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INDEPENDENT AUDITORS' REPORT ON SCHEDULE OF
EXPENDITURES OF FEDERAL AWARDS

To the Board of Directors
E A Hawse Health Center, Inc
Baler, West Virginia

We have audited the accompanying statement of financial position of E A Hawse Health Center, Inc {a
nonprofit organization) as of May 31, 2009, and the related statements of activities and cash flows for the vear then
ended These financial statements are the responsibility of the Organization's management Our responsibility is to
express an opinion on these basic financial statements based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of
Americaand the standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptrolier General of the United States, and Office of Management and Budget (OMB) Circular A-133,
Auedits of States, Local Governments, and Non-Profit Organizations Those standards and OMB Circular A-133
1equite that we plan and perform the audit to obtain 1easonable assurance about whether the financial statements
are free of material misstatement An audit includes examining, on a test basis, evidence supporting the amounts
and disclosuies in the financial statements  An audit also includes assessing the accounting principies used and
significant estimates made by mmanagement, as well as evaluating the overall financiai statement presentation  We
belteve that our audit provides a reasonable basis for our opinion

{nour opinion, the financial statements 1eferied to above present fairly, in all material respects, the financial
position of E A Hawse Health Center, Inc as of May 31, 2009, and the changes in its net assets and its cash flows
for the year then ended in conformity with accounting principles generally accepted in the United States of
America

In accordance with Government Auditing Standards, we have also issued our 1eport dated December 18,
2009, on ow consideration of E A Hawse Health Center’s inteinal control over financial reporting and on our tests
of its compliance with certain provisions of laws, reguiations, contracts, and grant agreements and other matters
The pwpose of that report is to describe the scope of our testing of internal contro! over financial reporting and
compliance and the results of that testing and not to provide an opinion on the internal centrol over financial
reporting or on compliance That:eportis an integral part of an audit performed in accordance with Government
Auditing Standar ds and should be considered in assessing the results of our audit

Oui audit was conducted feor the purpose of forming an opinion on the basic financial statements of B A
Hawse Health Center, Inc  The accompanying schedule of expenditures of federal awards is presented for
puposes of additional analysis as required by U 8§ Office of Management and Budget Circular A-133, Audits of
States, Local Governments, and Non-Profit Grganizations, and is not a required part of the basic financial
statements Such information has been subjected to the auditing proceduies applied in the audit of the basic
financial statements, and, in cw opinion, is fairty stated, in all material 1espects, in relation to the basic financial
statements taken as a whole

: £
il .
P AT RN ST AU S

Cumberland, Maryland T
December 18, 2009



EA HAWSE HEALTH CENTER, INC

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year Ended May 31, 2009

Fedeial Grantor Catalog of
Pass-Through Giantol Federal Domestic
Progzam Title Assistance Number Expenditures
U S Department of Health and Human Services:
Community Health Centers Program* 93224 $648,672
ARRA - Increase Services to Health Centers 93 703 $14,837
TOTAL FEDERAL AWARDS 663,509

* Tested as a major ptogiam

See Notes to Schedule of Expenditures of Federal Awards
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E.A HAWSE HEALTH CENTER, INC.

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

NOTE | - BASIS OF PRESENTATION

The schedule of expenditures of federal awards is prepated on the accrual basis
of accounting in accordance with generally accepted accounting principles.

NOTE 2 - FISCAL PERIOD AUDITED

Single audit testing procedures were performed for program transactions
occurring during the fiscal year ended May 31, 2009

NOIE3- EIXED ASSETS

Purchases of fixed assets from Federal awards are recorded as a Federal
expenditure  This is not consistent with Generally Accepted Accounting Principles
(GAAP)

(See Independent Auditors’ Report on the Schedule of Expenditures of Federal Awards)
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REPORT ON INTERNAL CONIROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
E A Hawse Health Center, Inc
Baker, West Viaginia

We have audited the financial statements of E A Hawse Health Center, Inc (a nonprofit
organization) as of and for the year ended May 31, 2009, and have issued out 1eport thereon dated
December 18, 2009 We conducted owr 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, 1ssued by the Comptroller General of the United States

Internal Control Over Financial Reporting

In planning and performing owr audif, we considered E A Hawse Health Center, Inc's
mternal control over financial reporting as a basis of 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 E A Hawse Health Center, Inc °s internal control over financial
reporting  Accordingly, we do not expiess an opinion on the effectiveness of the Organization’s
internal control over financial 1eporting

