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Independent Auditor’s Report

Board of Directors
Colorado Rural Health Center
Aurora, Colorado

Report on the Financial Statements

We have audited the accompanying financial statements of Colorado Rural Health Center (CRHC), which
comprise the statement of financial position as of December 31, 2015 and 2014, and the related
statements of activities, and cash flows for the years then ended, and the related notes to the financial
statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America 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 from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion. B L
Praxity.:




Board of Directors
Colorado Rural Health Center

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of CRHC as of December 31, 2015 and 2014, and the changes in its net assets and its
cash flows for the years then ended in accordance with accounting principles generally accepted in the
United States of America.

Supplementary Information

Our audits were conducted for the purpose of forming opinion on the financial statements as a whole.
The accompanying supplementary information, including the schedule of expenditures of federal awards
required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards, as listed in the table of contents, is
presented for purposes of additional analysis and is not a required part of the financial statements. Such
information is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the financial statements. The information has
been subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements or to the financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in
the United States of America. In our opinion, the information is fairly stated in all material respects in
relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May 24, 2016,
on our consideration of CHRC’s internal control over financial reporting and our tests of its compliance
with certain provisions of laws, regulations, contracts and 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. This report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering CRHC’s internal control over financial reporting and
compliance.

BED Lwp

Denver, Colorado
May 24, 2016



Colorado Rural Health Center
Statements of Financial Position
December 31, 2015 and 2014

Assets
2015 2014
Cash and cash equivalents $ 1,423,994 $ 1,643,584
Certificates of deposit 35,469 35,310
Accounts receivable 236,167 44,149
Grants receivable 191,310 251,945
Contributions receivable 350,000 50,000
Prepaids and other assets 52,374 65,833
Property and equipment, net 52,571 48,845
Total assets $ 2341885 $ 2139666
Liabilities
Accounts payable $ 214,478 $ 128,484
Accrued payroll and vacation 103,496 73,987
Deferred membership and other revenue 187,142 298,705
Capital lease obligation 2,229 7,376
Total liabilities 507,345 508,552
Net Assets
Unrestricted
Undesignated 1,266,028 1,496,621
Temporarily restricted 568,512 134,493
Total net assets 1,834,540 1,631,114
Total liabilities and net assets $ 2,341,885 $ 2,139,666
See Notes to Financial Statements 3



Colorado Rural Health Center
Statement of Activities
Year Ended December 31, 2015

Temporarily
Unrestricted Restricted Total
Revenue, Gains and Other Support
Governmental grants $ 1,279,138 $ 9,500 $ 1,288,638
Foundation contributions - 874,799 874,799
Fiscal agent fees and contracted services 1,092,237 - 1,092,237
Individual contributions 60,001 - 60,001
Program service fees 268,615 - 268,615
Workshops and trainings 76,302 - 76,302
Membership dues 118,725 - 118,725
Conference 62,334 - 62,334
Interest income 1,572 - 1,572
Other 2,858 - 2,858
Gain on disposal of fixed asset 35 - 35
HIT revenue 15,597 - 15,597
Net assets released from restrictions 450,280 (450,280) -
Total revenue, gains and other support 3,427,694 434,019 3,861,713
EXxpenses
Program services 3,213,587 - 3,213,587
Supporting services
Management and general 429,991 - 429,991
Fundraising expenses 14,709 - 14,709
Total supporting services 444,700 - 444,700
Total expenses 3,658,287 - 3,658,287
Change in Net Assets (230,593) 434,019 203,426
Net Assets, Beginning of Year 1,496,621 134,493 1,631,114
Net Assets, End of Year $ 1,266,028 $ 568,512 $ 1,834,540

See Notes to Financial Statements 4



Colorado Rural Health Center
Statement of Activities
Year Ended December 31, 2014

Temporarily
Unrestricted Restricted Total
Revenue, Gains and Other Support
Governmental grants $ 1,184,368 $ - 1,184,368
Foundation contributions - 165,447 165,447
Fiscal agent fees and contracted services 1,372,272 - 1,372,272
Individual contributions 10,266 - 10,266
Program service fees 164,907 - 164,907
Workshops and trainings 64,570 - 64,570
Membership dues 120,770 - 120,770
Conference 58,102 - 58,102
Interest income 517 - 517
Other 2,337 - 2,337
Net assets released from restrictions 546,942 (546,942) -
Total revenue, gains and other support 3,525,051 (381,495) 3,143,556
Expenses
Program services 3,196,725 - 3,196,725
Supporting services
Management and general 204,252 - 204,252
Fundraising expenses 31,611 - 31,611
Total supporting services 235,863 - 235,863
Total expenses 3,432,588 - 3,432,588
Change in Net Assets 92,463 (381,495) (289,032)
Net Assets, Beginning of Year 1,404,158 515,988 1,920,146
Net Assets, End of Year $ 1,496,621 $ 134,493 1,631,114

