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INDEPENDENT AUDITORS’ REPORT 

Board of Directors 
East Morgan County Hospital District 
Brush, Colorado   
 
Report on the Financial Statements  
 
We have audited the accompanying financial statements of the governmental activities, the discretely 
presented component unit, and the major fund of the East Morgan County Hospital District as of and for the 
year ended December 31, 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 audit. We conducted 
our audit in accordance with auditing standards generally accepted in the United States of America. Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor‘s judgment, including the assessment 
of the risks of material misstatement of the financial statements, whether due to fraud or error.  In making 
those risk assessments, the auditor considers internal control relevant to the entity‘s preparation and fair 
presentation of the financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity‘s internal 
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinions. 
 
Opinions 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, the discretely presented component unit, and 
the major fund of the East Morgan County Hospital District as of December 31, 2017 and, the respective 
changes in financial position thereof and the respective budgetary comparison for the General for the year 
then ended in accordance with accounting principles generally accepted in the United States of America. 
 
 
 
 



East Morgan County Hospital District 
May 4, 2018 
Page 2 
 

Other Matters 
 
Required Supplementary Information 
 
Management has omitted the management’s discussion and analysis that accounting principles generally 
accepted in the United States of America require to be presented to supplement the basic financial 
statements. Such missing information, although not a part of the basic financial statements, is required by 
the Governmental Accounting Standards Board who considers it to be an essential part of financial reporting 
for placing the basic financial statements in an appropriate operational, economic, or historical context. Our 
opinion on the basic financial statements is not affected by this missing information. 
 
Other Information  

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the District’s basic financial statements. The Combined Schedule of Cash and Investments are 
presented for purposes of additional analysis and are not a required part of the basic financial statements.  

The Combined Schedule of Cash and Investments is the responsibility of management and was derived 
from and relates 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 Combined 
Schedule of Cash and Investments is fairly stated, in all material respects, in relation to the basic financial 
statements as a whole.  

 
 
 
Fort Morgan, Colorado 
May 4, 2018



Primary Component Unit

East Morgan

Governmental County Hospital

Activities Foundation

Assets

Current Assets

Cash in bank and savings 813,893$             101,832$              

Cash with County Treasurer 8,171                   -                            

Certificate of deposit 2,134,102            304,214                

General property taxes receivable 1,035,286            -                            

Accounts receivable -                       2,385                    

Pledges receivable -                       1,134                    

Accrued interest revenue 4,275                   183                       

Refundable deposits -                       500                       

Investments 1,861,723            730,083                

Total Current Assets 5,857,450            1,140,331             

Long-term Assets

Capital Assets

Nondepreciable Assets

Land 1,099,373            -                            

Depreciable Assets

Buildings and Improvements 12,307,366         4,150                    

Fixed Equipment 15,838,954         -                            

Major Moveable Equipment 9,951,215            500                       

Total Depreciable Assets 38,097,535         4,650                    

Less: Depreciation (16,641,740)        (1,261)                   

Net Depreciable Assets 21,455,795         3,389                    

Net Capital Assets 22,555,168         3,389                    

Endowment Assets

Certificate of Deposit -                           35,000                  

Total Assets 28,412,618         1,178,720             

Liabilities

Current Liabilities

Accounts payable 27,181                 750                       

Accrued interest expense 28,478                 -                            

Unearned contribution revenue - current portion 633,333               -                            

Total Current Liabilities 688,992               750                       

Long-term Liabilities

Long-term portion of unearned contribution revenue 5,541,667            -                            

General obligation bonds 6,435,000            -                            

Less: Unamortized debt issuance costs (165,728)             -                            

Net General Obligation Bonds 6,269,272            -                            

Total Liabilties 12,499,931         750                       

Deferred Inflows of Resources

Deferred tax revenues 1,035,286            -                            

Net Position

Net investment in capital assets 22,555,168         

Restricted

Emergency reserve (TABOR) 35,000                 

Restricted for capital purchases 490,898               

Other purposes 35,000                  

Temporarily Restricted 221,810                

Unrestricted (8,203,665)          921,160                

Total Net Position 14,877,401$       1,177,970$           

EAST MORGAN COUNTY HOSPITAL DISTRICT

STATEMENT OF NET POSITION

As of December 31, 2017

The accompanying notes and independent auditors'

report should be read with these financial statemtents.
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Primary Component
Government Unit

Operating Capital Net East Morgan
Grants and Grants and Governmental County Hospital

Expenses Contributions Contributions Activities Foundation
Governmental Activities:

Public Health 2,696,118$        -$                      1,124,231$        (1,571,887)$       

Component Unit:
East Morgan County Hospital Foundation 82,702$             85,658$             5,000$               7,956$               

General Revenues
Taxes:

