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Independent Auditor’s Report

September 24, 2020

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, 2019 and 2018, 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 financlal 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 auditalso 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.
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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, 2019 and 2018, 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 limited
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 callectively 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 statements 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, 2019, 2018 and 2017

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, 2019, 2018 and 2017. 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, 2019, 2018 and 2017

Financial Analysis (Continued)

Dollar Percent Dollar Percent
Program Revenues 2019 2018 Change Change 2017 change Change
Patient fees - various $ 2,242,582 $ 2,292,699 ( 50,117) ( 2.19%) $ 2,356,473 ($ 63,774) ( 2.71%)
Other operating revenue 124,825 95,714 29,111 30.41% 61,259 34,455 56.24%
Administrative
adjustments _( 1,227,753) ( 1,238,221) 10,468 85% ( 1,264,660) 26,439 2.10%

Total Program
Revenues 1,139,654 1,150,192 ( 10,538) ( 9.16%) 1,153,072 ( 2.880) ( .25%)

Program Expenses

Administration 295,754 299,743 3,989 1.33% 347,995 48,252 13.87%
Ambulance service 595,463 571,673 ( 23,790) ( 4.16%) 612,834 41,161 6.72%
Central Service & Supply 181,480 165,490 ( 15,990) ( 9.66%) 160,263 ( 5227) ( 3.26%)
Laboratory 88,618 103,754 15,136 14.59% 95,869 ( 7.885) ( 8.22%)
Maintenance & operation 66,030 65,610 ( 420) ( .64%) 64,935 ( 675) ( 1.03%)
Medical 484,507 510,224 25,717 5.04% 509,999 ( 225) ( .04%)
Pharmacy 25,149 27,083 1,934 7.14% 23,288 ( 3,795) ( 16.30%)
Therapy 117,303 122,882 5,579 4.54% 101,925 (  20,957) ( 20.56%)
X-Ray 5,079 15,227 10,148 66.64% 23,939 8,712 36.39%
Optometry 4,750 6,075 1,325 21.81% 5656 ( 419) ( 7.41%)
Total Program
Expenses 1,864,133 1,887,761 23,628 1.25% 1,946,703 58,942 3.03%
Nonoperating
Revenues and
Expenses
Taxes 865,263 849,167 16,096 1.90% 869,513 ( 20,346) ( 2.34%)
Grants and donations 38,300 38,617 ( 317) (  .82%) 40,516 ( 1,899) ( 4.68%)
Investment income 13,144 12,737 407 3.20% 2919 9,818 336.35%
Gain/(loss) sale of assets  ( 1,842) 2500 ( 4,342) (173.68%) ( 1,805) 4,305 238.50%
Other income/expenses - = - ( 5) 5 100.00%
Treasurers fees (  36,957) (  36,636) ( 321) ( .88%) ( 37,733) 1,097 2.90%
Net Other Revenues
and (Expenses) 877,908 866,385 11,523 1.33% 873,405 ( 7,020) ( .80%)
Income (Loss) Before
Capital Contributions 163,429 128,816 24,613 19.11% 79,774 49,042 61.48%
Capital Contributions 10,937 98,482 (  87,545) ( 88.89%) 94,826 3,656 3.86%

Change in Net Position § 164,366 §$ 227,208 (§ 62932) ( 27.70%) 5 174600 § 52,698 30.18%

Program Revenues — Patient Fees
Patient fees decreased by $50,117 compared to 2018. Net program revenue decreased by $10,538 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 $865,263 or an increase from 2018 of $16,096.



West Custer County Hospital District
Management’s Discussion and Analysis (Continued)
For the years ended December 31, 2019, 2018 and 2017

Operating and Nonoperating Revenues (Continued)

Grants and donations and capital contributions totaled $49,237 which is a decrease from 2018 of $87,862.
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 2019 fiscal year totaled $1,864,133 compared to the prior year of $1,887,761.
This is a decrease of $23,628 or 1.25%. The District had a 3.03% decrease in expenses from 2017 to 2018.
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 ambulance service which increased by
$23,790 and medical which decreased by $25,717.