See Notes to Financial Statements



Colorado Rural Health Center
Statement of Functional Expenses
Year Ended December 31, 2015

Total Total

Program Supporting

Services Management Fund Services Total

Expenses and General Raising Expenses Expenses
Salaries $ 1,191,002 $ 273918 $ 11,153 $ 285,071 $ 1,476,073
Payroll taxes and benefits 245,161 55,322 2,252 57,574 302,735
Grants 246,909 - - - 246,909
Professional services 904,906 25,639 162 25,801 930,707
Conferences and workshops 115,188 2,793 - 2,793 117,981
Travel 143,826 20,911 30 20,941 164,767
Rent 144,233 17,733 582 18,315 162,548
Supplies 11,576 867 35 902 12,478
Telephone 26,550 1,878 58 1,936 28,486
Printing 2,477 32 - 32 2,509
Dues 84,145 9,934 199 10,133 94,278
Postage 1,674 447 74 521 2,195
Professional development 16,554 15,059 - 15,059 31,613
Equipment 48,294 1,188 39 1,227 49,521
Depreciation 22,337 2,746 90 2,836 25,173
Other 8,755 1,524 35 1,559 10,314

Total expenses $ 3213587 _$§ 429991 _$ 14709 $ 444700 $ 3,658,287

See Notes to Financial Statements 6



Colorado Rural Health Center

Salaries

Payroll taxes and benefits
Grants

Professional services
Conferences and workshops
Travel

Rent

Outreach

Supplies

Telephone

Printing

Dues

Postage

Professional development
Equipment

Depreciation

Other

Total expenses

Statement of Functional Expenses
Year Ended December 31, 2014

Total Total
Program Supporting
Services Management Fund Services Total
Expenses and General Raising Expenses Expenses
$ 1,106,171 $ 125422 $ 20,721 $ 146,143 $ 1,252,314
225,851 25,583 4,226 29,809 255,660
389,440 - - - 389,440
907,198 10,618 375 10,993 918,191
100,796 1,659 - 1,659 102,455
124,312 11,454 114 11,568 135,880
156,728 9,166 1,398 10,564 167,292
146 - - - 146
13,375 335 100 435 13,810
23,871 689 103 792 24,663
2,593 132 - 132 2,725
67,320 8,548 217 8,765 76,085
2,234 259 2 261 2,495
16,681 8,026 3,995 12,021 28,702
22,996 267 41 308 23,304
26,590 1,555 237 1,792 28,382
10,423 539 82 621 11,044
$ 3,196,725 $§ 204,252 $ 31611 $ 235863 $ 3,432,588
7

See Notes to Financial Statements



Colorado Rural Health Center
Statements of Cash Flows
Years Ended December 31, 2015 and 2014

Operating Activities
Change in net assets $
Items not requiring (providing) cash
Depreciation expense
Interest earned on certificate of deposit
Gain on disposal of fixed assets
Changes in
Accounts receivable
Grants receivable
Contributions receivable
Prepaid expenses and other assets
Accounts payable and accrued expenses
Deferred revenue

Net cash used in operating activities

Investing Activities
Purchase of certificate of deposit
Proceeds from sale of certificate of deposit
Purchase of property plant and equipment
Proceeds from the sale of property and equipment

Net cash provided by (used in) investing activities

Financing Activities
Principal payments under capital lease obligation

Net cash used in operating activities

Increase (Decrease) in Cash and Cash Equivalents

Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year $

Supplemental Disclosure of Cash Flow Information
Interest paid $

2015 2014
203,426 $  (289,032)
25,174 28,382
(159) (239)

(35) -
(192,018) 6,770
60,635 (82,372)
(300,000) 309,500
13,459 (6,353)
115,503 (1,516)
(111,563) (242,473)
(185,578) (277,333)
- (35,190)

- 495,546

(29,068) (11,278)
203 -
(28,865) 449,078
(5,147) (4,872)
(5,147) (4,872)
(219,590) 166,873
1,643,584 1,476,711
1,423,994 $ 1,643,584
277 $ 552

See Notes to Financial Statements



Colorado Rural Health Center
Notes to Financial Statements
December 31, 2015 and 2014

Note 1: Nature of Operations and Summary of Significant Accounting Policies

Nature of Operations

Colorado Rural Health Center (CRHC) was established to maximize the quality, delivery and
coordination of health care services throughout rural areas of the state of Colorado by providing
information, education, tools and networking toward identifying and addressing rural health needs.
CRHC’s revenues and other support are derived principally from government grants, contributions
and fiscal agent fees.