          Property tax, levied for general purposes 1,015,094          
          Specific ownership 109,677             

Gain (Loss) on disposal of assets (2,145)               
Investment earnings 22,006               39,986               
 Unrealized gain on investments 38,059               

Inter entity transfer 5,000                (5,000)               

Total General Revenues 1,149,632          73,045               

Change in Net Position (422,255)           81,001               

Net Position - Beginning of Year 15,299,656        1,096,969          

Net Position - End of Year 14,877,401$      1,177,970$        

Program Revenues

EAST MORGAN COUNTY HOSPITAL DISTRICT

STATEMENT OF ACTIVITIES

For the Year Ended December 31, 2017

The accompanying notes and independent auditors'
report should be read with these financial statements.
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General Fund
ASSETS AND DEFERRED OUTFLOWS

Cash in bank and savings 813,893$             
Cash with County Treasurer 8,171                   
Certificate of deposit 2,134,102            
General property taxes receivable 1,035,286            
Investments 1,861,723            

Total Assets 5,853,175$          

LIABILITIES AND FUND BALANCE
Liabilities

Accounts payable 27,181$               
Unearned contribution revenues 6,175,000            

Total Liabilities 6,202,181            

Deferred Inflows of Resources
Deferred tax revenues 1,035,286            

Fund Balances
Restricted

Restricted for emergencies 35,000                 
Restricted for capital purchases 490,898               

Unassigned (1,910,190)           

Total Fund Balance (1,384,292)           

Total Liabilities, Deferred Inflows and Fund Balance 5,853,175$          

-                           

Reconciliation between fund balances reported as
governmental funds on the Balance Sheet and Net
Position reported on the Statement of Net Position:

Fund Balance (1,384,292)$         

Capital Assets used in governmental activities are not
financial resources and therefore not recorded in the fund 22,555,168          

Long-term liabilities, including general obligation bonds
are not due and payable in the current period and, 
therefore, are not reported in the fund. (6,269,272)           

Interest is accrued on outstanding long-term debt and 
is not due and payable in the current period and, 

therefore, is not reported in the fund. (28,478)                

Accrued interest revenue is not a source of financial
resources and is not reported in the fund. 4,275                   

Net Position of Governmental Activities 14,877,401$        

EAST MORGAN COUNTY HOSPITAL DISTRICT
BALANCE SHEET
GENERAL FUND

As of December 31, 2017

The accompanying notes and independent auditors'
report should be read with these financial statements.
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Original Final Variance
Budgeted Budgeted Actual Favorable
Amounts Amounts Amounts (Unfavorable)

Revenue

Taxes (net treasurer's fees of $20,705) 1,035,838$      1,035,838$      1,015,094$      (20,744)$          
Specific ownership 100,000           100,000           109,677           9,677               
Interest and dividends 15,000             15,000             17,731             2,731               
Contributions -                   -                   1,124,231        1,124,231        

Total Revenue 1,150,838        1,150,838        2,266,733        1,115,895        

Expenditures
Current

Legal and accounting 15,000             15,000             7,112               7,888               
Board insurance 10,000             10,000             8,511               1,489               
Repairs and maintenance 55,000             55,000             -                       55,000             
Other direct expense 10,000             10,000             7,370               2,630               

Office expense 1,250               1,250               2,365               (1,115)              
Consulting fees 89,500             89,500             89,743             (243)                 

Total Current Expenditures 180,750           180,750           115,101           65,649             

Capital Outlay

Equipment purchases 300,000           300,000           528,636           (228,636)          
Expansion project 50,000             50,000             148,740           (98,740)            

Total Capital Outlay 350,000           350,000           677,376           (327,376)          

Total Expenditures 530,750           530,750           792,477           (261,727)          

Revenues in Excess of Expenditures 620,088           620,088           1,474,256        854,168           

Other Financing Sources (Uses)

Repayment on bond issuance
Principal (160,000)          (160,000)          (160,000)          -                       
Interest (353,919)          (353,919)          (352,164)          1,755               

Inter entity operating transfer 155,641           155,641           5,000               (150,641)          

Revenues and Other Financing Source in
Excess of Expenditures 261,810$         261,810$         967,092           705,282$         

Fund Balance - Beginning of Year (2,351,384)       

Fund Balance - End of Year (1,384,292)$     

EAST MORGAN COUNTY HOSPITAL DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

For the Year Ended December 31, 2017

The accompanying notes and independent auditors'
report should be read with these financial statements.
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EAST MORGAN COUNTY HOSPITAL DISTRICT

RECONCILIATION OF THE STATEMENT OF REVENUES, 

EXPENDITURES, AND CHANGES IN FUND BALANCE OF GOVERNMENTAL 

FUNDS TO THE STATEMENT OF ACTIVITIES

For the Year Ended December 31, 2017

Amounts reported for Governmental Activities in the Statement of
Activities are different because:

