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Independent Auditors’ Report 

Board of Trustees and the Management of 
South Central Colfax County Hospital District 
 and 
Mr. Hector H. Balderas, New Mexico State Auditor 
 

We have audited the accompanying financial statements of the business-type activities and the 
aggregate remaining fund information of South Central Colfax County Hospital District (the 
“District”), as of and for the year ended June 30, 2008, which collectively comprise the District’s 
basic financial statements, as listed in the table of contents. We have also audited the budget 
comparison schedule presented as supplementary information for the year ended June 30, 2008. 
These financial statements and budget comparison schedule are the responsibility of the 
District’s management. Our responsibility is to express opinions on these financial statements 
and budget comparison schedule based on our audit. The 2007 financial statements and schedule 
were audited by other auditors whose report dated November 28, 2007, expressed unqualified 
opinions on those statements and schedule. 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States. 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 includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. We believe that 
our audit provides a reasonable basis for our opinions. 

In our opinion, the 2008 financial statements referred to above present fairly, in all material 
respects, the respective financial position of the business-type activities and the aggregate 
remaining fund information of the District as of June 30, 2008, and where applicable, the 
respective changes in financial position and cash flows thereof for the year then ended in 
conformity with accounting principles generally accepted in the United States of America. In 
addition, in our opinion, the 2008 supplementary schedule referred to above presents fairly, in all 
material respects, the budget comparison of the District for the year ended June 30, 2008, in 
conformity with accounting principles generally accepted in the United States of America. 
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In accordance with Government Auditing Standards, we have also issued our report dated 
October 3, 2008, on our consideration of the District’s internal control over financial reporting 
and on our tests of its compliance with certain provisions of laws, regulations, contracts, grant 
agreements, and other matters. The purpose of that report is to describe the scope of our testing 
of internal control over financial reporting and compliance and the results of that testing, and not 
to provide an opinion on the internal control over financial reporting or on compliance. That 
report is an integral part of an audit performed in accordance with Government Auditing 
Standards and should be considered in assessing the results of our audit. 

The accompanying management’s discussion and analysis is not a required part of the financial 
statements, but is supplementary information required by accounting principles generally 
accepted in the United States of America. We have applied certain limited procedures, which 
consisted principally of inquiries of management regarding the methods of measurement and 
presentation of the required supplementary information. However, we did not audit the 
information and express no opinion on it. 

Our audit was conducted for the purpose of forming opinions on the basic financial statements 
and budget comparison of the District. The accompanying schedule of changes in fiduciary 
assets and liabilities and schedule of individual deposit accounts and pledged collateral as listed 
in the table of contents are presented for purposes of additional analysis and are not a required 
part of the basic financial statements. Such information has been subjected to the auditing 
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly 
stated in all material respects in relation to the basic financial statements taken as a whole. 

  

October 3, 2008 



 

 

Required Supplementary Information 
Management’s Discussion and Analysis 
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South Central Colfax County Hospital District 
Management’s Discussion and Analysis 

For the Year Ended June 30, 2008 

 

This section of the financial report presents management’s discussion and analysis of South 
Central Colfax County Hospital District’s (the “District”) financial performance during the fiscal 
year that ended June 30, 2008. Please read it in conjunction with the District’s basic financial 
statements, which follow this section. 

One of the most important questions asked about the District’s finances is, “Is the District as a 
whole better off or worse off as a result of the year’s activities?” The statements of net assets and 
the statements of revenues, expenses, and changes in net assets report information about the 
District and its business-type activities in a way that helps answer the question. These statements 
include all assets and liabilities using the accrual basis of accounting, which is similar to the 
accounting used by most private-sector companies. All of the current year’s revenues and 
expenses are taken into account regardless of when cash is received or paid. 

The District’s net assets represent the difference between its assets and liabilities and are one 
way to measure the District’s financial health, or financial position. Over time, increases or 
decreases in the District’s net assets are one indicator of whether its financial health is improving 
or deteriorating. Other nonfinancial factors need to be considered, however, such as changes in 
the Medicaid rates charged for patient services, census days, building repairs, insurance, and 
equipment replacement/repair. 

The District also presents a fiduciary fund to report the assets and liabilities associated with 
funds held by the District in a custodial capacity on behalf of patients. Assets equal liabilities for 
this fund, which is the proper accounting for agency-type fiduciary funds. 

TABLE 1 
CONDENSED STATEMENTS OF NET ASSETS 

2008 2007 2006

Current assets 493,201$       602,356$       873,440$       
Noncurrent assets 1,223,879    1,111,987      949,121         

Total assets 1,717,080$   1,714,343$    1,822,561$    

Current liabilities 599,830$      392,042$       431,405$       

Net assets
Invested in capital assets 1,223,879      1,111,987      949,121         
Unrestricted and undesignated (106,629)      210,314         442,035         

Total net assets 1,117,250    1,322,301      1,391,156      
Total liabilities and net assets 1,717,080$   1,714,343$    1,822,561$    
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South Central Colfax County Hospital District 
Management’s Discussion and Analysis 

For the Year Ended June 30, 2008 

 

The District’s total assets increased by approximately $3,000 in 2008 compared to 2007. This 
increase in total assets is due primarily to the following: 

• Cash and cash equivalents increased by approximately $5,000 due to a combination of more 
patient service revenue, less cash paid to suppliers, less capital assets purchased, offset by an 
increase in cash paid to employees and a decrease in grants income. 

• Grants receivable increased by approximately $24,000 due to the timing of the payment 
received from the Department of Finance and Administration. 

• Capital assets increased by approximately $112,000 primarily due to expenditures relating to 
the water/sewer connections for the new primary care clinic. 

The above changes were offset as follows: 

• Ad valorem taxes receivable decreased by approximately $152,000 due to timing of mill 
levy receipts from the County Treasurer’s office. 

The District’s total assets decreased approximately $108,000 in 2007 compared to 2006. This 
decrease in total assets is due primarily to the following: 

• Ad valorem taxes receivable decreased by approximately $279,000 due to the timing of mill 
levy receipts from the County Treasurer’s office. 

• Cash and cash equivalents decreased by approximately $4,000 due to a combination of more 
cash used in operating activities (employees and suppliers), offset by additional ad valorem 
income and few expenditures incurred on the primary care clinic. 

The above changes were partially offset as follows: 

• Net capital assets increased approximately $163,000 primarily due to construction activity 
on a new primary care clinic in the Angel Fire area. 

• Net patient accounts receivable increased approximately $16,000 due to decreases in 
allowances for uncollectible accounts in 2007. 

The District’s total liabilities increased approximately $208,000 in 2008 compared to 2007, 
primarily due to the timing of payments to the management company. 