A condensed summary of the District’s net position at December 31, 2019, 2018 and 2017 is presented below:

Dollar Percent Dollar Percent
Statement of Net Position 2019 2018 Change Change 2017 change Change
Capital Assets  $ 1,157,003 $ 1,127,479 § 29,624 2.62% $ 1,106,002 $ 21,477 1.94%
Current and Other Assets 1,833,024 1,601,566 231,458 14.45% 1,375,596 225,970 16.43%
Total Assets 2,990,027 2,729,045 260,982 9.56% 2,481,598 247 447 9.97%
Long-Term Liabilities - - - - - -
Other Liabilities 99,696 71602 ( 28,094) ( 39.24%) 58,059 ( 13543) ( 23.33%)
Total Liabilities 99,696 71602 (  28,094) ( 39.24%) 58,059  (  13,543) ( 23.33%)
Deferred Inflows
Unearned Property Taxes 809,656 741134 ( 68,522) ( 9.25%) 734,528 ( 6,606) (  .90%)
Net Position
Invested in Capital Assets,
Net of Related Debt 1,157,003 1,127,479 29,524 2.62% 1,106,002 21,477 1.94%
Restricted 49,500 53194 (  3.694) ( 6.94%) 53,188 6 01%
Unrestricted 874,172 735,636 138,536 18.83% 529,821 205,815 38.85%
Total Net Position $ 2080675 § 1916309 § 164,366 858% $ 1,689,011 §$ 227,298 13.46%

Net Position
The District’s financial condition improved from the previous year. During 2019 the District’s net position

increased by $164,366 primarily from a decrease in program expenses.



West Custer County Hospital District
Management’s Discussion and Analysis (Continued)
For the years ended December 31, 2019, 2018 and 2017

Net Position (Continued)
The District’s current liabilities which consist of accounts payable and various accruals, increased from 2018 in

the amount of $28,094 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, 2019, $1,157,003 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 consists of $49,500 for the emergency reserve required by the provisions of TABOR.
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 2019, the District expended $145,644 in capital asset additions.

Long Term Debt
The District had no long-term debt outstanding as of December 31, 2019, 2018, or 2017.

Budget Highlights and Future Projects of the District

Clinics in rural Colorado are generally subsidized by their communities. This District has received this subsidized
support for many years. As such, direct losses from operations is expected with shortfalls to be made up through
mill levy tax revenues and donations. Below are other key highlights of past and future events of the Hospital

District.

1. 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.

2. EMS staffing remained stable in 2019. Positive traction was made in 2020 in securing Advanced Life
Support personnel and since late spring 2020, there has been a Paramedic on duty 24/7. There remain six
full-time positions available in EMS and all open positions are filled. We have also made improvement
on off-duty staff responding to 2nd calls but having a guaranteed on-call crew remains elusive.

3. The long-term viability of Custer County EMS is always reviewed. The operations have stabilized, and

the increased funds received through the new Medicaid cost report has improved the financial status of

Custer County EMS.

4. The District is very close to completing its goal to become a provider-based facility. A contract to partner
with Heart of the Rockies Medical Center (HRRMC) was signed in April of 2020 and we are on track to
turn over operations of the clinic to HRRMC on October 1, 2020. HRRMC will operate under the name
of Custer County Health Center (CCHC). The Hospital District will continue to support the local medical
clinic with mill levy funds. The Clinic will officially be a facility owned and run by HRRMC. HRRMC
have already secured a full-time medical doctor to join the practice and have brought in additional
services to the community including free pharmacy daily deliveries, gynecology, orthopedics, audiology
and cardiology. Becoming a provider-based rural health center will go a long way to ensure sustainability
of the clinic.