Net Change in Fund Balance of Governmental Fund 967,092$       

Capital outlays to purchase or build capital assets are reported
in governmental funds as expenditures. However, for governmental
activities those costs are shown in the statement of net position
and allocated over their estimated useful lives as annual depreciation
expense in the statement of activities. This is the amount by which 
capital outlays exceeded depreciation expense in the period

Depreciation Expense (2,065,352)$   
Capital Outlays 677,376         (1,387,976)     

Revenues from interest are recorded when received for governmental funds
whereas they are recognized when identifiable for governmental activities 3,472             

In the statement of activities, certain operating expenses such as interest
are measured by the amounts incurred during the year.
In the governmental funds; however, expenditures for these items are measured
by the amount of financial resources used (essentially, the amounts actually
paid). This amount represents the net effect of interest payable on the 691                
statement of activities

Debt issuance costs associated with long-term notes payable are
recognized as expenditures and other financing uses in the governmental
funds at the time the debt is issued. However, these items are capitalized
in the statement of activities and amortized over the life of the debt. This 
is the amount of amortization on debt issuance costs. (7,679)            

In the statement of activities, only the gain on the sale of capital assets
is reported, whereas in the governmental funds there is a reporting of 
financial resources. As a result, the change in net position differs from
the change in fund balance by the net book value of the capital assets
sold. 2,145             

Change in Net Position of Governmental Activities (422,255)$      

The accompanying notes and independent auditors'
report should be read with these financial statements.
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EAST MORGAN COUNTY HOSPITAL DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2017 
 

 

NOTE 1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of East Morgan County Hospital District have been prepared in conformity with 
Generally Accepted Accounting Principles (GAAP) as applied to government units.  The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental 
accounting and financial reporting principles.  The following summary of significant accounting policies is 
presented to assist the reader in evaluating the District’s financial statements. 
 
A. Reporting Entity 
 
East Morgan County Hospital District is a political subdivision of the State of Colorado governed by a five 
member board of directors. As required by generally accepted accounting principles, these financial 
statements present the East Morgan County Hospital District (the primary government) and its component 
units. Component units are legally separate organizations for which the elected officials of the primary 
government are financially accountable, or other organizations for which the nature and significance of their 
relationship with the primary government are such that exclusion would cause the District’s financial 
statements to be misleading or incomplete.  Based upon the forgoing criteria, the East Morgan County 
Hospital Foundation has been included as a component unit in the accompanying financial statements. 
 

Discretely Presented Component Units 
 
The East Morgan County Hospital Foundation, a Colorado non-profit corporation, was established 
to support the East Morgan County Hospital District through solicitation, acquisition, and 
acceptance of contributions, gifts, donations, bequests or other assets. The Foundation is 
controlled by a nine member board of directors.  Five of these board members are also board 
members of the Hospital District. 
 
The Foundation’s financial activity is presented as a discretely presented component unit of the 
District.  It is reported in separate column in the government-wide financial statements to 
emphasize that it is legally separate from the District.  The governing body of the component unit 
is not appointed by the Board.  The AICPA Audit and Accounting Guide titled Not-for-Profit 
Organizations prescribes a financial statement presentation for non-profit entities which differs from 
that followed by the District.  The Foundation’s financial statements consist of a Statement of 
Financial Position, Statement of Activities, and a Statement of Cash Flows.  These financial 
statements have been modified for presentation in the District’s financial statements to follow a 
presentation similar to that of a governmental entity. 
 
Complete financial statements of the component unit may be obtained from: 
 
 East Morgan County Hospital Foundation, Inc. 
 242 Cambridge Street 
 Brush, CO  80723 

 
B. Nature of Operations 
 
The District provides medical/health care services for citizens in and around the community of Brush, 
Colorado. 
 
C. Basis of Presentation and Accounting 
 
Government-wide Financial Statements 
 
Government-wide Financial Statements consist of a Statement of Net Position and a Statement of Activities. 
These statements are presented on an “economic resources” measurement focus and the accrual basis of 
accounting.  Accordingly, all of the District’s assets and liabilities, including capital assets and long-term 
debt, are included in the accompanying Statement of Net Position.   

- 8 - 



EAST MORGAN COUNTY HOSPITAL DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2017 
NOTE 1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
C. Basis of Presentation and Accounting (Continued) 
 
Government-wide Financial Statements (Continued) 
 
The Statement of Activities presents changes in net position. Under the accrual basis of accounting, 
revenues are recognized in the period in which they are earned while expenses are recognized in the period 
in which the liability is incurred.  The Statement of Activities demonstrates the degree to which the direct 
expenses of a given function are offset by program revenues.  Direct Expenses are those that are clearly 
identifiable with a specific function.  The types of transactions reported as program revenues for the District 
are reported in three categories: 1) charges for services, 2) operating grants and contributions, and 3) 
capital grants and contributions.  Charges for services include revenues from customers or applicants who 
purchase, use, or directly benefit from goods, services, or privileges provided by a given function. Grant 
and contributions include revenue restricted to meeting the operational or capital requirements of a 
particular function.  Taxes and other items not properly included among program revenues are reported 
instead as general revenues. 
 