Our consideration of internal contiol over financial 1eporting was for the limited purpose
described in the preceding paragraph and was not designed to identify all deficiencies in internal
control over financial reporting that might be significant deficiencies or material weaknesses and
therefore, there can be no assurance that all deficiencies, significant deficiencies, or material
weaknesses have been identified However, as desciibed in the accompanying schedule of findings
and questioned costs, we identified certain deficiencies in internal contiol over financial reporting
that we consider to be a material weakness and significant deficiency

A deficiency n internal conmrol exists when the design or operation of a conirol does not
allow management or employees, in the normal cowse of performing their assigned functions, to
prevent or detect misstatements on a timely basis A material weakness 1s a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a

-4 -



material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected on a timely basis We consider the deficiency described in the accompanying schedule of
findings and questioned costs as 1eference number 2009-1 to be a material weakness

A sigrificant deficiency is a deficiency, or a combination of deficiencies, in internal control
that 1s less severe than a material weakness, yet important enough to merit attention by those charged
with governance We consider the deficiencies desciibed in the accompanying schedule of findings
and questioned costs as 1eference numbers 2009-1 and 2009-2 to be significant deficiencies

Compliance and Other Matters

As part of obtaining reasonable assurance about whether & A Hawse Health Center, Inc's
financial statements are fiee of material misstatement, we perfoimed 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 ow
audit, and accordingly, we do not express such an opinion The 1esults of ow tests disclosed an
instance of noncompliance or other matter that is required to be reported under Government
Auditing Standards and which is described in the accompanying schedule of findings and
questioned costs as itemn 2009-3

We noted certain matters that we 1eported to management of E A Hawse Health Center, Inc
in a separate letter dated December 18, 2009

E A Hawse Health Center, Inc ’sesponse to the findings identified in our audit is desczibed
in the accompanying schedule of findings and questioned costs We did not audit E A Hawse
Health Center, Inc s response and, accordingly, we express no opinton on it

This report is intended solely for the information and use of the audit committee,

management, others within the organization and federal awarding agencies and pass-through entities
and 15 not intended to be and should not be used by anyone other than these specified parties

Cumbetrland, Maryland
December 18, 2009

DHHR - Finance
MAR 1 8 2010

Date Receivsd -5-
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE
TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Directors
E A Hawse Health Centel, Inc
Baker, West Virginia

Compliance

We have audited the compliance of F A Hawse Health Center, Inc (a non-profit
organization) with the types of compliance requitements described in the U.S. Office of
Management and Budget (OMB) Circular A-133 Compliance Supplement that are applicable to
each of its major federal programs for the year ended May 31, 2009 E A Hawse Health Center,
Inc's major federal programs are identified in the summary of auditor's results section of the
accompanying schedule of findings and questioned costs Compliance with the 1equizements of laws,
regulations, contracts, and grants applicable to each of its major federal programs is the
responsibility of E A Hawse Health Center, Inc 's management Our responsibility is to express an
opinicn on E A Hawse Health Center, Inc 's compliance based on our audit

We conducted owr 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 Comptioller General of the United States; and OMB
Cirenlar A-133, Audits of States, Local Governments, and Non-Profit Organizations Those
standards and OMB Circular A-133 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 occurted  An audit includes
examining, on a test basis, evidence about E A Hawse Health Centes, Inc 's compliance with those
requirements and performing such other procedures as we considered necessary in the ciicumstances

We beheve that our audit provides a reasonable basis for our opinion  Our andit does not provide a
legal determination of E A Hawse Health Center, Inc 's compliance with those 1equitements

In our opinion, E A Hawse Health Center, Inc complied, in all material respects, with the
requirements referred to above that are applicable to each of its majo1 federal programs for the year
ended May 31, 2009 However, the results of our auditing procedures disclosed an instance of
noncompliance with those 1equirements, which are required to be reported in accordance with OMB
Circular A-133 and which is described in the accompanying schedule of findings and questioned

costs as 1item 2009-3
-6 -



Internal Control Over Compliance

The management of E A Hawse Health Center, Inc is responsible for establishing and
maintaming effective inteinal contiol over compliance with the requizements of laws, 1egulations,
contracts, and grants applicable to fedexzal programs In planning and performing our audit, we
consideted &2 A Hawse Health Center, Inc 's internal control over compliance with requirements that
could have a direct and material effect on a major federal program in order to determine our auditing
procedures for the purpose of expressing ow opinion on compliance, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance Accerdingly, we do
not express an opinion on the effectiveness of & A Hawse Health Center, Inc ’s internal contiol over

compliance

Our consideration of internal control over compliance was for the limited purpose described
in the preceding paragraph and would not necessarily identify all deficiencies in the entity’s internal
contiol that might be significant deficiencies o1 material weaknesses as defined below However, as
discussed below, we 1dentified certain deficiencies in internal control over compliance that we
considel to be significant deficiencies and others that we consider to be material weaknesses