West Custer County Hospital District
Management’s Discussion and Analysis (Continued)
For the years ended December 31, 2019, 2018 and 2017

5. In May of 2020, the Executive Director resigned. With the pending partnership with HRRMC, HRRMC
secured a new clinic director to oversee the current clinic operations through a contract. This director will
remain and oversee the new CCHC. The Board treasurer stepped in to assist in the Executive Director
duties of the Hospital District until such time that the HRRMC partnership was finalized. A search for an
Executive Director will be completed once the clinic operations are successfully turned over to HRRMC.

6. The clinic was awarded a 60/40 USAC grant to pull in a dedicated 200MG fiber line. This was completed
in July of 2019 and allowed the hospital district to upgrade its outdated technology. All new computer
systems were purchased along with a new electronic health record system Aprima. Aprima is the same
software that HRRMC uses and will facilitate a smooth transition of patient records and care as HRRMC

takes over.
7. HRRMC applied for on behalf of the Hospital District and was awarded a grant to purchase a new Xray

machine and upgrade physical therapy equipment.
8. COVID provided challenges to all entities starting in March. Both the clinic and EMS saw greatly

reduced revenues. Neither has come back to pre-COVID numbers as of this audit. We have received
CARES money that has allowed us to offset that income loss as well as purchase and make COVID
related additional expenses and building improvements at the facility.

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 31,2019 and 2018

2019 2018
Assets
Cash and equivalents $ 116,904 $ 632,490
Cash - restricted - 1,194
Investments 658,258 -
Receivables
Accounts receivable, net of allowance 117,106 114,435
Other receivables 68,767 45,728
Property tax 809,656 741,134
Inventories 25,089 45,409
Prepaid expenses 37,244 21,176
Capital assets, net of accumulated depreciation 1,157,003 1,127,479
Total Assets 2,990,027 2,729,045
Liabilities
Accounts payable 56,979 32,900
Accrued liabilities
Payroll taxes and employee benefits 1,431 843
Salaries 29,071 21,860
Compensated absences 12,215 15,999
Total Liabilities 99,696 71,602
Deferred Inflows of Resources
Unavailable revenue - property tax 809,656 741,134
Net Position
Invested in capital assets, net of related debt 1,157,003 1,127,479
Restricted:
Emergency 49,500 52,000
Grant expenditures - 1,194
Unrestricted 874,172 735,636

Total Net Position  $ 2,080,675 § 1,916,309

The accompanying notes to financial statements are an integral part of this statement.
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STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

WEST CUSTER COUNTY HOSPITAL DISTRICT
For the Years Ended December 31,2019 and 2018

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-

2019 2018
$ 909,708 $ 937,370
660,520 618,804
340,639 330,156
21,753 23,827
260,996 326,839
40,540 40,934
8,426 14,769
124,826 95,714
(1,227,753) (1,238.221)
1,139,655 1,150,192
295,706 299,743
595,512 571,673
181,480 165,490
88,618 103,754
66,030 65,610
484,507 510,224
25,149 27,083
117,303 122,882
5,079 15,227
4,750 6,075
1,864,134 1,887,761
(724,479) (737,569)
744,255 736,837
121,008 112,330
8,081 10,888
13,144 12,737
(1,842) 2,500
30,219 27,729
(36,957) (36,636)
877,908 866,385
153,429 128,816
10,937 98,482
164,366 227,298
1,916,309 1,689,011
$ 2,080,675 $ 1,916,309




STATEMENTS OF CASH FLOWS

WEST CUSTER COUNTY HOSPITAL DISTRICT

For the years ended December 31, 2019 and 2018

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
Net Cash Used by Capital and Related Financing Activities

Cash Flows from Investing Activities
Funds invested
Investment income
Net Cash Provided (Used) by Investing Activities

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

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-

2019 2018
$ 1,057,843 $ 1,015316
(436,319) (441,613)
(1,225,089) (1,249,179)
(603,565) (675,476)
865,263 849,167
(36,957) (36,636)
49,237 137,099
877,543 949,630
(145,644) (125,399)
(145,644) (125,399)
(658,258) s
13,144 12,737
(645,114) 12,737
(516,780) 161,492
633,684 472,192

$ 116904 § 633,684
$ (7244790 $ (737,569)
114,278 106,422
(25,710) (70,657)
20,320 6,726
(16,068) 6,059
24,079 8,473
4,015 5,070

$ (603,565) $ (675,476)
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NOTES TO FINANCIAL STATEMENTS
WEST CUSTER COUNTY HOSPITAL DISTRICT
December 31, 2019 and 2018

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.