Governmental Fund Financial Statements 
 
Governmental Fund Financial Statements include a Balance Sheet and a Statement of Revenue, 
Expenditures, and Changes in Fund Balances for all major governmental funds and aggregated non-major 
funds. An accompanying schedule is presented to reconcile and explain the differences in net position as 
presented in these statements to the net position presented in the Government-wide Financial Statements.  
The District has a single governmental fund, the general fund, which is a major fund. 
 
D. Basis of Presentation and Accounting 
 
All governmental funds are accounted for on a spending or “current financial resources” measurement focus 
and the modified accrual basis of accounting. Accordingly, only current assets and current liabilities are 
included on the Balance Sheet.  The Statement of Revenues, Expenditures and Changes in Fund Balances 
present increases (revenues and other financing sources) and decreases (expenditures and other financing 
uses) in net current assets.  Under the modified accrual basis of accounting, revenues are recognized in 
the accounting period in which they become both measurable and available to finance expenditures of the 
current period.  Accordingly, revenues are recorded when received in cash, except that revenues subject 
to accrual (generally 60 days after year end) are recognized when due. 
 
Expenditures are generally recognized under the modified accrual basis of accounting when the related 
fund liability is incurred.  An exception to this general rule is principal and interest on general long-term debt 
which is recognized when due. 
 
When an expense is incurred for purposes for which there are both restricted and unrestricted net position 
available, it is the District’s policy to apply those expenses to restricted net position to the extent such are 
available and then to unrestricted net position. 
 
E. Budgets 
 
The District adopts an annual budget for the general fund which is prepared on the cash basis of accounting.  
The District may authorize supplemental appropriations during the budget year.  There were no 
supplemental appropriations during 2017. All budgetary appropriations lapse at year end. 
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EAST MORGAN COUNTY HOSPITAL DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2017 
NOTE 1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
E. Budgets (Continued) 

 
Colorado statutes provide the following timetable which is followed in the adoption of budgets: 
 

1.  Submission of the proposed budget to the local governing body by October 15th of each year. 
2. Certification of mill levies to the Board of County Commissioners by December 15th. 
3. Final adoption of budget and appropriations by December 31st of each year. 
4. Property taxes are due by April 30th of each year if paid in full, or in two installments due February 

28th and June 15th of each year. 
5. Liens are placed on property for which taxes are delinquent in November of each year. 

 
F. Deposits and Investments 
 
The District’s cash and cash equivalents are considered to be demand deposits and short-term investments 
with original maturities at three months or less from the date of acquisition.  
 
Investments are stated at fair value except for money market investments which are reported at cost.  Any 
differences between the market value and cost of investments, other than short-term money market 
investments are reflected in investment income.  
 
G. Receivables 
 
In the government-wide statements, receivables consist of all revenues earned at year-end and not yet 
received. 
 
The component unit’s unconditional promises to give represent short and long-term pledges adjusted for 
uncollectible promises and present value discounts. 
 
H. Encumbrances 
 
The District does not use encumbrance accounting. 
 
I. Capital Assets 
 
Capital Assets, which include land and machinery and equipment (furniture, vehicles, computers, etc.), are 
reported in the Governmental Activities column of the Government-Wide Financial Statements.  A revised 
capitalization policy was adopted by the District as of the beginning of 2010.  Assets with an initial, individual 
cost of more than $5,000 and a useful life of two or more years are capitalized.  Such assets are recorded 
at historical cost or estimated historical cost if purchased or constructed.  Donated or annexed capital assets 
are recorded at estimated market value at the date of donation or annexation 
 
The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend 
assets lives are not capitalized.  Major outlays for capital assets and improvements are capitalized as 
projects are constructed. 
 
Depreciation on capital assets is provided on the straight-line basis over the following estimated useful 
lives: 
 
  Buildings     40 Years 
  Buildings Additions and Improvements  7-20 Years 
  Equipment & Furniture    3-15 Years 
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EAST MORGAN COUNTY HOSPITAL DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2017 
NOTE 1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
J. Long-Term Debt and Costs 
 
Long–term debt is reported at face value, net of applicable discounts and deferred loss on refunding.  Costs 
related to the issuance of debt are deferred and amortized over the lives of the various debt issues.  Losses 
occurring from advance refunding of debts are deferred and amortized as interest expense over the 
remaining life of the old bonds, or the life of the new bonds, whichever is shorter. 
 