A confrol deficiency in an entity’s internal control over compliance exists when the design o
operation of a control does not allow management or employees, in the normal course of performing
thelr assigned functions to prevent or detect noncompliance with a type of compliance requirement
of a federal program on a tumely basis A significant deficiency 1s a control deficiency, or
combination of control deficiencies, that adversely affects the entity’s ability to administer a federal
program such that there 1s more than a remote likelihood that noncompliance with a type of
compliance :equitement of a federal program that is more than inconsequential will not be prevented
or detected by the entity’s internal contiol We consider the deficiency in internal contiol over
complhance described in the accompanying schedule of findings and questioned costs as itern 2009-1
to be a significant deficiency

A material weakness 1s a significant deficiency, or combination of significant deficiencies,
that results in more than a 1temote likelihood that material noncompliance with a type of compliance
requirement of a federal program will not be prevented or detected by the entity’s internal control
Of the significant deficiencies in internal control over compliance desciibed in the accompanying
schedule of findings and questioned costs, we consider item 2009-1 to be a material weakness

Schedule of Expenditures of Federal Awards

We have audited the basic financial statements of E A Hawse Health Center, Inc as of and
for the year ended May 31, 2009, and have 1ssued our repoit thereon dated December 18,2009 Owr
audit was performed for the purpose of forming and opinion on the basic financial statements taken
asawhole Theaccompanying schedule of expenditures of federal awards 1s presented for purposes
of additional analysis as required by OMB Circular A-133 and is not a required part of the basic

-7 -




financial statements Such information has been subjected to the auditing procedutes applied in the
audit of the basic financial statements and, in our opinion, is fanly stated, in all material 1espects, in
relation to the basic financial statements taken as a whole

E A Hawse Health Center, Inc ’s tesponses to the findings identified in our audit are
described in the accompanying schedule of findings and questioned costs We did not audit & A
Hawse Health Center Inc ’s 1esponse and, accordingly, we express no opinion on it

This 1eport is intended solely for the information and use of the audit committee,
management, others within the organization and federal awarding agencies and pass-through entities
and 1s not intended to be and should not be used by anvone other than these specified parties

Cumberland, Maiyland
Decembe: 18, 2009



E A HAWSE HEALTH CENTER, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended May 31, 2009

SUMMARY OF AUDITORS' RESULIS

The Independent Aunditors’ Report on the financial statements of E A Hawse Health
Center, Inc as of and for the year ended May 31, 2009 was an unqualified opinion

The audrt of the financial statements disclosed two significant deficiencies in internal
comntrol, one which is considered to be a material weakness, and 1s reported in the Report on
Internal Contzol over Financial Reporting and on Compliance and Other Matters Based on an
Audit of the Financial Statements Performed in Accordance with Government Auditing
Standards See 2009-1 and 2009-2

The audit disciosed one instance of noncompliance and is reported in the 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 See 2009-3

The Independent Auditors' Report on compliance with requirements applicable to
each major federal program for the year ended May 31, 2009 was an unqualified opinion

One significant deficiency in internal control over major federal awaid programs was
disclosed during the audit and reported in the Repo:t on Compliance with Requirements
Applicable to Each Major Program and on Internal Contiol Over Compliance in Accordance
with OMB Circular A-133 See 2009-1 This is also considered a material weakness

The audit disclosed one finding, which we are required to 1eport under section 510(a)
of OMB Circular A-133 1egatding noncompliance See 2009-3

Community Health Centers Program, CEDA # 93 224, entitled “Health Center
Cluster,” was tested as a major program and all findings 1eported ate in 1eference to this
grant The grant number 1s SH80CS00563-07-00

The threshold for distinguishing between Type A and Type B programs was $300,000
expended for the year ended May 31, 2009

The Organization did not qualify as a low-risk auditee

-9



EA HAWSE HEALTH CENTER, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended May 31, 2009

II FINDINGS AND QUESTIONED COSTS — FINANCIAL STATEMENT AUDIT

A Material Weakness in Internal Control

2009-1 Inadequate Design of Internal Control over Financial Reporting

Criteria: The Organization should have a system of intetnal controls adequately
designed to prepare complete and accurate financial statement disclosuies in
accordance with generally accepted accounting principles