The District’s total liabilities decreased approximately $39,000 in 2007 compared to 2006, due 
primarily to the timing of payments to the management company. 
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South Central Colfax County Hospital District 
Management’s Discussion and Analysis 

For the Year Ended June 30, 2008 

 
TABLE 2 

CONDENSED STATEMENTS OF CHANGES IN NET ASSETS 

2008 2007 2006

Total operating revenues 1,750,084$    1,495,124$    1,718,514$    
Total operating expenses 3,466,831    3,080,886      2,850,139      

Operating loss (1,716,747)     (1,585,762)     (1,131,625)     
Nonoperating revenues 1,511,696    1,516,907      1,626,704      

Change in net assets (205,051)        (68,855)          495,079         
Beginning net assets 1,322,301    1,391,156      896,077         

Total net assets, year-end 1,117,250$   1,322,301$    1,391,156$    
 

 

Operating revenues increased by approximately $255,000 in 2008 compared to 2007 primarily 
due to an increase in census at the long-term care facility and an increase in rates. 

Other revenues decreased by approximately $5,000 in 2008 compared to 2007 primarily due to a 
$119,000 decrease in funding from the State of New Mexico Department of Finance and 
Administration. This grant was provided for the specific purpose of constructing the new primary 
care clinic, and grant income decreased because there were fewer reimbursable expenditures 
incurred by the District in 2008. This was partially offset by an increase in mill levy revenues of 
approximately $114,000, which was the result of taxes levied on oil and gas drilling. 

Operating expenses increased by approximately $386,000 in 2008 compared to 2007 as a result 
of the following: 

• Salaries, wages and employee benefits increased by approximately $85,000 due to an 
increase in medical insurance costs and staffing shortages, which required overtime, 
specialty pay and PRN staffing. 

• Purchased services and other expense increased by approximately $244,000 primarily due to 
the use of agency nurses in 2008. 

• Supplies increased by approximately $55,000 primarily due to an increase in raw food 
expenses as a result of an increase in shipping and market costs, and an increase in medical 
supplies. 

Operating revenues decreased approximately $223,000 in 2007 compared to 2006 as a result of a 
decrease in census at the long-term care facility. 
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South Central Colfax County Hospital District 
Management’s Discussion and Analysis 

For the Year Ended June 30, 2008 

 

Other revenues decreased approximately $110,000 in 2007 compared to 2006 as a result of a 
$149,000 decrease in funding from the State of New Mexico Department of Finance and 
Administration. This grant was provided for the specific purpose of constructing the new primary 
care clinic, and grant income decreased because there were fewer reimbursable expenditures 
incurred by the District in 2007. This was partially offset by an increase in mill levy revenues of 
approximately $39,000, which was the result of taxes levied on oil and gas drilling. 

Operating expenses increased by approximately $231,000 in 2007 compared to 2006 as a result 
of the following: 

• Salaries, wages and employee benefits increased approximately $123,000 due to an increase 
in workers’ compensation costs, medical insurance costs and staffing shortages, which 
required overtime, specialty pay and PRN staffing. 

• Insurance expense increased approximately $7,000 due to an increase in the excess liability 
premiums paid in 2007. 

• Purchased services and other expense increased approximately $54,000 due primarily to 
increases in lab expenses. 

• Supplies increased approximately $47,000 due to increases in facilities and medical supplies 
expenses. 

As the District completed the year, total net assets decreased by approximately $205,000 from 
$1,322,000 at 2007 to $1,117,000 at 2008. 

Highlights of Performance vs. Fiscal Year 2008 Budget 
The budget was modified because the need for agency nursing was not anticipated at the time the 
budget was made. The modification included a $60,000 increase to the mill levy revenue and an 
increase to purchased services for $60,000. 

• Total net patient service revenue was under budget by approximately $23,000 due to lower 
patient census than anticipated. 

• Salaries, wages and benefits was under budget by approximately $89,000 due to staffing 
shortages. 

• Purchased services and other expenses were over budget by approximately $248,000 due to 
the unanticipated use of agency nurses in 2008. 

• Supply costs were over budget by approximately $73,000 primarily due to higher than 
expected medical and food supplies expense. 

• Ad valorem taxes (mill levy) income was over budget by approximately $24,000 due to the 
higher than anticipated oil and gas revenues in Colfax County. 
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South Central Colfax County Hospital District 
Management’s Discussion and Analysis 

For the Year Ended June 30, 2008 

 

Capital Assets 
At the end of fiscal year 2008, the District had approximately $1,224,000, net of accumulated 
depreciation, invested in a range of capital assets, including land and buildings, land and building 
improvements, construction in progress, and furniture and equipment. The amount represents a 
net increase of approximately $112,000 from the prior year. The increase was due to an increase 
of approximately $145,000 to the Construction in Progress account, mainly relating to the work 
being done on the new clinic. For fiscal year 2007, the increase of $163,000 from 2006 was due 
to the continued construction of the new primary care clinic in the Angel Fire area. 

Economic Factors and 2009’s Budget and Rates 
Key factors affecting 2009’s revenues and expenses are as follows: 

• Based on licensed bed capacity and prior trends, census is projected at an average of 30 
residents, compared to a total licensed capacity of 32 beds and a 2008 actual average census 
of approximately 29 residents. 

• Based on confirmed grants through the Rural Primary Health Care Act (RPHCA), the 
District expects to continue to receive total grant revenue of approximately $82,700 for the 
two clinics. 

• The lab budget is based on this year’s actual revenue and expense as next year’s operations 
are expected to be similar to current year levels. 

• Both clinics, Moreno Valley and Cimarron, are projected to remain consistent with very 
little growth. 

• The new clinic, scheduled to be completed in October of 2008, is not expected to 
significantly impact total operating revenues or expenses, other than an increase in 
depreciation expense over the 2008 level. 

• All personnel are budgeted to receive a 3% raise effective in September, 2008. 

• Insurance costs are projected to remain consistent with 2008 rates. 

• Management expects an increase in total net assets from 2008 to 2009, slightly above break-
even. 