K.    Deferred Outflows and Inflows of Resources 
 
In addition to assets, the statement of financial position reports a separate section for deferred outflows of 
resources. This separate financial statement element, deferred outflows of resources, represents a 
consumption of net position that applies to future periods and so will not be recognized as an outflow of 
resources (expense/expenditures) until then. The District does not have any deferred outflows of recources 
to report. 
 
In addition to liabilities, the statement of financial position reports a separate section for deferred inflows of 
resources, represents an acquisition of net position that applies to future periods and so will not be 
recognized as an inflow of resources (revenue) until that time. The District has one item that qualifies for 
reporting in this category: property taxes levied in 2017 and due in 2018. 
 
L. Net Position 
 
Net position is comprised of the various net earnings from operating income, non operating revenues and 
expenses, and capital contributions.  Net position is classified in the following three components: 
 
Net Investment in Capital Assets – This component of net position consists of capital assets, net of 
accumulated depreciation and reduced by the outstanding balances of any bonds, mortgages, notes or 
other borrowings that are attributable to the acquisition, construction or improvement of those assets.  If 
there are significant unspent related debt proceeds at year-end, the portion of the debt attributable to the 
unspent proceeds is not included in the calculation of net investment in capital assets.  Rather, that portion 
of debt is included in the same net position component as the unspent proceeds. 
 
Restricted – This component of net position consists of constraints imposed by creditors (such as through 
debt covenants), grantors, contributors, or laws or regulations of other governments or constraints imposed 
by law through constitutional provisions or enabling legislation. 
 
Unrestricted Net position-This component of net position consists of the net amount of assets, deferred 
outflows of resources, liabilities, and deferred inflows of resources that do not meet the definition of 
restricted or “net investment in capital assets.” 
 
M. Use of Estimates 
 
The preparation of financial statements in accordance with generally accepted accounting principles 
requires management to make estimates that affect amounts reported in the financial statements during 
the reporting period.  Actual results could differ from such estimates. 
 
NOTE 2.  CASH AND INVESTMENTS 
 
A. Cash and Certificates of Deposit 
 
The District’s bank accounts and certificates of deposit at year-end were entirely covered by federal 
depository insurance or by collateral held by the District’s custodial banks under provisions of the Colorado 
Public Deposit Protection Act. 
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EAST MORGAN COUNTY HOSPITAL DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2017 
NOTE 2.  CASH AND INVESTMENTS (CONTINUED) 
 
The Colorado Public Deposit Protection Act requires financial institutions to pledge collateral having a 
market value of at least 102% of the aggregate public deposits not insured by federal depository insurance. 
Eligible collateral includes municipal bonds, U.S. government securities, mortgages and deeds of trust. 
 
State statutes authorize the District to invest in obligations of the U.S. Treasury and U.S. agencies, 
obligations of the state of Colorado or any county, school district, and certain towns and cities therein, notes 
or bonds secured by insured mortgages or trust deeds, obligations of national mortgage associations, and 
certain repurchase agreements. 

 
B. Investments 
 
Credit Risk: State law limits investments for local governments to U.S. Treasury issues, other federally 
backed notes and credits, and other agency offerings. Other investment instruments, including bank 
obligations, general obligation bonds, and commercial paper are limited to the top two ratings issued by 
nationally recognized statistical rating organizations.  The District has no investment policy that would 
further limit its investment choices.  As of December 31, 2017, the District’s investments were rated either 
Aaa or AAA as noted in the supplemental Combined Schedule of Cash and Investments. 
 
The primary government’s investments consist of obligations of United States agencies, certificates of 
deposit and a money market account. 
 
Custodial Credit Risk: The District’s and the component unit’s bank accounts and certificates of deposit at 
year end were entirely covered by federal depository insurance or collateral held by the District’s custodial 
banks under the provisions of the Colorado Public Deposit Protection Act (“CPDPA”).   
 
The CPDPA requires financial institutions to pledge collateral having a market value of at least 102% of the 
aggregate public deposits not insured by federal depository insurance.  Eligible collateral includes municipal 
bonds, U.S. government securities, mortgages, and deeds of trust. 
 
Maturities: The Investment bonds carried by the District on December 31, 2017 will have maturities as 
follows: 
 

Maturities within one year $         472,428 
Maturities within two years 513,126 
Maturities within three years 208,849 
Maturities within four years 0 
Maturities within five years 0 

 
The District and the component unit do not have policies regarding interest rate risk and credit risk for 
investments. State law limits investment maturities to five years or less. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

- 12 - 



EAST MORGAN COUNTY HOSPITAL DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2017 
NOTE 3.  CHANGES IN GENERAL FIXED ASSETS 
   

  Balance     Deletions    Balance   

  December 31,    and     December 31,  

  2016  Additions   Adjustments   2017 

Governmental Activities          

Non-depreciable assets:       

 Land  $ 1,099,373.  $              -  .      $              -  .     $   1,099,373 

Total Non-depreciable Assets 1,099,373.                  -  .                  -  .   