Condition: The Organization has not adequately assessed 1isk over the
preparation of financial statement disclosures

Effect: Material financial statement disclosures could be inaccwate or omitted
fiom the financial statements

Recommendation: We recommend the Oiganization design a system of internal
controls that properly assess 1isk over the preparation of financial statement
discloswes to ensure they are accurate and complete in accordance with generally

accepted accounting principles

Response: E A Hawse Health Center has restructured its Finance Department
and will enter into a contract with an independent accounting firm to provide
assistance with accounting functions to include: consultation on 1outine questions
regarding certain transactions and their proper entry; annual review and
adjustments of transactions affecting the geneial ledger; preparation of our audit
ready vear end financial statements

B Significant Deficiency in Internal Contiol

2

2009-2 Inadequate Design of Internal Control over Payroll Activities

Criteria:  The Organization should have a system of internal controls designed
that has an adequate level of segregation of duties over the payroll functions

Condition: The Organization does not have proper segregation of duties in

regards to proper accrual and payment of sick and vacation time
-10 -



E.A HAWSE HEALTH CENTER, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended May 31, 2009

B Significant Deficiency in Internal Control (Continued)

2 2008-2 Inadequate Design of Internal Control over Payroll Activities

Effect: The CFO of the Organization was able to adjust her vacation and sick
time accruals and pay herself extra hows that she did not earn

Response: The Organization accepts the finding The Organization discovered
the fraud through an internal investigation and terminated the employee
Additional controls have been implemented to prevent unauthoiized vacation and

sick time accruals

C Noncompliance with the Provisions of Giant Agieements Related to a Major Program

3 2009-3 Noncompliance Regarding Federal Poverty Guidelines

Criteria: The Health Center Cluster grant requires the Organization to base its
sliding fee scale billings on Federal Poverty Guidelines

Condition: The Organization did not update their sliding fee scale according to
the 2009 Federal Poverty Guidelines The Federal Poverty Guidelines are updated
in January every yvear The Organization continued to use its sliding fee scales
based upon the 2008 rates through its year end

Effect: I'he Organization could be billing its lower income clients moie than
permitted by the Health Center Clusters grant

Recommendation: The Organization should closely monitor changes in Fedeial
Poverty Guidelines and adjust its sliding fee scale accordingly

S11 -



E.A HAWSE HEALTH CENTER, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended May 31, 2009

C  Noncompliance with the Provisions of Grant Agieements Related to a Major Program
(Continued)

3 2009-3 Noncompliance Regarding Federal Poverty Guidelines

Response: E A Hawse Health Center updates 1ts sliding fee scale on an annual
basis concurrent with their publication in Federal Register but typically in April
each year In 2009 ow sliding fee scale was not updated with the new poverty
levels until November due to phasing out our multi-level 2008 sliding fee scale
which timed out in November 2009 In November 2008 (midyear), with the
approval of E A Hawse Health Center Board of Directors, the 2008 sliding fee
scale was updated using new minimums and income categories Because the
patient sliding fee applications could be approved for one year, it was decided to
defer the poverty guideline update to November 2009 when all approved
applications under the old methodology would be timed out

HRSA Guidelines/Program Requirements under Section 330(k)}G) of the Public
Health Sexvices Act and regulations under 45 CFR, Part 51¢ 303(f), and the
Catalog of Federal Domestic Assistance 93 244 do not require that a grantee
update their sliding fee discount policy in January of each year We therefore feel
that this finding is unwarranted Every year with the exception of 2009 our
sliding fee scale has been updated in accordance with B A Hawse Health Center’s
policy Ihe reasoning behind this delay was the increased possibility for er1ois by
staff in calculating patient payments with two sepairate methods in effect during
the same time period In 2010 the sliding fee scale policy update of the new
poverty guidelines will occut on tirne 1n Apiil

212 -



EA HAWSE HEALTH CENTER, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended May 31, 2009

I FINDINGS AND QUESTIONED COSTS - MAJOR PROGRAM AUDIT

A Material Weakness in Internal Contiol

i 2009-1 Inadequate Design of Internal Control over Financial Reporting

Criteria: The Ozganization should have a system of intermal contiols adequately
designed to prepare complete and accurate financial statement disclosuzes in
accordance with generally accepted accounting principles

Condition: The Organization has not adequately assessed risk over the
preparation of financial statement disclosmes