Contacting the District’s Financial Management 
This financial report is designed to provide the District’s Board of Directors, customers, and the 
citizens of Colfax County with a general overview of the District’s finances and to show the 
District’s financial accountability. If you have any questions about this report or need additional 
financial information, contact: 

South Central Colfax County Hospital District 
P.O. Box 458 
Springer, New Mexico 87747 
(575) 483-2443 



 

 

Basic Financial Statements 
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South Central Colfax County Hospital District 
Statements of Net Assets 

June 30, 
 
 

2008 2007

Assets

Current assets
Cash and cash equivalents 20,492$         15,164$         
Patient accounts receivable, net of estimated 
   uncollectible accounts of $51,000 in 2008 and 
   $35,000 in 2007 137,322         131,332         
Ad valorem taxes receivable 233,103         385,210         
Grants receivable 35,083           10,600           
Supplies inventory and other current assets 67,201         60,050           

Total current assets 493,201         602,356         

Capital assets, net 1,223,879    1,111,987      

Total assets 1,717,080$   1,714,343$    

Liabilities and Net Assets

Current liabilities
Accounts payable 96,873$         79,584$         
Due to management company 345,331         109,689         
Accrued expenses 23,801           78,508           
Compensated absences 133,825         124,261         

Total current liabilities 599,830       392,042         

Net assets
Invested in capital assets 1,223,879      1,111,987      
Unrestricted (106,629)      210,314         

Total net assets 1,117,250    1,322,301      

Total liabilities and net assets 1,717,080$   1,714,343$    

 



 

 The accompanying notes are an integral part of these financial statements. 
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South Central Colfax County Hospital District 
Statements of Revenues, Expenses and Changes in Net Assets 

For the Years Ended June 30, 
 
 

2008 2007

Operating Revenues
Net patient service revenue 1,750,084$   1,495,124$    

Operating Expenses
Salaries, wages and employee benefits 2,098,257      2,013,570      
Purchased services and other 837,851         593,624         
Supplies 376,087         320,701         
Insurance 69,831           72,287           
Depreciation 84,805         80,704           

Total operating expenses 3,466,831    3,080,886      

Operating loss (1,716,747)   (1,585,762)     

Nonoperating Revenues
Ad valorem taxes 1,432,078      1,318,432      
Grants and other 79,618         198,475         

Total nonoperating revenues 1,511,696    1,516,907      

Change in net assets (205,051)        (68,855)          
Net assets, beginning of year 1,322,301    1,391,156      

Net assets, end of year 1,117,250$   1,322,301$    

 



 

 The accompanying notes are an integral part of these financial statements. 
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South Central Colfax County Hospital District 
Statements of Cash Flows 

For the Years Ended June 30, 
 
 

2008 2007

Cash flows from operating activities

Cash received from patients and third-party payors 1,744,094$      1,479,395$      
Cash paid to employees (2,283,607)       (2,028,789)       
Cash paid to suppliers (897,782)        (1,002,436)       

Net cash used by operating activities (1,437,295)     (1,551,830)       

Cash flows from noncapital financing activities

Ad valorem taxes 1,584,185        1,597,640        
Grants and other 55,135           193,375           

Net cash provided by noncapital financing activities 1,639,320      1,791,015        

Cash flows from capital and related financing activities
Capital asset purchases (196,697)        (243,570)         

Net increase (decrease) in cash and cash equivalents 5,328               (4,385)              

Cash and cash equivalents, beginning of year 15,164           19,549             

Cash and cash equivalents, end of year 20,492$          15,164$           

Reconciliation of operating loss to net
cash used by operating activities

Operating loss (1,716,747)$     (1,585,762)$     

Adjustments to reconcile operating loss to net
cash used by operating activities

Depreciation 84,805             80,704             
Changes in assets and liabilities

Patient accounts receivable (5,990)              (15,729)            
Supplies inventory and other current assets (7,151)              8,320               
Accounts payable 17,289             42,660             
Due to management company 235,642           (66,804)            
Accrued expenses (54,707)            (15,795)            
Compensated absences 9,564              576                  

Net cash used by operating activities (1,437,295)$    (1,551,830)$     

 



 

 The accompanying notes are an integral part of these financial statements. 
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South Central Colfax County Hospital District 
Statements of Fiduciary Assets and Liabilities – Agency Fund 

For the Years Ended June 30, 
 
 

2008 2007

Assets

Current assets
Cash 14,957$        5,923$           

Liabilities

Current liabilities
Funds held for patients 14,957$        5,923$           
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South Central Colfax County Hospital District 
Notes to Basic Financial Statements 

June 30, 2008 and 2007 

1) Organization and Operations 

South Central Colfax County Hospital District (the “District”) operates a long-term care 
facility in Springer, New Mexico and primary care clinics in Angel Fire and Cimarron, 
New Mexico. The District was created under Sections 4-48A-1 to 4-48A-30, NMSA 
1978 Compilation, known as “The Special Hospital District Act.” The District’s 
operations are funded by revenues from healthcare operations and a mill levy tax 
assessed by Colfax County, New Mexico (the “County”). The District has no assets or 
liabilities other than those related to its long-term care facility and primary care clinics. 
The District has no component units. 

The District has a management and contract services agreement through which 
Presbyterian Healthcare Services (PHS) provides certain management services to the 
District. The contract is effective through October 31, 2009. PHS provides the following 
centralized services: procurement, human resource management, pharmacy, data 
processing, and legal counsel. Amounts due to PHS for these services and for expenses 
incurred on behalf of the District are reflected as due to management company in the 
accompanying statement of net assets. Management fees approximated $86,000 in 2008 
and $79,000 in 2007, and are included in purchased services and other in the 
accompanying statements of revenues, expenses and changes in net assets. Included in 
the due to management company of $345,331 and $109,689 at June 30, 2008 and 2007, 
respectively, are management fees as well as other reimbursements to the management 
company for payroll, supplies, and other expenses paid on behalf of the District by the 
management company. 

On October 1, 2007, PHS notified the District that it would renew and continue the 
management services for a contract period of two years. During the current contract 
period, it is PHS’ intent to work with the District to select an alternative provider with a 
core competency in long-term care to accept the responsibility to operate the District’s 
health services. PHS will work with the District to transfer operational responsibility 
when a new provider is selected. 

2) Summary of Significant Accounting Policies 

Basis of Accounting 
The basic financial statements of the District conform with accounting principles 
generally accepted in the United States of America (GAAP) applicable to government 
units. The Governmental Accounting Standards Board (GASB) is the standard-setting 
body for governmental accounting and financial reporting. GASB statements and 
interpretations constitute GAAP for governments. The following is a summary of 
significant policies. 
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South Central Colfax County Hospital District 
Notes to Basic Financial Statements 

June 30, 2008 and 2007 

2) Summary of Significant Accounting Policies — continued 

Basis of Accounting — continued 
Included in the District’s basic financial statements are a proprietary fund and a fiduciary 
fund. Proprietary funds are accounted for on the flow of economic measurement focus 
and the accrual basis of accounting. Under this method, revenues are recorded when 
earned and expenses are recorded at the time the liabilities are incurred. With this 
measurement focus, all assets and all liabilities associated with the operation of the 
District are included on the statement of net assets. The District applies Financial 
Accounting Standards Board (FASB) Statements and Interpretations issued on or before 
November 30, 1989, Accounting Principles Board Opinions, and Accounting Research 
Bulletins, unless those pronouncements conflict with GASB pronouncements. The 
District also has elected to apply FASB Statements and Interpretations issued after 
November 30, 1989, unless those pronouncements conflict with GASB pronouncements. 

