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INDEPENDENT AUDITORS’ REPORT

Board of Commissioners
Highlands County Hospital District
Sebring, Florida

Report on the Financial Statements

We have audited the accompanying financial statements of the Highlands County Hospital District (the
District) as of and for the year ended September 30, 2020, and the related notes to the financial
statements, which collectively comprise the District’s basic financial statements as listed in the table of
contents.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

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

A member of
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Board of Commissioners
Highlands County Hospital District

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the District as of September 30, 2020, and the changes in its financial position and
its cash flows for the year then ended in accordance with accounting principles generally accepted in
the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
Management’s Discussion and Analysis on pages 3 through 5 be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required
by the Governmental Accounting Standards Board who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing
the information for consistency with management’'s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We do
not express an opinion or provide any assurance on the information because the limited procedures do
not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 25,
2021, 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, and grant agreements and other
matters. The purpose of that report is solely 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
effectiveness of the District’s internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering
the District’s internal control over financial reporting and compliance.

WMM L7
CliftonLarsonAllen LLP

Sebring, Florida
February 25, 2021
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HIGHLANDS COUNTY HOSPITAL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2020

The management of Highlands County Hospital District (the District) offers this narrative overview and
analysis of the financial activities of the District for the fiscal year ended September 30, 2020.

Financial Highlights
The following are key financial highlights for the fiscal year:

e The District’'s assets exceeded its liabilities at September 30, 2020 by $2,245,045 (net position).
Of this amount, $504,471 was invested in capital assets. As a result, $1,740,574 (unrestricted
net position) may be used to meet the District’s ongoing obligations.

e The District’s total net position increased by $174,520 from the prior year.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the District’'s basic financial
statements. The District is a stand-alone enterprise fund and, as such, engages in only business-type
activities. The District’s basic financial statements are described below:

The statement of net position presents information on all assets, liabilities, and net position. Over time,
increases or decreases in net position may serve as an indicator of whether the financial condition of
the District is improving or deteriorating.

The statement of revenues, expenses, and changes in net position presents information showing how
the District's net position changed during the fiscal year. All changes in net position are reported as
soon as the underlying event giving rise to the event occurs regardless of the timing of related cash
flows.

The cash flow statement presents all increases and decreases in cash and cash equivalents during the
fiscal year. This statement also includes a reconciliation of operating income (or loss) to net cash
provided (or used) by operating activities.

The notes to the financial statements provide additional information that is essential for a full
understanding of the data provided in the financial statements.

Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government’s financial
position. In the case of the District, assets exceeded liabilities by $2,245,045 as of September 30, 2020.

©)



HIGHLANDS COUNTY HOSPITAL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS

Financial Analysis (Continued)

Business - Type Activities
Current and Other Assets
Capital Assets

Total Assets

Current Liabilities
Long-Term Liabilities
Total Liabilities

Net Position:
Investment in Capital Assets

Unrestricted

Total Net Position

SEPTEMBER 30, 2020

Increase

2020 2019 (Decrease)
$ 4,952,597 $ 4,803,701 $ 148,896
504,471 620,369 (115,898)
5,457,068 5,424,070 32,998
454,315 431,967 22,348
2,757,708 2,921,578 (163,870)
3,212,023 3,353,545 (141,522)
504,471 620,369 (115,898)
1,740,574 1,450,156 290,418
$ 2,245,045 $ 2,070,525 $ 174,520

Total net position for the year ended September 30, 2020 increased by $174,520 during the current
year. Overall, net position is more than sufficient to accomplish the District's mission. The following
table details changes in net position during 2020 and 2019:

REVENUES
Operating:
Lease Revenue
Nonoperating:

Investment Income - Net of Expenses
Loss on Disposal of Capital Assets

Total Revenues

EXPENSES
Operating:

Administrative and Fiscal Services

Insurance
Depreciation
Contributions

Total Expenses

INCREASE IN NET POSITION
Net Position - Beginning of Year

NET POSITION - END OF YEAR

Increase

2020 2019 (Decrease)
$ 483,870 $ 483,870 $ -
116,730 145,448 (28,718)
- (132,694) 132,694
600,600 496,624 103,976
19,012 14,431 4,581
5,120 5,841 (721)
115,898 117,230 (1,332)
286,050 260,000 26,050
426,080 397,502 28,578
174,520 99,122 75,398
2,070,525 1,971,403 99,122
$ 2245045 $ 2,070,525 $ 174,520
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HIGHLANDS COUNTY HOSPITAL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2020