Effect: Material financial statement disclosutes could be inaccurate or omitted
from the financial statements

Recommendation: We recommend the Organization design a system of internal
controls that propeily assess risk over the preparation of financial statement
disclosures to ensure they are accurate and complete 1n accordance with generally

accepted accounting principles

Response: E A Hawse Health Center has restructured its Finance Department
and will enter into a contract with an independent accounting firm to provide
assistance with accounting functions to include: consultation on routine questions
regarding certain transactions and their proper entry; annual review and
adjustments of transactions affecting the general ledger; preparation of our audit
ready vear end financial statements

B Noncompliance with the Provisions of Grant Agreements Related to a Major Piogiam

2 2009-3 Noncompliance Regaiding Federal Poverty Guidelines

Criteria: The Health Center Cluster grant requires the Organization to base its
sliding fee scale billings on Federal Poverty Guidelines

213 -



E A HAWSE HEALTH CENTER, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended May 31, 2009

C Noncompliance with the Provisions of Grant Agreements Related to a Major Program

2

{Continued)

2009-3 Noncompliance Regarding Federal Poverty Guidelines

Condttion: The Organization did not update their sliding fee scale according to
the 2009 Federal Poverty Guidelines The Federal Poverty Guidelines are updated
in January every year The Organization continued to use its sliding fee scales
based upon the 2008 rates through its year end

Effect: The O1ganization could be billing its lower income clients more than
peumitted by the Health Center Clusters grant

Recommendation: The Ozganization should closely monitor changes in Federal
Poverty Guidelines and adjust its sliding fee scale accordingly

Response: E A Hawse Health Center updates its sliding fee scale on an annual
basis concurrent with their publication in Federal Register but typically in April
each year In 2009 owr sliding fee scale was not updated with the new poverty
levels until November due to phasing out our multi-levei 2008 sliding fee scale
which timed out in November 2009 In November 2008 (midyear), with the
approval of E A Hawse Health Center Board of Dizectors, the 2008 sliding fee
scale was updated using new minimums and income categoties Because the
patient sliding fee applications could be approved for one yeai, it was decided to
defer the poverty guideline update to November 2009 when all approved
applications under the old methodology would be timed out

HRSA Guidelines/Program Requitements under Section 330(k)(G3) of the Public
Health Services Act and regulations under 45 CFR, Pait S1c 303(f), and the
Catalog of Federal Domestic Assistance 93 244 do not require that a grantee
update their sliding fee discount policy in January of each year We therefore feel
that this finding is unwarranted Every year with the exception of 2009 our
sliding fee scale has been updated in accordance with E A Hawse Health Center’s
policy The reasoning behind this delay was the increased possibility for errors by
statf in calculating patient payments with two separate methods in effect dwing
the same time period In 2010 the sliding fee scale pelicy update of the new
poverty guidelines will occur on time in April

-14-



E A HAWSE HEALTH CENTER, INC.

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
Year Ended May 31, 2009

Material Weakness in Internal Control

1 2008-1 Inadequate Design of Internal Control over Financial Reporting

Critezia: The Organization should have a system of internal controls adequately
designed to prepate complete and accurate financial statement disclosures in
accordance with generally accepted accounting principles

Condition: The Organization has not adequately assessed 1isk over the
preparation of financial statement disclosuzes

Effect: Material financial statement disclosuies could be inaccurate or omitfed
from the financial statements

Recommendation: We recommend the Otganization design a system of internal
controls that properly assess 1isk over the preparation of financial statement
disclosuies to ensure they are accurate and complete in accordance with generally
accepted accounting piinciples

-15-
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INDEPENDENT AUDITORS' REPORT

To the Board of Directois
E A Hawse Health Center, Inc
Bakei, West Viiginia

We have audited the accompanyingstatements of financtal position of E A Hawse Health Center, [ne (a
nonprefit organization) as of May 31, 2009 and 2008, and the related statements of activities and cash flows for the
vears then ended These financial statements are the responsibility of the Organization's managemeni  Our
tesponsibility 1s To express an apinion on these financial statements based on our audit

We conducted our audit in accardance with auditing standards genetally accepted in the United States of
America and the standards applicabie te financial audits contained in Government Audiiing Standar ds, issued by
the Comptiotler General of the United States  Those standards tequire that we plan and peiform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement  An audit includes
gxamining, 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

oul opinion

In owr opinion, the financial statements :efetied to above present fairly, in all material respects, the
financial position of E A Hawse Health Center, Inc as of May 31, 2009 and 2008, and the changes in its net assets
and its cash flows for the years then ended in conformity with accounting principles generally accepted in the
United States of America