Proprietary funds distinguish operating revenues and expenses from nonoperating items. 
Operating revenues, such as charges for services, result from exchange transactions 
associated with the principal activity of the District. Exchange transactions are those in 
which each party receives and gives up essentially equal values. Nonoperating revenues, 
such as ad valorem taxes, grants and investment earnings, result from nonexchange 
transactions or ancillary activities. 

The fiduciary fund is accounted for on the flow of economic resources measurement 
focus and the accrual basis of accounting. 

Fiduciary Fund 
The District’s fiduciary fund reports cash held in a custodial capacity and on a temporary 
basis on behalf of patients. To the extent requested by a patient or his/her representative, 
the District is required to hold funds in a custodial capacity until such time that patients 
or their representatives provide instructions for payment and all funds are disbursed. 

Use of Estimates 
Financial statement preparation in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of 
contingent assets and liabilities at the date of the basic financial statements. Estimates 
also affect the reported amounts of revenues and expenses during the reporting period. 
Actual results could differ from those estimates. 

Cash and Cash Equivalents 
Cash and cash equivalents include investments in highly-liquid debt instruments with an 
original maturity of three months or less. 
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South Central Colfax County Hospital District 
Notes to Basic Financial Statements 

June 30, 2008 and 2007 

2) Summary of Significant Accounting Policies — continued 

Accounts Receivable Allowances 
Accounts receivable consist primarily of amounts due from Medicaid, commercial 
insurance companies, and individual patients. Estimated provisions for doubtful accounts 
are recorded to the extent it is probable a portion of a particular account will not be 
collected. In evaluating the collectibility of accounts receivable, the District considers a 
number of factors, including the age of the accounts, changes in collection patterns, the 
composition of patient accounts by payor type, the status of any ongoing disputes with 
third-party payors, and general industry conditions. 

Supplies Inventory 
Supplies inventory consists of medical, pharmaceutical, and dietary supplies and is stated 
at the lower of cost (using the first-in, first-out method) or market value. 

Capital Assets 
Capital assets are recorded at cost. Chattels and equipment costing over $5,000 are 
capitalized in accordance with Section 12-6-10 NMSA 1978, in addition to capital 
outlays for items that significantly extend the useful life of an asset. Costs incurred for 
repair and maintenance are expensed as incurred. 

Depreciation is provided over the estimated useful life of each class of depreciable asset 
and is computed using the straight-line method. The estimated useful lives used to 
depreciate assets, by asset class, are as follows: 

 Land improvements 10-20 years 
 Building and improvements 10-40 years 
 Equipment 5-10 years 

Construction in Progress 
Construction in progress is recorded at cost, is not depreciated, and includes the 
accumulated costs of clinic construction until such point that the clinic is determined to 
be substantially ready for its intended use, at which point the accumulated costs will be 
transferred to buildings and depreciated. 

Compensated Absences 
The District accrues paid time off (PTO) of 25 to 35 days per year, based on years of 
service and job classification, for substantially all employees. Each year PTO in excess of 
40 hours for part-time employees and 80 hours for full-time employees is paid to the 
employees. Accrued PTO is payable to terminated employees at 100% of their accrued 
balance. Employees who resign without giving proper notice, however, are paid at 75% 
of their accrued balance. 
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South Central Colfax County Hospital District 
Notes to Basic Financial Statements 

June 30, 2008 and 2007 

2) Summary of Significant Accounting Policies — continued 

Net Patient Service Revenue 
The District has agreements with third-party payors that provide for payments to the 
District at amounts different from its established rates. Net patient service revenue is 
reported at the estimated net realizable amounts from patients, third-party payors, and 
others for services rendered, including estimated retroactive adjustments under 
reimbursement agreements with third-party payors. Retroactive adjustments are accrued 
on an estimated basis in the period the related services are rendered and adjusted in future 
periods as final settlements are determined. 

Ad Valorem Taxes 
Ad valorem taxes are collected by Colfax County on behalf of the District. Ad valorem 
taxes are considered imposed nonexchange under Government Accounting Standards 
Board Statement No. 33 and therefore are recorded by the District in the period for which 
the taxes are levied, based on amounts reported by Colfax County to the District. 

Grant Income 
Grant income consists of amounts received from the State of New Mexico. Such receipts 
are considered voluntary nonexchange transactions in accordance with Statement No. 33. 
Statement No. 33 requires that grants with eligibility requirements are not recognized 
until such time that all eligibility requirements have been met. The grant for the 
construction of the new primary care clinic is a reimbursement-based grant and, 
accordingly, such grant revenue is not recognized until the District has incurred an 
allowable expenditure under the terms of the grant agreement. 

Charity Care 
The District provides care to patients who lack financial resources and are deemed to be 
medically indigent based on criteria established under the District’s charity care policy. 
Since the District does not expect or pursue payment, estimated charges for charity care 
are excluded from net patient service revenue. Total foregone charges for charity care 
were immaterial in 2008 or 2007. 

Additionally, the District accepts all patients who are covered by governmental indigent 
programs. Such indigent programs typically remit amounts substantially less than 
established rates. 

Accrued Expenses 
Accrued expenses consist of wages and benefits payable to employees and fees for 
accounting and audit services payable as of June 30, 2008 and 2007. 
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South Central Colfax County Hospital District 
Notes to Basic Financial Statements 

June 30, 2008 and 2007 

2) Summary of Significant Accounting Policies — continued 

Budgets and Budgetary Accounting 
Prior to the beginning of the fiscal year, an accrual basis budget is prepared. Upon Board 
of Trustees (the “Board”) approval, the budget is sent to the State of New Mexico 
Department of Finance and Administration (DFA) for tentative approval. Final approval 
is granted after the beginning of the fiscal year when the prior-year fund balances are 
known. 

Expenditures cannot legally exceed the total budget. Any budget amendments are 
approved by the Board and sent to DFA for their approval. The Board is authorized to 
transfer budgeted amounts between departments within a fund; however, any revisions 
that alter the total expenditures must be communicated to DFA. For the year ended 
June 30, 2007, total operating expenses were within budget. For the year ended June 30, 
2008, total operating expenses exceeded budget by $210,658. 

Reclassifications 
Certain reclassifications have been made to the 2007 comparative financial information 
to conform to the 2008 financial statement presentation. Such reclassifications had no 
effect on the 2007 change in net assets. 