NOTES TO FINANCIAL STATEMENTS (Continued)
WEST CUSTER COUNTY HOSPITAL DISTRICT
December 31, 2019 and 2018

Note A - Summary of Significant Policies (Continued)

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

2019 2018
Patient fees, net of allowance for uncollectible accounts of
$105,544 and $89,838 $ 76,437 $ 77911
Ambulance fees, net of allowance for uncollectible accounts
of $87,131 and $96,333 40,669 36.524
Total Accounts Receivable $ 117,106 $ 114,435
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, 2019 and 2018. 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, 2019 and 2018

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, 2019 and 2018 was $12,215 and $15,999, 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 such risks,
including workers’ compensation. Settled claims resulting from these risks did not exceed commercial insurance
coverage during 2019 or 2018.

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.




NOTES TO FINANCIAL STATEMENTS (Continued)
WEST CUSTER COUNTY HOSPITAL DISTRICT
December 31,2019 and 2018

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 31,2019 and 2018, the District estimates its reserve requirement at $49,500

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.
25 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. AtDecember31,2019and2018
the District had deposits in excess of $250,000 in the amount of $.00 and $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 $ 116,504  $ 116,504  $ -
Petty cash 400 400 -
Investments:
State investment pool (ColoTrust) 658.258 658.258 -
Total § 775,162  § 775,162  § =
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.

The District has invested $658,258 in the Colorado Government Liquid Asset Trust (ColoTrust), an investment
vehicle established for local government entities in Colorado to pool surplus funds. ColoTrust operates similarly
to a money market fund and each share is equal in value to $1. Investments of ColoTrust consist of U.S. Treasury
bills, notes and note strips, and repurchase agreements collateralized by U.S. Treasury securities. A designated
custodial bank provides safekeeping and depository services to ColoTrust in connection with the direct investment
and withdrawal functions of ColoTrust. Substantially all securities owned by ColoTrust are held by the Federal
Reserve Bank in the account maintained for the custodial bank. The custodian's internal records identify the

investments owned by ColoTrust.

The District categorizes its fair value measurements within the fair value hierarchy established by generally accepted
accounting principles. The hierarchy is based on the valuation inputs used to measure the fair value of the asset.
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Note C - Cash Deposits and Investments (Continued)

Investments (Continued)
Level 1 inputs are quoted prices in active markets for identical assets; Level 2 inputs are significant other observable

inputs; Level 3 inputs are significant unobservable inputs.

The District has the following recurring fair value measurements as of December 31, 2019:
The District’s investment in ColoTrust are reported at fair value. However, this investment is not subject
to the fair value hierarchy.

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.

Note D - Property Tax and Accrual

Property taxes which have been levied for 2019 which will not be collected until 2020 have been accrued as a
receivable at December 31, 2019. 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, 2019.

December 31, December 31,
2018 Additions Deletions 2019

Land $ 207,842 $ - $ - $ 207,842
Building and improvements 1,204,143 9,515 - 1,213,658
Furniture and equipment 1,047,012 136,129 7,290 1,175,851
Vehicles 403.863 - = 403.863
Totals §$ 2,862,860 3§ 145.644 $ 7290 $ 3,001,214

Less depreciation (1,735,381) (1,844.211)
Net Capital Assets $ 1,127,479 $ 1,157,003

Depreciation expense for the years ended December 31, 2019 and 2018 was $114,278 and $106,422, respectively.
Accumulated depreciation for the years ended December 31, 2019 and 2018 was $1,844,211 and $1,735,381,

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 December 31, 2019 and
2018 is $12,872 and $12,986.
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Note F - Operating Leases (Continued)

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, 2019,

Year Ending
December 31 Amount
2020 4,875
2021 875
2022 219
Total Minimum Payments Required $ 5.969

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 December 31,2019 and 2018
restricted net position consisted of $49,500 and $52,000 for the Tabor Emergency Reserve and $0 and $1,194 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.