       
1,099,373  

         

Depreciable Assets:        

 

Buildings and 
improvements 12,128,640.   178,726                  -  .    12,307,366 

 Fixed equipment 15,811,384.   27,570        -  .  15,838,954 

 Major moveable equipment 9,450,149.   501,066             -    9,951,215 

 Construction in Progress 29,987.     (29,987)  - 

Total Depreciable Assets 37,420,160.   707,362   (29,987)  38,097,535 

Less: Accumulated depreciation  (14,418,533)  (2,223,207)        (16,641,740) 
         

Net Depreciable Assets 23,001,627   (1,515,845)   (29,987)  21,455,795.  

          

Total Governmental Activities $ 24,101,000  $  (1,515,845)  $ (29,987)   $ 22,555,168  
 

The amount of depreciation expense for public health in 2017 is $2,223,207. 

 
NOTE 4.  CONTRIBUTIONS – BEQUESTS/COMPONENT UNIT 
 
The District receives contributions from the East Morgan County Hospital Foundation. In-kind contributions 
represent goods or services purchased by the East Morgan County Hospital Foundation on behalf of the 
District. During 2017, the Foundation contributed $5,000 in cash to the District.  As of December 31, 2017, 
there were no contributions paid by the Foundation but not yet received by the District.   
 
NOTE 5.  NET POSITION APPROPRIATIONS AND RESERVES 
 
A. Capital Improvements 
 
The District has reserved $490,898 for capital purchases. This amount is a carryover of contributions from 
2017. These contributions are expected to be spent on 2018 capital purchases. 
 
B. Tax, Spending, Revenue and Debt Limitations 
 
On November 3, 1992, the voters of Colorado approved Amendment 1, commonly known as the TABOR 
Amendment, which adds a new Section 20 to Article X of the Colorado Constitution. TABOR contains tax, 
spending, revenue and debt limitations which apply to the State of Colorado, all local governments, and 
special districts. 
 
The District’s financial activity for the year ended December 31, 2002 will provide the basis for calculation 
of future limitations adjusted for allowable increases tied to inflation and local growth. Subsequent to 
December 31, 2002, revenue in excess of the District’s “spending limit” must be refunded unless voters 
approve the retainage of such excess revenue. TABOR generally requires voter approval for any new tax, 
tax increases and debt 
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EAST MORGAN COUNTY HOSPITAL DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2017 
NOTE 5.  NET POSITION APPROPRIATIONS AND RESERVES (CONTINUED) 
 
B. Tax, Spending, Revenue, and Debt Limitations (Continued) 
 
In May, 1998 the District’s electorate approved a resolution to permit the District to collect and receive, 
retain, and expend all revenue and other funds from any source, notwithstanding the limitations of Article 
X, Section 20 of the Colorado Constitution, provided however, that there is no increasing of tax rates or 
new taxes imposed. 
 
TABOR is extremely complex and subject to interpretation. Ultimate implementation may depend upon 
litigation and legislative guidance. 

 
The District has made the following fund balance reservation as a result of Article X, Section 20 (TABOR) 
to the Colorado Constitution: 
 
Emergency Reserve 
 
The Article requires an emergency reserve to be set aside for 2017 in the amount of 3% or more of its fiscal 
year spending. At December 31, 2017, the District has reserved $35,000 for 2018 emergencies. 
 
The District’s management believes the District is in full compliance with the provisions of TABOR. 
 
C. Temporarily Restricted 
 
The Foundation (Component Unit) has recorded unconditional promises to give as contribution revenue. 
The temporarily restricted balance represents contributions estimated to be available in periods greater 
than one year. This balance was $221,810 at December 31, 2017. 
 
D. Permanently Restricted 
 
During 1992, the Foundation (Component Unit) received a $35,000 contribution whereby the donor 
stipulated that the principle remain intact, with only the income used for operations of the Foundation. 
 
NOTE 6.  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 firemen, and natural disasters. The District purchases commercial 
insurance and Colorado Compensation Insurance for all risks of loss. Settled claims have not exceeded 
this insurance coverage in any of the past three fiscal years. 
 
NOTE 7.  OTHER MATTERS 
 
The District relies upon Banner Health, a non-profit health care system, for purchases of assets and 
coordination of major asset purchases. Banner Health uses the facilities and equipment provided by the 
District to provide health care services to the community. Banner Health is able to obtain better contracts 
and prices due to its volume buying as a large health care organization. 
 