In accordance with Government Auditing Standards, we have also issued our report dated December 18,
2009, on our consideration of E A Hawse Health Center Inc 's internal control over financial reporting and on our
tests of its compliance with cerfain provisions of laws, regulations, contracts and grant agreements and othet
matters  The purpose of that teport is to desciibe the scope of owr testing of internal contral over financial
teporting o1 on compliance That:eport is an integral part of an audit performed in accordance with Govermment
Auchiting Standards and should be considered in assessing the results of our audit

Our audit was conducted for the puipose of forming an opinion on the basic financial statements of E A
Hawse Health Center, Inc taken as a whoie The schedule of awards is presented for purposes of additional
analysis and is not a required part of the financial statements of the Organization Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, s
fairly stated, in all mateiial respects, in telation to the basic financial statements taken as a whole
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Cumberland, Maryland néé

December 18, 2009




EA HAWSE HEALTH CENIER, INC

STATEMENIS OF FINANCIAL POSTTION
May 31, 2009 and 2008

2009 2008
ASSETS
CURRENT ASSETS
Cash and cash equivalents $179 711 $410,319
Investments 9,600 9600
Accounts receivable less allowance for doubtful accounts of $63 280 353,197 520,575
Grarts receivable 15,837 3,200
Miscellaneous cther 1ecervables 12,966 27,936
[nventory 82,386 82,386
Prepaid expenses 12,640 - 15,280
Total Cutrent Assets 668,338 1,069,296
PROPERTY, PLANT AND EQUIPMENT
Net of accumulated depreciation 1,934,764 1,810,714
OTHER ASSEIS
Loan fees, net of accumulated amortization 2,548 [0}
TOTAL ASSETS $2,603,650 52,880,010
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts payable 333136 548 8§29
Accrued Liabilities 103,280 120,177
Grant liabilities 37,630 63395
Current portion of long term debt 24,935 21,248
Total Current I iabilities 198,981 253,649
LONG TERM LIABILITIES
Deferred 1evenue 28,800 25,200
2004 Constiuction loan payable 258,002 261,299
2007 Construction loan payable 535,114 481,303
Capital lease, less cunent portion 6,267 8,903
Total Long Term Liabilities 828,183 780 703
Total Liabilities 1,027,163 1,034,334
NET ASSETS
Unrestiicted 1,535,448 1776 852
Restricted 43,039 68,804
Total Net Assets 1,578,487 1,843,656
TOTAL LIABILITIES AND NET ASSETS $2,60:5,650 $2,880,010

(See accompanying notes and Independent Auditors Report)
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Revenues, gains, and other support
MNet patient service revenue
Federal government grants
State government grants
Other grant revenue
Miscelianeous income
Donated pharmaceuticals
MNet assets released from restrictions, used for operations

Total Support and Revenue

Expenses
Salaries & wages
Emplovee benefits
Medical and dental supphes
Lab expense
Postage
Tezlephone
Advertising
Travel
Consulting
Conference / dues / publications / licenses
Lnsurance
Medicaid provider taxes
Equipment rental
Utilities / wasle removal
Maintenance and repairs
Minor eguipment
Vehicle expense
AmOrtizaton expense
Depreciauion expense
Bad debt expense
Interest expense
Donated pharmaceuticals
Loss on asset disposal
Electronic health records
Other expenses

Total Expenses

Change 1n net assets

NET ASSETS, beginning of vear

MET ASSETS, end of year

A s

E.A. HAWSE HEALTH CENTER, INC.