Financial Analysis (Continued)

Total revenues increased from the prior year by $103,976. Total expenses increased from the prior
year by $28,578. Key elements of these changes are as follows:

e Contributions expense increased $26,050 due to increased surplus funds to be used for
contributions to health care organizations.

e In the current year there was investment income, net of related expenses of $116,730, a
decrease of $28,718 from the prior year.

The only long-term liability of the District is unearned revenue. This primarily relates to debt assumed
by the lessee as part of the original lease agreement and is being amortized over the life of the lease.
There is a more detailed description of debt activity in the notes to the financial statements.

There were no increases in capital assets. The only activity was current year depreciation. There is a
more detailed description of capital asset activity in the notes to the financial statements.
Economic Factors and Next Year’s Budget
The District does not expect any significant changes in operations in the coming year. The District's
2021 budget was adopted on August 27, 2020.
Requests for Information
This financial report is designed to provide a general overview of the District’s finances for all those with
an interest in the government’s finances. Questions concerning budgets, long-term financial planning,
or questions related to the management of the District’s operations should be addressed to the District
Clerk:

Highlands County Hospital District

PO Box 1926
Sebring, FL 33871-1926

®)



HIGHLANDS COUNTY HOSPITAL DISTRICT
STATEMENT OF NET POSITION
SEPTEMBER 30, 2020

ASSETS

CURRENT ASSETS
Cash and Cash Equivalents
Investments, at Fair Value
Interest Receivable
Prepaid Insurance
Total Current Assets

CAPITAL ASSETS
Capital Assets Not Being Depreciated
Capital Assets Net of Accumulated Depreciation
Total Capital Assets

Total Assets
LIABILITIES

CURRENT LIABILITIES
Accounts Payable
Sales Tax Payable
Current Portion of Unearned Lease Revenue
Total Current Liabilities

LONG-TERM LIABILITIES
Unearned Lease Revenue - Less Current Portion

Total Liabilities
NET POSITION
Investment in Capital Assets

Unrestricted
Total Net Position

See accompanying Notes to Financial Statements.
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$

605,703
4,320,462
21,766
4,666

4,952,597

132,079
372,392

504,471

5,457,068

1,378
22,400
430,537

454,315

2,757,708

3,212,023

504,471
1,740,574

2,245,045




HIGHLANDS COUNTY HOSPITAL DISTRICT

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

YEAR ENDED SEPTEMBER 30, 2020

OPERATING REVENUES
Lease Revenue

OPERATING EXPENSES
Administrative and Fiscal Services
Insurance
Depreciation
Contributions

Total Operating Expenses

OPERATING INCOME
NONOPERATING REVENUES (EXPENSES)
Investment Income, Net of Investment Fees of $25,096
Total Nonoperating Revenues
CHANGE IN NET POSITION
Net Position - October 1, 2019

NET POSITION - SEPTEMBER 30, 2020

See accompanying Notes to Financial Statements.
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$ 483,870