3) Custodial Credit Risk—Deposits 

Custodial credit risk is the risk that in the event of a bank failure, the District’s deposits 
may not be returned to it. In accordance with Section 6-10-17, NMSA, 1978 
Compilation, the District is required to obtain collateral in an amount equal to one-half of 
the deposited public money in excess of $100,000. The District’s policy is to require 
collateral on all deposits exceeding Federal Deposit Insurance Corporation (FDIC) limits. 
All of the District’s deposits were insured by the FDIC at June 30, 2008 and 2007. 
Therefore, the District does not feel it is exposed to custodial credit risk on its deposits. 

A reconciliation of bank deposits as shown on the accompanying statements of net assets 
as of June 30 follows: 

2008 2007
Carrying amount of deposits 19,797$         14,469$         
Cash on hand 695               695                

Unrestricted cash and cash equivalents 20,492$        15,164$         
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South Central Colfax County Hospital District 
Notes to Basic Financial Statements 

June 30, 2008 and 2007 

4) Net Patient Service Revenue 

Long-term care services provided by the District are reimbursed by Medicaid on a 
prospective basis without annual settlements. The District’s long-term care facility does 
not participate in the Medicare program. All clinic and lab services are reimbursed by 
Medicare on a prospective basis without annual settlements, and reimbursed by Medicaid 
and other third-party payors based on the lower of usual and customary charges or a fee 
schedule. Future changes in the Medicare and Medicaid programs and the possible 
reduction of funding could have an adverse impact on the District. 

The following summary details net patient service revenue for the years ended June 30: 

2008 2007
Gross charges

Inpatient 1,396,011$    1,105,914$    
Outpatient 382,543       391,420         

1,778,554      1,497,334      
Less

Allowances for uncollectible accounts 25,650           -                 
Unsponsored charges, including governmental

indigent care programs 2,820            2,210            

Net patient service revenue 1,750,084$   1,495,124$    
 

5) Ad Valorem Taxes 

The New Mexico Hospital Funding Act (the “Act”), adopted in 1980 and amended in 
1981, allows for counties to provide expanded tax support to qualified hospitals. The 
District first received mill levy revenues in 1988 and has received them each year since. 
Mill levy taxes associated with the current fiscal period are considered to be susceptible 
to accrual and so have been recognized as revenues of the current fiscal period. 
Management believes that mill levies were used in accordance with the provisions of the 
Act and also that voters of Colfax County will continue to support the additional mill 
levy tax for the District’s purposes. 
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South Central Colfax County Hospital District 
Notes to Basic Financial Statements 

June 30, 2008 and 2007 

6) Capital Assets 

Capital asset activity of the District for the year ended June 30, 2008, was as follows: 
 Beginning 

Balance  Increases  Decreases 
 Ending 
Balance 

Capital assets not being depreciated
Land 41,937$         -$               -$               41,937$         
Construction in progress 520,535         145,170         -                 665,705         

Total capital assets not being depreciated 562,472         145,170         -                 707,642         

Capital assets being depreciated
Land improvements 36,937           9,400             -                 46,337           
Building and improvements 944,132         -                 -                 944,132         
Equipment 774,560         42,127           6,146             810,541         

Total capital assets being depreciated 1,755,629      51,527           6,146             1,801,010      

Less: accumulated depreciation for
Land improvements 23,930           3,327             -                 27,257           
Building and improvements 558,741         47,747           -                 606,488         
Equipment 623,443         33,731           6,146             651,028         

Total accumulated depreciation 1,206,114      84,805           6,146             1,284,773      
Total capital assets being depreciated, net 549,515         (33,278)          -                 516,237         
Capital assets, net 1,111,987$    111,892$       -$               1,223,879$    

 

Capital asset activity of the District for the year ended June 30, 2007, was as follows: 
 Beginning 

Balance  Increases  Decreases 
 Ending 
Balance 

Capital assets not being depreciated
Land 41,937$         -$               -$               41,937$         
Construction in progress 364,224         156,311         -                 520,535         

Total capital assets not being depreciated 406,161         156,311         -                 562,472         

Capital assets being depreciated
Land improvements 32,037           4,900             -                 36,937           
Building and improvements 888,959         55,173           -                 944,132         
Equipment 747,374         27,186           -                 774,560         

Total capital assets being depreciated 1,668,370      87,259           -                 1,755,629      

Less: accumulated depreciation for
Land improvements 21,049           2,881             -                 23,930           
Building and improvements 512,251         46,490           -                 558,741         
Equipment 592,110         31,333           -                 623,443         

Total accumulated depreciation 1,125,410      80,704           -                 1,206,114      
Total capital assets being depreciated, net 542,960         6,555             -                 549,515         
Capital assets, net 949,121$       162,866$       -$               1,111,987$    
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South Central Colfax County Hospital District 
Notes to Basic Financial Statements 

June 30, 2008 and 2007 

7) Compensated Absences 

A schedule of changes in the District’s compensated absences for June 30, 2008, follows: 

 Beginning 
Balance  Additions  Reductions 

 Ending 
Balance 

Amounts Due 
Within One 

Year 

124,261$       164,645$       155,081$       133,825$       133,825$       
 

A schedule of changes in the District’s compensated absences for June 30, 2007, follows: 

 Beginning 
Balance  Additions  Reductions 

 Ending 
Balance 

Amounts Due 
Within One 

Year 

123,685$       140,535$       139,959$       124,261$       124,261$       
 

8) Contingencies 

Healthcare Regulatory Environment—The healthcare industry is subject to laws and 
regulations of federal, state and local governments. These laws and regulations include, 
but are not limited to, matters such as licensure, accreditation, government healthcare 
program participation requirements, reimbursement for patient services and Medicare and 
Medicaid fraud and abuse. The government continues to conduct reviews and 
investigations of allegations concerning possible violations of fraud and abuse statutes 
and regulations by healthcare providers. Violations of these laws and regulations could 
result in expulsion from government healthcare programs together with the imposition of 
significant fines and penalties, as well as significant repayments for patient services 
previously billed. 

Management believes that the District is in compliance with fraud and abuse as well as 
other applicable laws and regulations. Compliance with such laws and regulations can be 
subject to future government review and interpretation as well as regulatory actions 
unknown or unasserted at this time. 