STATEMENTS OF ACTIVITIES
For the Years Ended May 31, 2009 and 2008

2009

Temporartly

2008

Temporariy

Unrestricted Restricied Total Unrestricted Restricied Total
b3 2.682488 2,682,488 % 2,934.942 ;) 2.934 942
£ 663 509 663,509 $ 647261 647261
288,942 288.942 293 140 293.140
73966 73,966 58,950 58.950
44 920 44.920 64 158 64158
1,023 858 1.023 958 871.515 871513
1,052 182 (1,052 182) 0 1.000,550 (1,000,590}
4,803,547 (25 765) 4777 782 4 871,204 {1,239 4 869,965
2,254 085 2.254,085 2,281 816 2,281.815
252,321 252,321 2243106 224 106
502 484 302484 502.259 502 259
423.784 423,784 389.774 389774
20,494 20494 16.860 15 860
24,868 24 B68 21.859 21,859
7061 7,61 9451 9,451
9.807 9.807 7409 7,409
13630 13.6350 29942 29.942
23,760 23,760 38454 38.454
13,288 13.288 22,225 22,225
8264 8.264 12.372 12,372
8021 8.021 5238 5238
32,541 32.541 26.576 26.574
76.284 76.284 66 473 66,473
16,042 16042 10,885 10,883
1453 1.453 404 1 404
88 88 0 0
131,466 131,466 122,518 122 518
97175 97175 105.701 105701
57 444 57444 37,847 37 847
1,023 958 1023958 871515 871515
0 g 4539 4539
273350 27.330 0 0
19,164 19,164 19,939 19 939
5.044 552 5,044 952 4829 161 4,829 161
(241 404} (25,7654 {267.16%9) 42,044 {1,239 40.805
1,776,852 68,804 1 845656 1,734 808 70,043 1.804 851
3 1,535,448 3 43,039 5 1578487 b 1,776,852 M 68,804 $ 1845 050

(See accompanying notes and Independant Auditors' Repont)
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E.A HAWSE HEALTH CENIER, INC

STATEMENTS OF CASH FLOWS
Years Ended May 31, 2009 and 2008

2009 2008
CASHFLOWS FROM OPERATING ACTIVITIES
Change in net assets 3 (207,169) $ 40,805
Adjustments to reconcile change in net assets to net cash
provided by/{used in) operating activities
Loss on disposal of property, plant and equipment 1] 4,539
Depreciation 131,466 122,518
Amortization 88 0
Change in:
Accounts receivable 165,378 (53,829
Grants recejvable (12,637) (1,700)
Othet miscellaneous receivables 14,969 (21,453)
laventories 0 (19,996)
Prepaid expenses 2,640 (6,436)
Accounts payable (15,693} 23,826
Accrued liabilities (16,897) (77,023)
Deferied 1evenue (400) (400}
Grant liabilities L {25,765) {1,239)
Net cash provided by/(used in} operating activities (24,020) - 9,612
CASHFLOWS TROM INVESTING ACTIVITIES
Purchase of property, plant and equipment {255,516) (527,891)
Net cash used in investing activities (255,516) (327,891)
CASHFLOWS FROM FINANCING ACTIVITIES
Proceeds fiom construction loan 69,105 490,895
Payments on building loans (17,759) (18,086)
Payments on capital lease (2,418) (1,989)
Net cash provided by financing activities 48,928 470,820
Net decrease in cash and cash equivalents (230,608) (47,459)
Beginning cash and cash equivalents 410,319 457,778
Ending cash and cash equivalents s 179,711 $ 410,319
Interest Paid 3 57,444 3 37,847

(See accompanying notes and Independent Auditors’ Report)
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E.A HAWSE HEALTH CENTER, INC.

NOTES TO FINANCIAL STATEMENTS

NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES

Nature of Activities

I A Hawse Health Center, Inc (the Organization) is a non-profit corporation
organized under the laws of the State of West Virginia for the purpose of operating a
community health center to provide health care to arearesidents The Organization is
exempt from income taxes under Section 501(c){3) of the Internal Revenue Code and
similar sections of the state statutes The Organization has been classified by the
Internal Revenue Service as a non-profit corporation

Significan{ Accounting Policies

Use of Estimates

Management uses estimates and assumptions in preparing financial statements
Those estimates and assumptions affect the reported amounts of assets and liabilities,
the disclosuie of contingent assets and liabilities, and reported revenues and expenses
Significant estimates used in preparing these financial statements include those
assumed in determining the collectability of accounts receivable, useful lives of fixed
assets, and payments to be made on unteported medical claims It is at least reasonably
possibie that the significant estimates used will change within the next yeas

Basis of Presentation

Net assets and 1evenues and gains and losses are classified based on donor
imposed 1estrictions Accordingly, net assets of the Organization and changes therein
are classified and 1eported as follows:

Unrestricted - Resources over which the Board of Tiustees has discietionary
confrol Designated amounts 1epresent those net assets which the Organization
has set aside for a particular purpose