CRHC’s program services are as follows:

Rural Assistance Services — includes all general technical assistance provided to members and
constituents. The assistance can be in response to inquiries generated through phone, internet, mail
and face-to-face interactions. Assistance can include referral to other programs or communities, or
coaching and on-site technical assistance. The assistance can be specific to one entity or
generalized to a group, community, region or statewide, if shared needs are identified.

Education and Linkages — refers to the outreach and networking activities of CRHC. This
includes general and topic specific workshops, developing and nurturing of mentoring relationships
among communities or agencies and creation of “Fact Sheets” on a variety of topics. Education is
distributed through written materials, the website, presentations, the library (virtual and in-house)
or conference calls.

Use of Estimates

The preparation of financial statements 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 financial statements and the reported amounts of revenues, expenses,
gains, losses and other changes in net assets during the reporting period. Actual results could differ
from those estimates.

Cash and Cash Equivalents

CRHC considers all liquid investments with original maturities of three months or less to be cash
equivalents. At December 31, 2015 and 2014, cash equivalents consisted primarily of money
market accounts and certificates of deposit.

At December 31, 2015, CRHC’s cash accounts exceeded federally insured limits by approximately
$35,456.



Colorado Rural Health Center
Notes to Financial Statements
December 31, 2015 and 2014

Accounts Receivable

Accounts receivable are stated at the amount billed to hospitals and/or grantors plus any accrued
and unpaid interest. CRHC provides an allowance for doubtful accounts, which is based upon a
review of outstanding receivables, historical collection information and existing economic
conditions. Delinquent receivables are written off based on individual credit evaluation and
specific circumstances of the customer.

Property and Equipment

Property and equipment are stated at cost less accumulated depreciation. Depreciation is charged
to expense using the straight-line method over the estimated useful life of each asset. Assets under
capital lease obligations and leasehold improvements are depreciated over the shorter of the lease
term or their respective estimated useful lives.

The estimated useful lives for each major depreciable classification of property and equipment are
as follows:

Computer/IT equipment 3 years
Office equipment 5 years
Furniture 7 years
Leasehold improvements (life of building lease) 8 years

Long-lived Asset Impairment

CRHC evaluates the recoverability of the carrying value of long-lived assets whenever events or
circumstances indicate the carrying amount may not be recoverable. If a long-lived asset is tested
for recoverability and the undiscounted estimated future cash flows expected to result from the use
and eventual disposition of the asset is less than the carrying amount of the asset, the asset cost is
adjusted to fair value and an impairment loss is recognized as the amount by which the carrying
amount of a long-lived asset exceeds its fair value.

No asset impairment was recognized during the years ended December 31, 2015 and 2014.

Temporarily Restricted Net Assets

Temporarily restricted net assets are those whose use by CRHC has been limited by donors to a
specific time period or purpose.

10



Colorado Rural Health Center
Notes to Financial Statements
December 31, 2015 and 2014

Contributions

Gifts of cash and other assets received without donor stipulations are reported as unrestricted
revenue and net assets. Gifts received with a donor stipulation that limits their use are reported as
temporarily or permanently restricted revenue and net assets. When a donor stipulated time
restriction ends or purpose restriction is accomplished, temporarily restricted net assets are
reclassified to unrestricted net assets and reported in the statement of activities as net assets
released from restrictions. Gifts and investment income that are originally restricted by the donor
and for which the restriction is met in the same time period are recorded as temporarily restricted
and then released from restriction.

Gifts of land, buildings, equipment and other long-lived assets are reported as unrestricted revenue
and net assets unless explicit donor stipulations specify how such assets must be used, in which
case the gifts are reported as temporarily or permanently restricted revenue and net assets. Absent
explicit donor stipulations for the time long-lived assets must be held, expirations of restrictions
resulting in reclassification of temporarily restricted net assets as unrestricted net assets are
reported when the long-lived assets are placed in service.