The Health Insurance Portability and Accountability Act (HIPAA) was enacted 
August 21, 1996, to assure health insurance portability, guarantee security and privacy of 
health information, enforce standards for health information and establish administrative 
simplification provisions. Management feels that the District is in compliance with all 
applicable provisions of HIPAA. 
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South Central Colfax County Hospital District 
Notes to Basic Financial Statements 

June 30, 2008 and 2007 

8) Contingencies — continued 

Litigation—In the ordinary course of business, claims alleging malpractice and other 
matters may have been filed against the District. Claims may also be filed for incidents 
that have occurred, including some of which the District is not presently aware. It is not 
possible to estimate the likelihood and amount of such potential claims. Accordingly, no 
accrual has been made for these potential claims. 

Risk Management—The District has obtained commercial insurance policies for directors 
and officers’ liability. The District participates in the PHS self-insurance programs for 
malpractice and workers’ compensation. Settled claims have not exceeded insurance 
coverage in any of the three preceding years. 

Malpractice—The District remits premiums to PHS and is covered under PHS’s general 
liability policy. PHS is self-funded for hospital liability and general liability up to $3 
million. Claims exceeding those limits are covered by a $40 million excess coverage 
policy. PHS negotiates the excess coverage on an annual basis. Payments to PHS 
approximated $65,000 in 2008 and $50,000 in 2007 for malpractice coverage. Current 
coverage through PHS is expected to cover the full amount of any malpractice liability 
claims. Accordingly, no accrual has been recorded for any such claims in the 
accompanying basic financial statements. 

Workers’ Compensation—The District remits premiums to PHS and is covered under 
PHS’s workers’ compensation policy. PHS is self-funded for workers’ compensation up 
to certain limits. Payments to PHS approximated $72,400 in 2008 and $94,000 in 2007 
for this coverage. Current coverage through PHS is expected to cover the full amount of 
any workers’ compensation claims. Accordingly, no accrual has been recorded for any 
such claims in the accompanying basic financial statements. 

Grants—Grant awards from governmental entities are subject to audits. Such audits could 
result in claims against the District for disallowed costs or noncompliance with grantor 
restrictions. The amount, if any, of expenditures that may be disallowed by grantors 
cannot be determined at this time; although, the District expects such amounts, if any, to 
be immaterial. 

Ad Valorem Taxes—The current mill levy expires December 1, 2011, and is voted on by 
general ballot every four years. The District is significantly dependent on the continued 
receipt of these taxes and management believes the voters of Colfax County will continue 
to support the tax. 
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South Central Colfax County Hospital District 
Notes to Basic Financial Statements 

June 30, 2008 and 2007 

9) Concentrations of Credit Risk 

Receivables—The District grants credit without collateral to its patients, most of whom 
are local residents and are insured under third-party payor agreements. Management 
believes that estimates made for the allowance for doubtful accounts are adequate. 
Because of the uncertainty regarding the ultimate collectibility of patient accounts 
receivable, there is at least a reasonable possibility that recorded estimates of the 
allowance for doubtful accounts will change by a material amount in the near term. 

The District recognizes that revenue and receivables from government agencies are 
significant to the District’s operations, but does not believe that there are any significant 
credit risks associated with these government agencies. The mix of receivables from 
patients and third-party payors at June 30 was as follows: 

 
 2008  2007 
Medicaid 36%  49% 
Commercial insurance and other 28  23 
Self-Pay 15  9 
Medicare 21  19 
 100%  100% 

10) New Clinic Construction 

The District is in the process of constructing a new clinic in Angel Fire through 
additional approved funding from the New Mexico Department of Finance and 
Administration in the amount of $390,000. In fiscal year 2007, the District received 
$119,469 in funding, which was received on a reimbursement basis for construction work 
completed. Such amounts are included in the grants and other caption in the 
accompanying statements of revenues, expenses, and changes in net assets. No additional 
grant revenue was received in 2008. Planned completion of the clinic is expected to be 
Fall 2008. 

As of June 30, 2008, there was no remaining commitment relating to the construction of 
the clinic. 
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South Central Colfax County Hospital District 
Notes to Basic Financial Statements 

June 30, 2008 and 2007 

11) Management’s Plan to Address Operating Losses 

Stagnant patient revenues and increased operating costs due to labor shortages have 
resulted in significant losses the past few years, as well as negative working capital and a 
deficit unrestricted net asset balance. Management has contracted with a firm to assist in 
developing a new comprehensive business plan that addresses these issues, as well as a 
formal long rage strategic plan. 

The District is expanding business in the Moreno Valley and expects to see a return on 
investment within a three year period, provided the growth in the valley continues. New 
marketing strategies have already resulted in new patients for both the Colfax General 
LTC and the Cimarron Healthcare Clinic. Colfax General has been receiving calls on 
potential clients daily; these potential clients usually take several months before 
admission occurs. Cimarron Healthcare Clinic has averaged five new patients per week 
for several weeks. 

The District has initiated several interventions to reduce costs over the next year by 
reducing agency use as the solution to labor pool shortages. These include shifting to 12 
hour shifts, using flex time to cover the front office area, and assuring salaries are 
competitive. These steps are already showing results as there has been a reduction in 
overhead costs by almost 30%. The majority of this reduction has been in agency use 
which has dropped from $10,000 per month to $5,000 and have ceased all spending that 
is not necessary to operations. 



 

 

Supplementary Information (Audited) 
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South Central Colfax County Hospital District 
Schedule of Revenues, Expenses and Changes in Net Assets—Budget and Actual 

For the Year Ended June 30, 2008 
 
 

Variance with
Final Budget -

Favorable
Original Final Actual (Unfavorable)

Operating Revenues

Net patient service revenue 1,772,897$    1,772,897$    1,750,084$   (22,813)$        

Operating Expenses
Salaries, wages and employee benefits 2,127,154      2,187,155      2,098,257      88,898           
Purchased services and other 592,762         589,710         837,851         (248,141)        
Supplies 303,178         303,178         376,087         (72,909)          
Insurance 72,417           72,417           69,831           2,586             
Depreciation 103,713         103,713         84,805          18,908           

Total operating expenses 3,199,224      3,256,173      3,466,831    (210,658)        

Operating loss (1,426,327)     (1,483,276)     (1,716,747)   (233,471)        

Other Revenues
Ad valorem taxes 1,348,310      1,408,310      1,432,078      23,768           
Grants and other 78,800           78,800           79,618          818                

Total other revenues 1,427,110      1,487,110      1,511,696    24,586           

Change in net assets 783$              3,834$           (205,051)       (208,885)$      

Net assets, beginning of year 1,322,301    

Net assets, end of year 1,117,250$   

Budgeted Amounts
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South Central Colfax County Hospital District 
Schedule of Revenues, Expenses and Changes in Net Assets—Budget and Actual 

For the Year Ended June 30, 2007 
 
 

Variance with
Final Budget -

Favorable
Original Final Actual (Unfavorable)