Note J - Subsequent Events

On March 11, 2020, the World Health Organization declared the outbreak of coronavirus (COVID-19) a pandemic.
While the disruption is currently expected to be temporary, there is considerable uncertainty around the duration.
As aresult, economic uncertainties have arisen which are likely to negatively impact operations or carrying value
of assets. Other financial implications may result, and such potential impact is unknown at this time.

The District is very close to completing its goal to become a provider-based facility. A contract to partner with Heart
of the Rockies Medical Center (HRRMC) was signed in April of 2020 and the District is on track to turn over
operations of the clinic to HRRMC on October 1, 2020. HRRMC will operate under the name of Custer County
Health Center (CCHC). The Hospital District will continue to support the local medical clinic with mill levy funds.
The Clinic will officially be a facility owned and run by HRRMC. HRRMC have already secured a full-time
medical doctor to join the practice and have brought in additional services to the community including free pharmacy
daily deliveries, gynecology, orthopedics, audiology and cardiology.
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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, 2019

Variance
Original Final 2019 Favorable
Budget Budget Actual {Unfavorable)
Revenues
Patient fees $ 1,095,120 $ 1,095,120 909,708 $ (185,412)
Ambulance fees 650,000 650,000 660,520 10,520
Therapy fees 342,225 342,225 21,753 (320,472)
X-Ray fees 28,473 28,473 340,639 312,166
Lab fees 394,243 394,243 260,996 (133,247)
Pharmacy fees 47,090 47,090 40,540 (6,550)
Optometry services 15,725 15,725 8,426 (7,299)
Other operating revenue 35,955 35,955 124,826 88,871
Administrative adjustments (1,400,984) (1,400,984) (1,227,753) 173,231
Total Operating Revenues 1,207,847 1,207,847 1,139,655 (68,192)
Nonoperating Revenues
General property tax 741,134 741,134 744,255 3,121
Specific ownership tax 101,395 101,395 121,008 19,613
Grant revenue 29,755 29,755 8,081 (21,674)
Capital grants and contributions 104,000 104,000 10,937 (93,063)
Investment income 2,006 2,006 13,144 11,138
Contributions 17,632 17,632 30,219 12,587
Total Nonoperating Revenues 995,922 995,922 927,644 (68,278)
Total Revenues 2,203,769 2,203,769 2,067,299 (136,470)
Operating Expenses
Administration
Salaries and employee benefits 272,615 272,615 239,774 32,841
Payroll taxes 22,583 22,583 20,373 2,210
Supplies 7,500 7,500 6,442 1,058
Penalties and fees 4,215 4,215 5,444 (1,229)
Professional services 8,652 8,652 9,920 (1,268)
Marketing 3,916 3,916 3,854 62
Insurance 5,634 5,634 3,320 2,314
Staff meetings and training 2,718 2,718 2,569 149
Travel 600 600 - 600
Total Administration 328,433 328,433 291,696 36,737
Ambulance Service
Salaries and employee benefits 397,392 397,392 352,159 45,233
Payroll taxes 24,723 24,723 22,524 2,199
Supplies 33,550 33,550 36,915 (3,365)
Professional services 19,660 19,660 19,194 466
Marketing 300 300 596 (296)
Repairs and maintenance 10,000 10,000 6,922 3,078
Travel 1,000 1,000 1,284 (284)
Insurance 32,257 32,257 21,832 10,425
Publicity, subscriptions, dues 300 300 119 181
Bad debts 47,900 47,900 42,979 4,921
Telephone 1,620 1,620 1,551 69
Utilities 8,103 8,103 8,132 29)
Penalties and fees 40 40 49 9)
Other expenses - - - -
Staff expense and training 3,450 3,450 4,038 (588)
Total Ambulance Service 580,295 580,295 518,294 62,001