NOTE 8.  CONTINGENT DONATIONS 
 
During 2008, the District received an asset from a regular vendor but no cash was disbursed.  As the District 
purchases amounts of other products from the vendor, it receives credits toward the “purchase” of this 
asset, and it is anticipated that the full value of the asset will be credited to the District in the near term, so 
the District included neither the purchase nor the asset on the District’s books.  When the full value is 
received as a credit, the District will book the asset and related donation income on the financials. 
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EAST MORGAN COUNTY HOSPITAL DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2017 
NOTE 9.  UNEARNED CONTIBUTION REVENUE 
 
In 2013, the District finalized a renewed lease contract with Banner Health for 15 years.  As a part of the 
lease agreement, Banner gave the District a $9.5 million contribution to use in connection with the campus 
expansion project of East Morgan County Hospital.  The lease agreement states that if the District or Banner 
break the lease prior to the end of the 15 years, the District will have to repay a prorated portion of the 
contribution.  As such, the entire amount was recorded as unearned revenue and is being amortized over 
the life of the 15-year contract.  For 2017, contribution revenue of $633,333 was recognized, and as of 
December 31, 2017, deferred revenues of $6,175,000 are shown on the statement of net position. 
 
NOTE 10.  GENERAL OBLIGATION BOND ISSUANCE 
 
The noncurrent liabilities reported in the government-wide statement of net position includes $6,745,000 of 
general obligation demand bonds issued in August of 2014 maturing serially through December 1, 2038, 
backed by the full faith, credit, and taxing power of the District, net of related bond issuance premiums or 
discounts.  The bonds were issued pursuant to a resolution adopted by the Board on January 14, 2016 for 
the purpose of financing the construction of an expansion to the East Morgan County Hospital, funding a 
debt service reserve fund, and paying the costs of issuance of the Certificates.  The Certificates are payable 
solely from (a) annually appropriated Base Rentals and any Purchase Option Price paid by the District 
under the Lease Purchase Agreement; (b) moneys held in the Reserve Fund created under the agreement; 
and (c) following an Event of Non-appropriation or Event of Default under the Lease Purchase Agreement, 
any moneys received from the lease of the property or the exercise of other remedies under the Lease 
Purchase Agreement. 
 
All financial obligations of the District under the Lease Purchase Agreement, including the District's 
obligation to pay Base Rentals, are subject to annual appropriation by the Board of the District. No provision 
of the Certificates, the Indenture, the Lease Purchase Agreement or the Site Lease should be construed or 
interpreted to directly or indirectly obligate the District to make any payment in any Fiscal Year in excess of 
amounts appropriated for such Fiscal Year; or as creating a debt or multiple Fiscal Year direct or indirect 
debt or other financial obligation whatsoever of the District within the meaning of Article XI, Section 6 or 
Article X, Section 20 of the Colorado Constitution or any other constitutional or statutory limitation or 
provision.  These bonds are considered obligations of the general government and will be repaid with 
general government revenue sources. 
 
The Certificates are subject to redemption prior to maturity at the option of the District, in whole, on 
December 1, 2019 and on any date thereafter, at a redemption price equal to the principal amount thereof 
(with no redemption premium), plus accrued interest to the redemption date. 
 
In association with the issuance, debt issuance costs of $191,963 were incurred and have been amortized 
over the life of the bonds (25 years) using the straight-line method.  The amount of amortization costs for 
public health in 2017 is $7,679.  As of December 31, 2017, unamortized debt issuance costs of $165,728 
are shown on the statement of net position. 
  
The debt service requirements to maturity for general obligation bonds are as follows: 
 

Date  

 
Principal  Interest  

Total Principal 
& Interest 

12/31/18  
 165,000   346,478   511,478  

12/31/19  
  175,000    338,806   513,806  

12/31/20  
  180,000   330,668    510,668  

12/31/21  
  190,000    322,298    512,298  

12/31/22  
 200,000    313,464    513,464  

2023-2027  
  1,190,000    1,417,404    2,607,404  

2028-2032  
  1,635,000    1,074,226    2,709,226  

2033-2037  
  2,185,000    551,075    2,736,075  

2038  
  515,000    30,256    545,256  

- 15 - 



EAST MORGAN COUNTY HOSPITAL DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2017 
NOTE 11.  LONG TERM LIABILITIES 
 
Changes in long term liabilities are as follows: 
 

 Balance  Addition  Reduction  Balance 

 12/31/16      12/31/17 

 Unearned Contribution Revenue 6,808,333.   -  

               
(633,333)    6,175,000 

 General Obligation Bonds 6,595,000.   -       (160.000)  6,435,000 

 Unamortized Debt Issuance Costs (173,406).   -    7,679   (165,727) 