Operating Revenues

Net patient service revenue 1,712,660$    1,712,660$    1,495,124$    (217,536)$      

Operating Expenses
Salaries, wages and employee benefits 2,045,503      2,045,503      2,013,570      31,933           
Purchased services and other 582,899         582,899         593,624         (10,725)          
Supplies 290,450         290,450         320,701         (30,251)          
Insurance 71,451           71,451           72,287           (836)               
Depreciation 100,215         100,215         80,704           19,511           

Total operating expenses 3,090,518      3,090,518      3,080,886      9,632             

Operating loss (1,377,858)     (1,377,858)     (1,585,762)     (207,904)        

Other Revenues
Ad valorem taxes 1,300,000      1,300,000      1,318,432      18,432           
Grants and other 78,800           78,800           198,475         119,675         

Total other revenues 1,378,800      1,378,800      1,516,907      138,107         
Change in net assets 942$              942$              (68,855)          (69,797)$        

Net assets, beginning of year 1,391,156      

Net assets, end of year 1,322,301$    

Budgeted Amounts
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South Central Colfax County Hospital District 
Schedule of Changes in Fiduciary Assets and Liabilities – Agency Fund 

For the Years Ended June 30, 
 
 

2008 2007

Additions

Receipts from patients 113,559$      83,602$         

Deductions

Payments made on behalf of patients 104,525       85,092           

Change in fiduciary assets and liabilities 9,034             (1,490)            

Fiduciary assets and liabilities - beginning of year 5,923           7,413             

Fiduciary assets and liabilities - end of year 14,957$        5,923$           

 



 

 

New Mexico State Auditor’s Supplementary Information 



 

 27 

South Central Colfax County Hospital District 
Schedule of Individual Deposit Accounts and Pledged Collateral 

June 30, 2008 
 
 
 

Bank Book Bank Book Bank Book
Checking Account Balance Balance Balance Balance Balance Balance

Moreno Valley Clinic Operating Account 1,689$           4,273$           -$               -$               -$               -$               
Refund Account -                 -                 2,795             1,831             -                 -                 
Cimarron Clinic Operating Account -                 -                 -                 -                 507                568                
Colfax Operating Account -                 -                 13,126           13,126           -                 -                 

1,689             4,273$           15,921           14,957$         507                568$              

Less FDIC Coverage (1,689)            (15,921)          (507)               
Total uninsured public funds -$               -$               -$               

Collateral requirement - 50% (Section 6-10-17) -$               -$               -$               

Pledged collateral
FNCL 867437, matures May 1, 2036
6.00%, Cusip No. 321409CV69, held by
Wells Fargo Banking Group, California -                 77,190           -                 

Overpledged -$               77,190$         -$               

Bank of America Wells Fargo International Bank
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Report on Internal Control Over Financial Reporting 
and on Compliance and Other Matters Based on an 

Audit of Financial Statements Performed in Accordance 
With Government Auditing Standards 

Board of Trustees and the Management of 
South Central Colfax County Hospital District 
 and 
Mr. Hector H. Balderas, New Mexico State Auditor 
 

We have audited the accompanying financial statements of the business-type activities and the 
aggregate remaining fund information of South Central Colfax County Hospital District (the 
“District”), as of and for the year ended June 30, 2008, which collectively comprise the District’s 
basic financial statements. We have also audited the budget comparison presented as 
supplementary information for the year ended June 30, 2008, and have issued our report thereon 
dated October 3, 2008. We conducted our audit in accordance with auditing standards generally 
accepted in the United States of America and the standards applicable to financial audits 
contained in Government Auditing Standards, issued by the Comptroller General of the United 
States. 

Internal Control over Financial Reporting 
In planning and performing our audit, we considered the District’s internal control over financial 
reporting as a basis for designing our auditing procedures for the purpose of expressing our 
opinion on the financial statements, but not for the purpose of expressing an opinion on the 
effectiveness of the District’s internal control over financial reporting. Accordingly, we do not 
express an opinion on the effectiveness of the District’s internal control over financial reporting. 

Our consideration of the internal control over financial reporting was for the limited purpose 
described in the preceding paragraph and would not necessarily identify all deficiencies in 
internal control over financial reporting that might be significant deficiencies or material 
weaknesses. However, as discussed below, we identified certain deficiencies in internal control 
over financial reporting that we consider to be significant deficiencies. 

A control deficiency exists when the design or operation of a control does not allow management 
or employees, in the normal course of performing their assigned functions, to prevent or detect 
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination 
of control deficiencies, that adversely affects the District’s ability to initiate, authorize, record, 
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process, or report financial data reliably in accordance with accounting principles generally 
accepted in the United States of America such that there is more than a remote likelihood that a 
misstatement of the District’s financial statements that is more than inconsequential will not be 
prevented or detected. We consider item FS 08-1 described in the accompanying schedule of 
findings and responses to be a significant deficiency. 

A material weakness is a significant deficiency, or combination of significant deficiencies, that 
results in more than a remote likelihood that a material misstatement of the financial statements 
will not be prevented or detected by the District’s internal control. Our consideration of internal 
control over financial reporting was for the limited purpose described in the first paragraph of 
this section and would not necessarily identify all deficiencies in the internal control that might 
be significant deficiencies and, accordingly, would not necessarily disclose all significant 
deficiencies that are also considered to be material weaknesses. However, we believe that the 
significant deficiency described above is not a material weakness. 

Compliance and Other Matters 
As part of obtaining reasonable assurance about whether the District’s financial statements are 
free of material misstatement, we performed tests of its compliance with certain provisions of 
laws, regulations, contracts and grant agreements, noncompliance with which could have a direct 
material effect on the determination of basic financial statement amounts. However, providing an 
opinion on compliance with those provisions was not an objective of our audit and, accordingly, 
we do not express such an opinion. The results of our tests disclosed no instances of 
noncompliance or other matters that are required to be reported under Government Auditing 
Standards. 

We noted certain matters that are required to be reported under Government Auditing Standards 
paragraphs 5.14 and 5.16, and Section 12-6-5 NMSA 1978, which are described in the 
accompanying schedule of findings and responses as items SA 08-1 through SA 08-3. 

The District’s responses to the findings identified in our audit are described in the accompanying 
schedule of findings and responses. We did not audit the District’s responses and, accordingly, 
we express no opinion on them. 

This report is intended solely for the information and use of the board of trustees, management, 
the New Mexico Legislature and the New Mexico State Auditor’s Office and is not intended to 
be and should not be used by anyone other than these specified parties. 