19,012
5,120
115,898
286,050

426,080

57,790

116,730

116,730

174,520

2,070,525

$ 2,245,045




HIGHLANDS COUNTY HOSPITAL DISTRICT
STATEMENT OF CASH FLOWS
YEAR ENDED SEPTEMBER 30, 2020

CASH FLOWS FROM OPERATING ACTIVITIES

Cash Received from Lessee $ 342,400
Cash Payments to Suppliers for Goods and Services (24,255)
Cash Payments for Contributions (286,050)
Net Cash Provided by Operating Activities 32,095
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of Investment Securities (1,208,562)
Proceeds from Sale and Maturities of Investment Securities 1,050,630
Earnings on Investments 101,224
Fees for Investments (25,096)
Net Cash Used by Investing Activities (81,804)
NET DECREASE IN CASH AND CASH EQUIVALENTS (49,709)
Cash and Cash Equivalents - Beginning of Year 655,412
CASH AND CASH EQUIVALENTS - END OF YEAR $ 605,703
RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES
Operating Income $ 57,790
Adjustments to Reconcile Operating Income to Net Cash
Provided by Operating Activities:
Lease Revenue Amortization (163,870)
Depreciation 115,898
Increase in Prepaid Insurance (71)
Decrease in Accounts Payable (52)
Increase in Sales Tax Payable 22,400
Net Cash Provided by Operating Activities $ 32,095
NONCASH INVESTING, CAPITAL, AND FINANCING ACTIVITIES
Increase in Fair Value of Investments $ 40,905

See accompanying Notes to Financial Statements.
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NOTE 1

HIGHLANDS COUNTY HOSPITAL DISTRICT
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

The Board of Commissioners of the Highlands County Hospital District (the District) was
established pursuant to House Bill No. 77, Chapter 61-2232, enacted by the Legislature of
the state of Florida. This Bill created and incorporated a special district to be known as the
Highlands County Hospital District, which includes all of Highlands County. Prior to
October 1, 1990, the District was an independent special district. Effective October 1, 1990,
the District (as a result of changes in Florida Statutes) became a dependent special district
with respect to Highlands County. The District is not subject to federal and state income
taxes. The Highlands County Hospital District is governed by the District’'s Board of
Commissioners. Although the Commissioners are appointed by the Board of County
Commissioners of Highlands County, the District is not a component unit of the County
because the County is not financially accountable for the District. No potential component
units exist which would require consideration for inclusion in the District's financial
statements.

The reporting entity of the District includes the oversight responsibilities of the Hospital lease
described in Note 4.

Budgets and Budgetary Accounting

The District follows the procedures provided by Sections 129, 189, and 195, Florida Statutes
in establishing final budget balances.

The annual budgets serve as the legal authorization for expenditures. Expenditures cannot
legally exceed the total amount budgeted for each fund. All budget amendments, which
change the legally adopted total appropriation for a fund, are approved by the Board.
Appropriations lapse at year-end.

Budgets are adopted on a basis that does not differ materially from accounting principles
generally accepted in the United States of America.

The District’'s expenditures did not exceed the final adopted budget during the year ended
September 30, 2020.

Cash and Cash Equivalents

For purposes of the statement of cash flows, cash equivalents consist of highly liquid
investments with an initial maturity of three months or less. The carrying value of cash and
cash equivalents approximates fair value because of the short maturities of those financial
instruments.

©)



NOTE 1

HIGHLANDS COUNTY HOSPITAL DISTRICT
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Investments

The District measures and records its investments using fair value measurement guidelines
established by generally accepted accounting principles. These guidelines recognize a
three-tiered fair value hierarchy, as follows:

Level 1 — Quoted prices in active markets for identical assets
Level 2 — Significant other observable inputs

Level 3 — Significant unobservable inputs

Realized and unrealized gains and losses are reflected in the statement of revenues,
expenses, and changes in net position.

Money market investments are reported as cash equivalents at amortized cost.

Capital Assets

Capital assets are recorded at historical cost or acquisition value at date of donation.
Depreciation is computed using the straight-line method over estimated useful lives ranging
from 5 to 50 years.

Basis of Accounting

The District is accounted for as a single enterprise fund. Enterprise funds are used to
account for operations that are financed and operated in a manner similar to private
business enterprises, utilizing the flow of economic resources measurement focus. When
both restricted and unrestricted resources are available for use, it is the District’'s policy to
use restricted resources first, then unrestricted as needed.

The accrual basis of accounting is followed. Accordingly, revenue is recorded when earned
and expenses recorded when incurred.

The operating revenues result from exchange transactions associated with the principal
activity of the fund. Exchange transactions are those in which each party receives and gives
up essentially equal values. Nonoperating revenues, such as investment earnings, result
from nonexchange transactions or ancillary activities.

The basic financial statements required for enterprise funds by GASB 34 are a statement of

net position, a statement of revenues, expenses, and changes in net position and a
statement of cash flows.