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

BUDGET AND ACTUAL (Continued)

WEST CUSTER COUNTY HOSPITAL DISTRICT
For the year ended December 31, 2019

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

Laboratory
Salaries and employee benefits
Payroll taxes
Supplies
Professional services
Repairs and maintenance
Total Laboratory

Maintenance and Operation
Salaries and employee benefits
Payroll taxes
Supplies
Repairs and maintenance
Professional services

Utilities
Total Maintenance and Operation
Pharmacy
Supplies
Professional service
Rent
Total Pharmacy
Contract labor
Total Optometry

Variance
Original Final 2019 Favorable
Budget Budget Actual (Unfavorable)
5,100 $ 5,100 3,987 $ 1,113
1,500 1,500 535 965
20,085 20,085 25,691 (5,606)
2,089 2,089 890 1,199
99,514 99,514 98,738 776
952 952 2,548 (1,596)
10,566 10,566 13,054 (2,488)
1,440 1,440 - 1,440
5,066 5,066 3,835 1,231
22212 22212 17,171 5,041
401 401 3,205 (2,804)
168,925 168,925 169,654 (729)
37,913 37,913 32,626 5,287
3,014 3,014 2,514 500
60,313 60,313 42,605 17,708
6,901 6,901 9,850 (2,949)
150 150 327 (177)
108,291 108,291 87,922 20,369
11,643 11,643 14,263 (2,620)
926 926 1,134 (208)
4,061 4,061 2,295 1,766
3,384 3,384 3,852 (468)
2,020 2,020 1,391 629
23,238 23,238 18,460 4,778
45,272 45,272 41,395 3,877
18,836 18,836 9,408 9,428
3,612 3,612 3,741 (129)
12,000 12,000 12,000 -
34,448 34,448 25,149 9,299
5,425 5,425 4,750 675
5,425 5,425 4,750 675

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, 2019

Variance
Original Final 2019 Favorable
Budget Budget Actual (Unfavorable)
Medical
Salaries and employee benefits $ 453,591 453,591 402,828 $ 50,763
Payroll taxes 33,978 33,978 28,982 4,996
Contract labor - - 9,310 (9,310)
Supplies 39,634 39,634 29,246 10,388
Professional services 23,244 23,244 242 23,002
Insurance 9,330 9,330 5,530 3,800
Repairs and maintenance - - 275 275)
Publicity, subscriptions, dues 2,945 2,945 - 2,945
Training and travel 500 500 1,716 (1,216)
Total Medical 563,222 563,222 478,129 85,093
Therapy
Salaries and employee benefiits 89,835 89,835 90,870 (1,035)
Payroll taxes 7,142 7,142 7,278 (136)
Bad debts 4,449 4,449 2,428 2,021
Professional services 14,049 14,049 14,205 (156)
Marketing - - 25 (25)
Publicity, subscriptions, dues 88 88 - 88
Repairs and maintenance 300 300 201 99
Supplies 2,905 2,905 2,133 772
Training 294 294 - 294
Total Therapy 119,062 119,062 117,140 1,922
X-Ray
Salaries 1,163 1,163 572 591
Payroll taxes 92 92 46 46
Supplies 250 250 - 250
Repairs and maintenance 1,852 1,852 1,747 105
Professional services 991 991 742 249
Publicity, subscriptions, dues 460 460 405 55
Total X-Ray 4,808 4,808 3,512 1,296
Total Operating Expenses 1,958,181 1,958,181 1,737,641 220,540
Nonoperating Expenditures
Treasurer collection fees 37,057 37,057 36,957 100
Capital outlay 116,579 116,579 145,644 (29,065)
Interest expense 2 = - -
Total Nonoperating Expenses 153,636 153,636 182,601 (28,965)
Total Expenditures 2,111,817 2,111,817 1,920,242 191,575
Excess of Revenues Over (Under)
Expenditures (Budgetary Basis) 91,952 91,952 147,057 55,105
Net Position - Beginning of Year 511,489 511,489 710,540 199,051
Net Position - End of Year $ 603,441 603,441 857,597 $ 254,156

