payroll taxes
Supplies
Penalties and fees
Professional services
Marketing
Travel
Staff meetings & training

Ambulance Service
Salaries and employee benefits
Payroll taxes
Supplies
Professional services
Printing
Marketing
Repairs and maintenance
Travel
Insurance
Publicity, subscriptions, dues
Staff expense and training
Depreciation
Bad debts
Telephone
Utilities

Central Service and Supply
Supplies
Repairs and maintenance
Telephone
Postage
Printing and election
Professional services
Travel
Insurance
Rent
Publicity, subscriptions, dues
Training
Depreciation
Bad debts

2018 2017
$ 253,216 303,743
3,851 5,353
18,667 23,678
7,340 6,441
4,125 3,433
5,724 2,401
2,904 2,306
- 636
3,916 4
Total Administration 299,743 347,995
351,368 360,413
22,678 22,183
28,133 30,146
15,062 28,532
781 -
750 670
7,610 11,951
1,029 4,951
21,527 25,664
100 100
4,239 7,470
70,820 48,926
39,616 64,419
1,590 1,532
6,370 5,877
Total Ambulance Service 571,673 612,834
3,083 2,853
1,828 880
21,461 21,824
2,113 1,294
781 -
92,494 89,196
1,017 -
11,611 10,616
1,146 1,400
2,611 1,183
401 -
6,633 6,086
20,311 24,931
Total Central Service and Supply 165,490 160,263

The accompanying notes to financial statements are an integral part of this schedule.
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SCHEDULES OF OPERATING EXPENSES - BY DEPARTMENT (Continued)
WEST CUSTER COUNTY HOSPITAL DISTRICT
For the years ended December 31, 2018 and 2017

2018 2017
Laboratory
Salaries and employee benefits 35,864 $ 37,614
Payroll taxes 2,841 2,990
Supplies 55,029 45,857
Professional services 8,282 6,926
Depreciation 1,738 2,482
Total Laboratory 103,754 95,869
Maintenance and Operation
Salaries and employee benefits 10,004 12,275
Payroll taxes 792 976
Supplies 2,784 2,637
Repairs and maintenance 2,547 5,206
Professional services 4,817 1,300
Utilities 20,446 18,471
Depreciation 24,220 24,070
Total Maintenance and Operation 65,610 64,935
Medical
Salaries and employee benefits 415,331 422,287
Payroll taxes 31,049 32,921
Repairs and maintenance 784 -
Supplies 33,053 29,946
Immunization cost - 1,421
Professional services 19,373 10,861
Insurance 7,837 9,287
Publicity, subscriptions, dues 1,589 1,820
Training and travel 236 476
Depreciation 972 980
Total Medical 510,224 509.999
Pharmacy
Supplies 11,834 6,514
Professional service 3,249 3,774
Rent 12,000 13,000
Total Pharmacy 27,083 23,288

The accompanying notes to financial statements are an integral part of this schedule.
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SCHEDULES OF OPERATING EXPENSES - BY DEPARTMENT (Continued)

WEST CUSTER COUNTY HOSPITAL DISTRICT
For the years ended December 31, 2018 and 2017

Therapy
Salaries and employee benefiits
Payrol! taxes
Bad debts
Supplies
Training
Repair and maintenance
Professional services
Depreciation

X-Ray
Salaries
Payroll taxes
Repairs and maintenance
Publicity, subscriptions, dues
Professional services
Depreciation

Optometry
Contract labor

2018 2017
$ 86,329 $ 82,492
6,834 6,556
4,292 -
2,340 1,797
286 -
277 -
22,052 10,480
472 600
Total Therapy 122,882 101,925
10,336 18,543
819 1,475
1,117 433
560 500
828 892
1,567 2,096
Total X-Ray 15,227 23,939
6,075 5,656
Total Optometry 6,075 5,656
Total Operating Expenses $ 1,887,761 $ 1,946,703

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