(10)



NOTE 1

NOTE 2

HIGHLANDS COUNTY HOSPITAL DISTRICT
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Use of Estimates

The financial statements and related disclosures are prepared in conformity with accounting
principles generally accepted in the United States of America. Management is required to
make estimates and assumptions that affect the reported amounts of assets and liabilities at
the date of the financial statements, and revenue and expenses during the period reported.
Estimates and assumptions are reviewed periodically and the effects of revisions are
reflected in the financial statements in the period they are determined to be necessary.
Actual results could differ from the estimates.

DEPOSITS AND INVESTMENTS

Deposits
At September 30, 2020, the bank balances of the District’s deposits were $523,002.

A reconciliation to the amount shown as cash and cash equivalents on the statement of net
position is as follows:

Demand Deposits $ 523,002
Money Market 82,701

Total $ 605,703
Investments

The District's investment policy authorizes the District to invest in the Local Government
Surplus Funds Trust Fund (administered by the state of Florida), money market funds with
the highest credit quality rating from a nationally recognized rating agency, time deposits or
savings accounts in Florida qualified public depositories, and direct obligations of the U.S.
Treasury.

Investments consist of the following at September 30, 2020:

Fair Value Measurement Using

Level 1 Level 2 Level 3
Investments Fair Value Inputs Inputs Inputs
Debt Securities:
U.S. Treasury Notes $ 4320462 $ 4320462 $ - $ -

Debt securities classified in Level 1 of the fair value hierarchy are valued using prices
quoted in active markets for those securities.

(11)



NOTE 2

NOTE 3

HIGHLANDS COUNTY HOSPITAL DISTRICT
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020

DEPOSITS AND INVESTMENTS (CONTINUED)

Custodial Risk

Custodial credit risk is the risk that in the event of a failure of the counterparty, the District
may not be able to recover the value of its deposits and securities that are in the possession
of an outside party. The District’s interest bearing bank balance is collateralized pursuant to
Chapter 280, Florida Statutes. Under this Chapter, in the event of default by a participating
financial institution, a qualified public depository, all participating institutions are obligated to
reimburse the governmental entity for the loss. Cash equivalents were held in money market
accounts by two brokerage firms in the amount of $82,701. These money market funds are
either insured by the brokerage firm, SIPC or are collateralized by government securities.

Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the
value of an investment. The District limits interest rate risk by maintaining an investment
portfolio with maturities as follows:

Less than
Investment Type Fair Value 1 Year 1-5 Years Over 5 Years
U.S. Treasury Notes $ 4320462 $ 2234552 $ 2,085910 $ -

Credit Risk

Generally, credit risk is the risk that an issuer of a debt type investment will not fulfill its
obligations to the holder of the investment. This is measured by assignment of a rating by a
nationally recognized rating organization. U.S. government securities or obligations explicitly
guaranteed by the U.S. government are not considered to have credit risk exposure.

CAPITAL ASSETS

Capital asset activity for the year ended September 30, 2020 was as follows:

Balance Balance
October 1, September 30,
2019 Additions Deductions 2020

Capital Assets Not Being

Depreciated:

Land $ 132,079 $ - $ - $ 132,079
Capital Assets Being Depreciated:

Buildings and Improvements 10,433,326 - - 10,433,326
Less: Accumulated Depreciation:

Buildings and Improvements (9,945,036) (115,898) - (10,060,934)

Total Capital Assets, Net of
Accumulated Depreciation 488,290 (115,898) - 372,392

Business Type Capital Assets, Net $ 620,369 $ (115,898) $ - 9 504,471

(12)



NOTE 4

HIGHLANDS COUNTY HOSPITAL DISTRICT
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020

LEASE OF HOSPITAL

Effective August 1, 1985, the District (Lessor) entered into an agreement with Health
Management Associates, Inc. (HMA) (Lessee) to lease the Hospital premises (including all
real property, improvements, furniture, equipment, and all government licenses and permits)
for a period of 20 years.

HMA purchased the remaining assets, except for accumulated tax revenues, and assumed
all obligations of the District.