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, 2019

Reconciliation From Budgetary Basis to GAAP Basis of Accounting

Revenue (GAAP Basis )
Plus:
Loss on sale of assets
Revenue (Budgetary Basis)

Expenditures (GAAP Basis)
Plus:
Capital outlay
Less:
Change in vacation leave accrual
Depreciation

Expenditures (Budgetary Basis)

Net Income

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

WEST CUSTER COUNTY HOSPITAL DISTRICT
For the years ended December 31, 2019 and 2018

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
Penalties and fees
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

2019 2018
$ 243,497 253,216
3,320 3,851
20,660 18,667
6,442 7,340
5,444 4,125
9,920 5,724
3,854 2,904
2,569 3,916
Total Administration 295,706 299,743
354,532 351,368
22,711 22,678
36,915 28,133
49 -
19,194 15,062
- 781
596 750
6,922 7,610
1,284 1,029
21,832 21,527
119 100
4,038 4,239
74,658 70,820
42,979 39,616
1,551 1,590
8,132 6,370
Total Ambulance Service 595,512 571,673
3,987 3,083
535 1,828
25,691 21,461
890 2,113
- 781
98,738 92,494
2,548 1,017
13,054 11,611
- 1,146
3,835 2,611
3,205 401
11,826 6,633
17,171 20,311
Total Central Service and Supply 181,480 165,490

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, 2019 and 2018

2019 2018
Laboratory
Salaries and employee benefits 32,626 35,864
Payroll taxes 2,514 2,841
Repairs and maintenance 327 -
Supplies 42,605 55,029
Professional services 9,850 8,282
Depreciation 696 1,738
Total Laboratory 88,618 103,754
Maintenance and Operation
Salaries and employee benefits 14,263 10,004
Payroll taxes 1,134 792
Supplies 2,295 2,784
Repairs and maintenance 3,852 2,547
Professional services 1,391 4,817
Utilities 18,460 20,446
Depreciation 24,635 24,220
Total Maintenance and Operation 66,030 65,610
Medical
Salaries and employee benefits 408,061 415,331
Payroll taxes 29,394 31,049
Contract labor 9,310 -
Repairs and maintenance 275 784
Supplies 29,246 33,053
Professional services 242 19,373
Insurance 5,530 7,837
Publicity, subscriptions, dues - 1,589
Training and travel 1,716 236
Depreciation 733 972
Total Medical 484,507 510,224
Pharmacy
Supplies 9,408 11,834
Professional service 3,741 3,249
Rent 12,000 12,000
Total Pharmacy 25,149 27,083

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, 2019 and 2018

2019 2018

Therapy

Salaries and employee benefiits $ 90,870 $ 86,329

Payroll taxes 7,278 6,834
Bad debts 2,428 4,292
Supplies 2,133 2,340
Training - 286
Repair and maintenance 201 277
Publicity, subscriptions, dues 25 -
Professional services 14,205 22,052
Depreciation 163 472
Total Therapy 117,303 122,882
X-Ray
Salaries 572 10,336
Payroll taxes 46 819
Repairs and maintenance 1,747 1,117
Publicity, subscriptions, dues 405 560
Professional services 742 828
Depreciation 1,567 1,567
Total X-Ray 5,079 15,227
Optometry

Contract labor 4,750 6,075
Total Optometry 4,750 6,075

Total Operating Expenses § 1,864,134 $ 1,887,761

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