Unconditional gifts expected to be collected within one year are reported at their net realizable
value. Unconditional gifts expected to be collected in future years are initially reported at fair
value determined using the discounted present value of estimated future cash flows technique. The
resulting discount is amortized using the level-yield method and is reported as contribution
revenue.

Conditional gifts depend on the occurrence of a specified future and uncertain event to bind the
potential donor and are recognized as assets and revenue when the conditions are substantially met
and the gift becomes unconditional.

Foundation contributions represent contributions from unrelated foundations.
Deferred Revenue

Membership revenue is deferred and recognized over the periods in which the memberships relate.

Government Grants

Support funded by governmental grants is recognized as CRHC performs the contracted services or
incurs outlays eligible for reimbursement under the grant agreements. Grant activities and outlays
are subject to audit and acceptance by the granting agency and, as a result of such audit,
adjustments could be required.

11



Colorado Rural Health Center
Notes to Financial Statements
December 31, 2015 and 2014

Income Taxes

CRHC is exempt from income taxes under Section 501(c)(3) of the Internal Revenue Code.
However, CRHC is subject to federal income tax on any unrelated business taxable income.

CRHC files tax returns in the U.S. federal jurisdiction. With a few exceptions, CRHC is no longer
subject to U.S. federal examinations by tax authorities for years before 2012.

Functional Allocation of Expenses
The costs of supporting the various programs and other activities have been summarized on a

functional basis in the statements of activities. Certain costs have been allocated among the
program services, management and general and fundraising categories.

Note 2: Contributions Receivable

Contributions receivable consisted of the following as of December 31:

2015 2014

Due within one year $ 350,000 $ 50,000
Note 3: Property and Equipment
Property and equipment at December 31 consists of the following:

2015 2014
Furniture and equipment $ 206,501 $ 178,329
Leasehold improvements 60,617 60,617
267,118 238,946
Less accumulated depreciation and amortization 214,547 190,101
$ 52,571 $ 48,845

12



Colorado Rural Health Center
Notes to Financial Statements
December 31, 2015 and 2014

Note 4. Capital Lease Obligation

CRHC has a capital lease obligation of $2,229 as of December 31, 2015 relating to its office
copier, which expires in June 2016.

Property and equipment under the capital lease are as follows:

2015 2014
Equipment $ 23,663 $ 23,663
Less accumulated depreciation 21,692 16,959
$ 1,971 $ 6,704

Note 5: Net Assets

Temporarily Restricted Net Assets

Temporarily restricted net assets at December 31 are available for the following purposes or

periods:
2015 2014

Workforce-related grants $ 65,781 $ 8,093
Loan repayment - 674
Hospitals and clinics 147,731 100,726
Outreach 5,000 -
For periods after December 31 350,000 25,000

$ 568,512 $ 134,493

13



Colorado Rural Health Center
Notes to Financial Statements
December 31, 2015 and 2014

Net Assets Released from Restrictions

Net assets were released from donor restrictions by incurring expenses satisfying the restricted
purposes or by occurrence of other events specified by donors.

2015 2014
Purpose restrictions accomplished

Workforce-related grants $ 42,312 $ 27,883
Loan repayment 674 10,000
Hospitals and clinics 117,794 178,883
Technical assistance 9,500 14,397
Outreach 2,500 15,779
Time restrictions accomplished 277,500 300,000

$ 450,280 $ 546,942

Note 6: Operating Leases

CRHC is obligated under an operating lease agreement for its office space, which expires on
October 31, 2018. The original lease agreement was amended during 2008 to include an expansion
to the leased premises (lease amendment). Future minimum lease payments as of December 31,

2015:
2016 $ 169,050
2017 172,812
2018 145,560
$ 487,422

Rental expense for all operating lease consisted of minimum rentals in the amount of $162,548 and
$167,293 for the years ended December 31, 2015 and 2014, respectively.

Note 7: Defined Contribution Plan

CRHC has a defined contribution pension plan covering substantially all employees. The Board of
Directors annually determines the amount, if any, of CRHC’s contributions to the plan during the
budgeting process. CRHC matches employees’ contributions up to 3% of the employees’ annual
salary. Pension expense was $30,694 and $25,946 for the years ended December 31, 2015 and
2014, respectively.