  

October 3, 2008 
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South Central Colfax County Hospital District 
Schedule of Findings and Responses 

For the Year Ended June 30, 2008 

FS 08-1 — Accounts Payable Reconciliation and Management Review 
 

Criteria or Specific Requirement: The accounts payable general ledger should be reconciled to 
the manual accrued account to determine all invoices relating to goods or services received 
during the period have been posted. 

Condition: Accounts payable was understated by $52,000. 

Cause: Management did not detect the misstatement in accounts payable. 

Effect: An audit adjustment had to be recorded to correct the misstatement, resulting in a 
$52,000 (or 34%) increase in the fiscal year 2008 net loss (change in net assets). 

Auditors’ Recommendations: Strengthen the accounts payable cut-off procedures and review 
process so that accurate amounts are reported in the interim and year-end financial statements. 

Management’s Response: Management has instituted policies requiring regular reconciliation 
of the accounts payable ledger. In addition, a change will be made to the year-end cutoff for 
review of the accounts payable reconciliation to make it closer to the date of the start of audit 
fieldwork. This should allow for more subsequent items to clear accounts. 
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South Central Colfax County Hospital District 
Schedule of Findings and Responses — continued 

For the Year Ended June 30, 2008 

 

The following findings are reported in accordance with the New Mexico State Audit Rule 2 
NMAC 2.2., Requirements for Contracting and Conducting Audits of Agencies. 

 
SA 08-1 — Budget Compliance 
 

Criteria or Specific Requirement: The New Mexico State Auditor Rule requires a finding to be 
reported if actual expenses exceed budgeted expenses (6-3-1 to 6-3-25 NMSA 1978). 

Condition: The District exceeded its budgeted expenses for fiscal year 2008 by approximately 
$211,000. 

Cause: Operational expenses exceeded expected amounts. 

Effect: The District exceeded its budgeted expenses and is not in compliance with state 
statutes. 

Auditors’ Recommendations: Due to the nature of the District’s business, fluctuations in its 
expenses is not unusual; however, management should align its expectations with actual 
business results. Appropriate revisions to the budget should be made and approved by the 
state. 

Management’s Response: Contract agency nursing expenses resulting from turnover and 
staffing shortages were not anticipated for fiscal year 2008. The need for the agency nursing 
came after the fiscal year was already underway. We have included agency nursing in the 
fiscal year 2009 budget to avoid having the same problem in the future. 
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South Central Colfax County Hospital District 
Schedule of Findings and Responses — continued 

For the Year Ended June 30, 2008 

 
SA 08-2 —Segregation of Duties—Cash Receipts 
 

Criteria or Specific Requirement: A good system of internal control requires that adequate 
segregation of duties be maintained between the receipt of cash and the ability to adjust patient 
accounts in the system. 

Condition: At the Angel Fire Clinic, both administrative employees are able to receive 
payments and post adjustments to patient accounts. 

Cause: The two employees have access to receive all mail and customer payments, enter the 
receipts into the system, which posts to patient accounts, adjust patient accounts receivable and 
deposit cash receipts. 

Effect: The ability of the employees to receive cash and checks and post to patient accounts 
exposes the Clinic to potential theft and misappropriation of patient cash receipts. The 
employees could potentially steal cash and checks, then cover it up by making fraudulent 
adjustments to patient accounts. 

Auditors’ Recommendations: The duties of opening the mail, receiving payments directly from 
patients, and depositing payments should be performed solely by one employee and the other 
individual should be solely responsible for posting the information to the patient account and 
adjusting patient accounts receivable. The individual posting to patient accounts should not 
handle cash and checks, but rather post to the system using check copies, explanations of 
benefits and other remittance information. 

Management’s Response: Management recognizes the need for appropriate segregation of 
duties and a new employee is in training. When we relocate to the new building next month, 
the new receptionist will handle all payments, cash and mail. She will record these and provide 
the records (copies of EOBs, copies of checks and superbills) to the Accounts Receivable 
Manager who will post all transactions to the individual account. The Business Office Clerk 
and the receptionist will check and verify copies to actual cash receipts prior to the Business 
Office Clerk making the final deposit. 
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South Central Colfax County Hospital District 
Schedule of Findings and Responses — continued 

For the Year Ended June 30, 2008 

 
SA 08-03 — General Disbursements Controls 
 

Criteria or Specific Requirement: To help prevent error or fraud, supporting documentation 
should be maintained for all disbursements. 

Condition: We noted three instances where disbursements were made, however supporting 
documentation could not be located. 

Cause: Disbursements posted to the general ledger are not always supported by adequate 
supporting documentation. 

Effect: By not maintaining support for all disbursements, the District could fail to detect 
misstated or fraudulent disbursements. 

Auditors’ Recommendations: Develop a process to ensure that support for disbursements is 
properly filed and maintained in accordance with record retention policies. 

Management’s Response: Management believes that controls around cash disbursements are 
adequate. Cash disbursements are never sent out without supporting documentation. The 
support for all disbursements is maintained at the Presbyterian Administrative Center in 
Albuquerque. The instances where the supporting documentation was not able to be provided 
was simply an error in filing or misplacement of the documents in our accounts payable files. 
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South Central Colfax County Hospital District 
Current Status Schedule of 2007 Audit Findings 

For the Year Ended June 30, 2008 
 
 

Prior-Year 
Number 

 
Description 

Current-Year 
Number 

Resolved Finding 

07-01 Lack of Appropriate Reconciliation and/or 
Management Review of Grant Revenue/Accounts 
Receivable, Accrued Vacation, and Accrued Legal 
Fees 

N/A – Resolved 
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South Central Colfax County Hospital District 
Other Disclosures 

For the Year Ended June 30, 2008 

 

Exit Conference and Board of Trustees Presentation 

An exit conference was held on September 19, 2008, with the following attending: 

 South Central Colfax County Hospital District 
  Bill Norris, Administrator (via telephone) 

 Presbyterian Healthcare Services 
  Ruth Jones, Manager–System Services 
  Jim Hood, Director of Finance 
  Freddy Gordon, Accountant III 

 REDWLLC 
  Chris Tyhurst, Principal 
  Angie Olvera, Manager 

A presentation was made to a closed session of the board of trustees on September 22, 2008, 
with the following attending: 

 South Central Colfax County Hospital District 
  Marian Vigil, Chairperson 
  Steve Briggs, Vice Chairperson 
  William Conley, Secretary/Treasurer 
  Frederick Martinez, Trustee 
  Bill Norris, District Administrator 
  Sandra Salazar, Recording Secretary 

 REDWLLC 
  Angie Olvera, Manager 

Financial Statement Preparation 
The District’s independent public accountants prepared the accompanying basic financial 
statements; however, the District is responsible for the basic financial statement and disclosure 
content. 