Total Long Term Liabilities 13,229,927.   -   (785,654)  12,444,273 

 
 
NOTE 12.  SUBSEQUENT EVENTS 
 
The  District  has  evaluated  subsequent  events  through  the  date  of  the  report,  which  is  the  date  
the financial  statements  were  available  to  be  issued. No events were noted that would require adjustment 
to or disclosure in the financial statements. 
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EAST MORGAN COUNTY HOSPITAL DISTRICT

COMBINED SCHEDULE OF CASH AND INVESTMENTS

As of December 31, 2017

Investment Interest Maturity Fair
Rating Rate Date Value

CASH AND DEPOSITS

Money Market and Checking
Farmers State Bank N/A 0.02% N/A 813,893$       

RBC Capital Markets Money Market N/A 0.01% N/A 117,296         
UMB Sinking Fund N/A N/A N/A 550,025         
Cash on Deposit with Morgan

County Treasurer N/A N/A N/A 8,171             
1,489,385      

Certificates of Deposit

Farmers State Bank N/A 0.30% 2/15/2018 204,448         
Farmers State Bank N/A 0.45% 2/15/2018 207,775         

Farmers State Bank N/A 0.35% 11/15/2018 207,124         
Farmers State Bank N/A 0.20% 2/15/2018 205,992         
Farmers State Bank N/A 0.30% 1/22/2018 301,129         

Farmers State Bank N/A 0.45% 7/22/2018 301,695         
Farmers State Bank N/A 0.45% 3/15/2018 304,884         

Farmers State Bank N/A 0.30% 9/15/2018 401,055         
2,134,102      

Total Primary Government 3,623,487      

East Morgan County Hospital Foundation - Component Unit
Farmers State Bank N/A 0.02% N/A 79,576           

Farmers State Bank N/A 0.10% N/A 22,055           

RBC Capital Markets LLC N/A N/A N/A 11,251           

Farmers State Bank N/A 0.45% 3/5/2018 104,909         
Farmers State Bank N/A 0.30% 10/18/2018 51,516           

Farmers State Bank N/A 0.45% 1/16/2019 35,000           
Farmers State Bank N/A 0.50% 8/1/2018 47,413           

Farmers State Bank N/A 0.30% 8/2/2018 50,226           

Farmers State Bank N/A 0.30% 6/6/2018 50,150           
452,096         

Outstanding Checks and Deposits (Net) -                     

Total Component Unit 452,096         
Total Reporting Entity Cash and Deposits 4,075,583$    

INVESTMENTS

Federal National Mortgage Association AA+/AAA 0.88% 5/21/2018 174,542$       

Financing Corp Coupon Fico Strips None 0.00% 12/6/2018 105,162         

BMW Bank of North America None 1.60% 1/22/2019 99,837           

American Express Centrn None 2.05% 12/23/2019 79,727           
Wells Fargo Bank NA None 1.55% 11/26/2018 134,724         

Capital One Bank USA NA None 1.65% 5/17/2019 248,956         

Discover None 1.95% 10/19/2020 208,849         

Ally Bank None 1.95% 10/21/2019 84,606           

Safra National Bank None 1.50% 10/18/2018 58,000           
Total Primary Government 1,194,403      

East Morgan County Hospital Foundation - Component Unit

Mutual Funds
Capital World Bond Fund None Variable N/A 25,626           
Columbia Mid Cap Value Fund None Variable N/A 40,343           

Credit Suisse Commodity Return Strategy Fund None Variable N/A 16,585           
Dodge & Cox Income Fund None Variable N/A 38,635           

Dodge & Cox International Stock Fund None Variable N/A 28,027           
Eaton Vance Income Fund of Boston None Variable N/A 35,484           
Franklin High Income Fund None Variable N/A 21,363           

Hartford Dividend & Growth Fund None Variable N/A 42,047           
JPMorgan Short Duration Bond Fund Select None Variable N/A 59,248           

Loomis Sayles Investment Grade None Variable N/A 30,621           
Metropolitan West Funds Total Return Bond Fd None Variable N/A 49,573           
MFS Growth Fund None Variable N/A 44,985           

MFS International Value Fund None Variable N/A 41,860           
MFS Value Fund None Variable N/A 42,823           

T Rowe Price Dividend Growth Fund None Variable N/A 41,248           
T Rowe Price Diversified Small Cap Growth Fund None Variable N/A 40,476           
T Rowe Price New Income Fund None Variable N/A 40,307           

Templeton Global Bond Fund None Variable N/A 35,288           
Thornburg International Value Fund None Variable N/A 22,308           

Voya Global Real Estate Fund None Variable N/A 20,015           
Total Reporting Entity Investments 716,862         

1,911,265$    

The accompanying notes and independent auditors' report should
be read with these financial statements.
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