14



Colorado Rural Health Center
Notes to Financial Statements
December 31, 2015 and 2014

Note 8: State Pass-through Contract

CRHC has a contract with the Colorado Department of Public Health and Environment’s
Emergency Preparedness and Response Division in which CRHC will act as the distribution
agency for funds, supplies and equipment for local hospitals, rural health centers, Regional
Emergency and Trauma Advisory Council (RETAC), Medical Reserve Corps (MRC), statewide
universities and other health providers. CRHC also has a contract with the Colorado Department
of Public Health and Environment to provide program administration services on behalf of the
Emergency Medical and Trauma Services (EMTS) Section to meet the goals of EMTS Grants
Training and Education Program. As part of these contracts, CRHC received and distributed
approximately $1,374,000 and $2,379,000 for the years ended December 31, 2015 and 2014,
respectively. The amounts received and distributed are not included in the statements of activities.
Fiscal agent fees received for administering the contract were $882,853 and $972,911 for the years
ended December 31, 2015 and 2014, respectively.

Note 9:  Significant Estimates and Concentrations
Accounting principles generally accepted in the United States of America require disclosure of

certain significant estimates and current vulnerabilities due to certain concentrations. Those
matters include the following:

Contributions

Approximately 98% of all contributions were received from three grantors in 2015, 68% from one
grantor, 19% from the second grantor and 11% from the third grantor.

15
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Colorado Rural Health Center
Schedule of Expenditures of Federal Awards
Year Ended December 31, 2015

Pass-Through

Passed
Federal Grantor/Pass-through Grantor/ Federal CFDA Entity Identifying Through to
Program or Cluster Title Number Number Subrecipient Amount
U.S. Department of Health and Human Services
Rural Health Research Centers / National Rural Health Association 93.155 2U16THO03702-11-00 $ $ 9,500
State Rural Hospital Flexibility Program 93.241 - 575,692
Rural Access to Emergency Devices 93.259 13,655 21,187
Small Rural Hospital Improvement Grants 93.301 87,322 330,158
Rural Health Care Services Outreach / Rio Grande Hospital 93.912 5R01RH26280-02/03-00 - 188,439
Grants to States for Operation
of Offices of Rural Health 93.913 163,662
Total U.S. Department of Health
and Human Services $ 100,977 $ 1,288,638

Notes to Schedule

1. The accompanying schedule of expenditures of federal awards (the Schedule) includes the

federal award activity of Colorado Rural Health Center (CRHC) under programs of the
federal government for the year ended December 31, 2015. Such expenditures are recognized
following, as applicable, either the cost principles in OMB Circular A-133 or the cost
principles contained in Title 2 U.S. Code of Federal Regulations Part 200, Uniform

Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards

(Uniform Guidance). Because the Schedule presents only a selected portion of the operations

of CRHC, it is not intended to and does not present the financial position, changes in net

assets or cash flows of CRHC.

2. Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in the Uniform Guidance,

wherein certain types of expenditures are not allowable or are limited as to reimbursement.

Negative amounts shown on the Schedule represent adjustments or credits made in the

normal course of business to amounts reported as expenditures in prior years. CRHC has

elected not to use the 10% de minimis indirect cost rate allowed under the Uniform Guidance.

16
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Independent Auditor’s Report on Internal Control Over Financial
Reporting and on Compliance and Other Matters
Based on an Audit of the Financial Statements Performed
in Accordance with Government Auditing Standards

Board of Directors
Colorado Rural Health Center
Aurora, Colorado

We have audited, 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, the basic financial statements of Colorado Rural
Health Center (CRHC), which comprise the statement of financial position as of December 31, 2015 and
the related statements of activities and cash flows for the year then ended, and the related notes to the
basic financial statements, and have issued our report thereon dated May 24, 2016.

Internal Control Over Financial Reporting

Management of CRHC is responsible for establishing and maintaining effective internal control over
financial reporting (internal control). In planning and performing our audit, we considered CRHC’s
internal control to determine the audit procedures that are appropriate in the circumstances for the purpose
of expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on
the effectiveness of CRHC’s internal control. Accordingly, we do not express an opinion on the
effectiveness of CRHC’s internal control.

A deficiency in internal control 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 and correct misstatements on a timely basis. A material weakness is a deficiency, or a combination
of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement
of CRHC’s financial statements will not be prevented or detected and corrected on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses. Given these limitations, during our audit we did not identify any deficiencies in internal
control that we consider to be material weaknesses as defined above. However, material weaknesses may
exist that have not been identified.