Unearned lease revenue (credit) has been recorded for the prepaid rent received from HMA
in the form of their assumption and the liquidation of District liabilities. Lease revenue will be
recognized in equal annual amounts during the lease term as unearned lease revenue is
amortized. Under the 1985 lease, additions could occur to the unearned lease revenue for
District-approved capital expenditures made by HMA.

Amounts recorded at September 30, 2020 in the accompanying financial statements as
property and plant represent the District’s investment in real property leased to HMA and its
sSuccessors.

On December 22, 1994 and effective January 1, 1995, the 1985 lease was amended and
restated (the Restated Lease). Among other things, the Restated Lease extended the term
of the 1985 lease to July 31, 2025, provided for annual lease payments of $320,000 to the
Lessor and set aside the Lessor’s obligations to repay prepaid rent in the event of early
termination of the lease.

On September 23, 2011, the restated lease was amended to include an additional $420,000
per quarter. The payments were discontinued after the June 15, 2013 payment.

On September 23, 2013, the restated lease was amended a second time to include an
additional $420,000 per quarter. The payments were discontinued after the June 30, 2014
payment.

On October 1, 2014, the restated lease was amended a third time to extend the term of the
lease for an additional two years, making the new termination date July 31, 2027. In the third
amendment, the Lessee agreed to pay the Lessor prepaid rent in the amount of $2,129,540
on or before October 15, 2014 (Extension Term Prepaid Rent).

The future minimum rentals under the noncancellable (except for events of default)
operating lease as of September 30, 2020 are as follows (including amounts provided in the
Restated Lease and amendments):

Unearned Total
Lease Revenue Lease
Year Ending September 30, Payment Amortization Revenue

2021 $ 320,000 $ 163,870 $ 483,870
2022 320,000 163,870 483,870
2023 320,000 163,870 483,870
2024 320,000 163,870 483,870
2025 - 136,558 136,558
Thereafter - 2,129,540 2,129,540
Total $ 1,280,000 $ 2,921,578 $ 4,201,578

(13)



NOTE 4

NOTE 5

HIGHLANDS COUNTY HOSPITAL DISTRICT
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020

LEASE OF HOSPITAL (CONTINUED)

The annual lease term is August 1 to July 31. As of September 30, 2020, current unearned
lease revenue includes an additional $266,667 for the remaining 10 months of the annual
$320,000 lease payment that is still unearned.

RISK MANAGEMENT

The District is exposed to various risks of loss related to torts, theft of, damage to, and
destruction of assets; errors and omissions; and natural disasters. The District purchases
commercial insurance coverage relating to property, general liability, and public officials.
The District is liable for deductibles on certain coverage. Insurance settlements have not
exceeded the District’s insurance coverage in any of the most recent three fiscal periods.

(14)
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INDEPENDENT AUDITORS’ 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 Commissioners
Highlands County Hospital District
Sebring, Florida

We have audited, in accordance with the 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 financial statements of the Highlands
County Hospital District (the District), as of and for the year ended September 30, 2020, and the related
notes to the financial statements, which collectively comprise the District’'s basic financial statements,
and have issued our report thereon dated February 25, 2021.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the District’s internal
control over financial reporting (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 the District’s internal control. Accordingly,
we do not express an opinion on the effectiveness of the District’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 the entity’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 or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

A member of
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Board of Commissioners
Highlands County Hospital District

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements are free
from 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
District’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the District’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

WMM L7
CliftonLarsonAllen LLP

Sebring, Florida
February 25, 2021
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MANAGEMENT LETTER

Board of Commissioners
Highlands County Hospital District
Sebring, Florida

Report on the Financial Statements

We have audited the financial statements of the Highlands County Hospital District (the District), as of
and for the fiscal year ended September 30, 2020, and have issued our report thereon dated
February 25, 2021.

Auditors’ Responsibility

We conducted our audit 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 Chapter 10.550, Rules of the Auditor
General.

Other Reporting Requirements

We have issued our Independent Auditors’ 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, and Independent Accountants’ Report on an examination
conducted in accordance with AICPA Professional Standards, AT-C Section 315, regarding compliance
requirements in accordance with Chapter 10.550, Rules of the Auditor General. Disclosures in those
reports, which are dated February 25, 2021, should be considered in conjunction with this management
letter.