Praxit y




Board of Directors
Colorado Rural Health Center

Compliance and Other Matters

As part of obtaining reasonable assurance about whether CRHC’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 and material effect on the
determination of 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.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the CRHC’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering CRHC’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

BED Lwp

Denver, Colorado
May 24, 2016
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Independent Auditor’s Report on Compliance for Each Major Federal Program
and Report on Internal Control Over Compliance

Board of Directors
Colorado Rural Health Center
Aurora, Colorado

Report on Compliance for Each Major Federal Program

We have audited Colorado Rural Health Center’s (CRHC) compliance with the types of compliance
requirements described in the OMB Compliance Supplement that could have a direct and material effect
on CRHC’s major federal program for the year ended December 31, 2015. CRHC’s major federal
program is identified in the summary of auditor’s results section of the accompanying schedule of
findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, contracts and the terms and
conditions of its federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for CRHC’s major federal program based on
our audit of the types of compliance requirements referred to above. We conducted our audit of
compliance in accordance with auditing standards generally accepted in the United States of America; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements
for Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance require that we
plan and perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence about CRHC’s compliance
with those requirements and performing such other procedures as we considered necessary in the
circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for the major federal
program. However, our audit does not provide a legal determination of CRHC’s compliance.

Praxit y




Board of Directors
Colorado Rural Health Center

Opinion on Each Major Federal Program

In our opinion, CRHC complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on its major federal program for the year
ended December 31, 2015.

Report on Internal Control Over Compliance

Management of CRHC is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above. In planning and performing our
audit of compliance, we considered CRHC’s internal control over compliance with the types of
requirements that could have a direct and material effect on each major federal program to determine the
auditing procedures that are appropriate in the circumstances for the purpose of expressing our opinion on
compliance for each major federal program and to test and report on internal control over compliance in
accordance with Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness
of internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of
CRHC’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a
deficiency, or combination of deficiencies, in internal control over compliance such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a federal program that is less severe than a material
weakness in internal control over compliance, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses. We did not identify any deficiencies in internal control
over compliance that we consider to be material weaknesses. However, material weaknesses may exist
that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our

testing of internal control over compliance and the results of that testing based on the requirements of
Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

BKED P

Denver, Colorado
May 24, 2016
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Colorado Rural Health Center
Schedule of Findings and Questioned Costs (Continued)
Year Ended December 31, 2015

Summary of Auditor’'s Results

Financial Statements

1.

The type of report the auditor issued on whether the financial statements audited were prepared in
accordance with accounting principles generally accepted in the United States of America (GAAP)
was:

(Check each description that applies)

X Unmodified L] Qualified [ ] Adverse ] Disclaimer

The independent auditor’s report on internal control over financial reporting disclosed:
Significant deficiency(ies)? [ ] Yes X None reported
Material weakness(es)? [ ] Yes X No

Noncompliance considered material to the financial statements
was disclosed by the audit? [ Yes X No

Federal Awards

4.

The independent auditor’s report on internal control over compliance for major federal awards
programs disclosed:

Significant deficiency(ies)? [ ] Yes X None reported
Material weakness(es)? [] Yes X No

The opinion expressed in the independent auditor’s report on compliance for major federal awards
was:

Xl Unmodified [ ] Qualified [ ] Adverse [] Disclaimer

The audit disclosed findings required to be reported by 2 CFR
200.516(a)? 1 Yes X No
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Colorado Rural Health Center
Schedule of Findings and Questioned Costs (Continued)
Year Ended December 31, 2015

7. The Organization’s major program was:
Cluster/Program CFDA Number
State Rural Hospital Flexibility Program 93.241
8. The threshold used to distinguish between Type A and Type B programs was $750,000.
9. The Organization qualified as a low-risk auditee? X Yes [ 1 No
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Colorado Rural Health Center
Schedule of Findings and Questioned Costs (Continued)
Year Ended December 31, 2015

Findings Required to be Reported by Government Auditing Standards

Reference Questioned
Number Finding Costs

No matters are reportable.

Findings Required to be Reported by the Uniform Guidance

Reference Questioned
Number Finding Costs

No matters are reportable.
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Colorado Rural Health Center
Summary Schedule of Prior Audit Findings
Year Ended December 31, 2015

Reference
Number Summary of Finding

Status

No matters are reportable.
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