Prior Audit Findings
Section 10.554(1)(i)1., Rules of the Auditor General, requires that we determine whether or not

corrective actions have been taken to address findings and recommendations made in the preceding
financial audit report. There were no recommendations made in the preceding financial audit report.

Official Title and Legal Authority

Section 10.554(1)(i)4., Rules of the Auditor General, requires that the name or official title and legal
authority for the primary government and each component unit of the reporting entity be disclosed in
this management letter, unless disclosed in the notes to the financial statements. The reporting entity
contains no component units. See Note 1 in the notes to the financial statements.

A member of
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Board of Commissioners
Highlands County Hospital District

Financial Condition and Management

Section 10.554(1)(i)5.a. and 10.556(7), Rules of the Auditor General, require us to apply appropriate
procedures and communicate the results of our determination as to whether or not the District has met
one or more of the conditions described in Section 218.503(1), Florida Statutes, and to identify the
specific condition(s) met. In connection with our audit, we determined that the District did not meet any
of the conditions described in Section 218.503(1), Florida Statutes.

Pursuant to Sections 10.554(1)(i)5.b. and 10.556(8), Rules of the Auditor General, we applied financial
condition assessment procedures for the District. It is management’s responsibility to monitor the
District’'s financial condition, and our financial condition assessment was based in part on
representations made by management and review of financial information provided by the same.

Section 10.554(1)(i)2., Rules of the Auditor General, requires that we communicate any
recommendations to improve financial management. In connection with our audit, we did not have any
such recommendations.

Special District Component Units

Section 10.554(1)(i)5.c., Rules of the Auditor General, requires, if appropriate, that we communicate the
failure of a special district that is a component unit of a county, municipality, or special district, to
provide the financial information necessary for proper reporting of the component unit within the audited
financial statements of the county, municipality, or special district in accordance with
Section 218.39(3)(b), Florida Statutes. The District contains no special district component units.

Additional Matters

Section 10.554(1)(i)3., Rules of the Auditor General, requires us to communicate noncompliance with
provisions of contracts or grant agreements, or abuse, that have occurred, or are likely to have
occurred, that have an effect on the financial statements that is less than material but which warrants
the attention of those charged with governance. In connection with our audit, we did not note any such
findings.

Purpose of this Letter

Our management letter is intended solely for the information and use of the Legislative Auditing
Committee, members of the Florida Senate and the Florida House of Representatives, the Florida
Auditor General, federal and other granting agencies, the District’'s Commissioners and applicable
management and is not intended to be, and should not be, used by anyone other than these specified
parties.

WMM L7
CliftonLarsonAllen LLP

Sebring, Florida
February 25, 2021
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INDEPENDENT ACCOUNTANTS’ REPORT

Board of Commissioners of the Highlands County Hospital District
and the Florida Auditor General
Sebring, Florida

We have examined the Highlands County Hospital District's (the District) compliance with
Section 218.415, Florida Statutes, regarding the investment of public funds during the year ended
September 30, 2020. Management of the District is responsible for the District's compliance with the
specified requirements. Our responsibility is to express an opinion on the District’'s compliance with the
specified requirements based on our examination.

Our examination was conducted in accordance with attestation standards established by the American
Institute of Certified Public Accountants. Those standards require that we plan and perform the
examination to obtain reasonable assurance about whether the District complied, in all material
respects, with the specified requirements referenced above. An examination involves performing
procedures to obtain evidence about whether the District complied with the specified requirements. The
nature, timing, and extent of the procedures selected depend on our judgment, including an
assessment of the risks of material noncompliance, whether due to fraud or error. We believe that the
evidence we obtained is sufficient and appropriate to provide a reasonable basis for our opinion.

Our examination does not provide a legal determination on the District’'s compliance with specified
requirements.

In our opinion, the District complied, in all material respects, with Section 218.415, Florida Statutes,
regarding the investment of public funds during the year ended September 30, 2020.

This report is intended solely for the information and use of the District and the Auditor General, State

of Florida and is not intended to be, and should not be, used by anyone other than these specified
parties.

WMM L7
CliftonLarsonAllen LLP

Sebring, Florida
February 25, 2021
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