NOTE 1 -

E A HAWSE HEALTH CENTER, INC,
NOTES TO FINANCIAL STATEMENTS

NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES -
Continued

Significant Accounting Policies - Continued

Basis of Presentation - Continued

Tempeorarily restricted - Resources subject to donor imposed 1estrictions that
either expire by the passage of time o1 can be fulfilled and temoved by actions of
the Orgamzation pursuant to the donors' stipulations The Orgamization cwirently
has temporatily restricted net assets of $43,039 $37,630 represents grant monies
received but not yet earned and $5,409 1epresents restricted land use Prior year
temporarily restricted net assets were $68,804 $63,395 represented grant monies
1eceived but not yet earned and $5,409 1epresented restricted land use

Permanently restrieted - Resources from contributions and other inflows of
assets whose use by the Organization is limited by donor-imposed stipulations
that neither expire by passage of time nor can be fulfilled or otherwise removed
by actions of the Organization The Organization currently has no permanently
restricted net assets

Cash and Cash Bquivalenis

For purposes of 1eporting cash flows, cash and cash equivalents include cash on
deposit with financial institutions and brokerage firms, and all highly liquid debt
investments purchased with an original maturity of three months or less

Property and BEquipment

Expenditures for the acquisition of property and equipment greater than $2,000
are capitalized at cost Depreciation is computed by the straight-line method over
estimated useful lives of the assets 1anging from three to 40 yeais

Revenue Recognition

The organization's major sources of revenue consist of patient fee revenue and
public support in the form of Federal and State grants Patient revenue is based on
third party payor’s maximum allowable fees coupled with regional market competitive
pricing and is recognized when earned (billed) Grantievenue resulting from exchange
transactions is recognized when the related costs ate incuried

_6-



NOTE 1 -

NOTE 2 -

NOTE 3 -

E A HAWSE HEALTH CENTER, INC.
NOTES TO FINANCIAL STATEMENTS

NATURE OF ACTIVIIIES AND SIGNIFICANT ACCOUNTING POLICIES-
Continued

Significant Accounting Policies - Continued

Investments

Investments in debt securities and equities are measured at fair value in the
statement of financial position Investment income, 1ealized, and unrealized gains on
investments aie included in the change in net assets

The Organization 1eports its investments i accordance with Statement of
Financial Accounting Standards (SFASY No 124, Accounting for Certain Investments
held by Not-for-Profit Organizations. SFAS No 124 establishes accounting standards
for investments 1 certain equity securities and for all debt securities The Statement
prescribes that covered investments be reported in the statement of financial position at
fair value with any realized or unrealized gains or losses 1eported in the statement of
activifies

Investment income 1s 1ecognized as revenue in the period 1t 15 earned and gains
and losses are recognized as changes in net assets in the accounting period in which
they occuz

CASH CONCENTRATIONS

As of May 31, 2009, all of the Organization’s deposits at banking institutions
wete secured by FDIC insurance As of May 31, 2008, the Organization had deposits
at two financial institutions that exceeded the FDIC coverage of $100,000 The
Organization had an agreement with Summit Community Bank to collateralize deposits
in excess of the FDIC limit with federal securities  Total market value of these pledged
securities were $60,727 The Organization also had an agreement with Capon Valley
Bank to collateralize deposits in excess of the FDIC limit  The total market value of
those pledged securities were $300,000

INVESTMENTS

The Organization currently holds 300 shares of equity securities with a fair
market value of $8,154 as of May 31,2009 Carrying value on the financial statements

is $9,600
-7



NOTE 4 -

NOTE 5 -

E A HAWSE HEALTH CENTER, INC.
NOTES TO FINANCIAL STATEMENTS

ACCOUNTS RECEIVABLE

Accounts receivable as of May 31, 2009 and 2008 consist of:

2005 2008
Patient and thizd party receivable $ 418,477 $ 609,122
Allowance for adjustments and doubtful accounts 63.280 88.547
Net accounts receivable $ 355,197 § 520,575

The Organization's accounts receivable are not collateralized

The Organization’s policy for determining when 1eceivables ate past due or
delinquent is as follows:

If payment is not received in ninety (90) days, a certified letter signed by the
Finance Director 1s mailed to all patients with a delinquent balance advising the patient
that unless they make payment in full on the accounts, o1 contact the Health Center
within ten (10) days, their account will be placed in the hands of the collection agency
When an account has been submitted to the collection agency, the account is written off
as bad debt

GRANIS RECEIVABLE

(rants receivable consists of grant awards which have been spent as of May 31,
2009, for which reimbursement has not yet been received Grants receivable of
$15,837 are to be collected in the next fiscal year Management believes all current
grant receivables to be collectable and, therefore, no allowance for doubtful accounts
has been recorded Grant receivables as of May 31, 2008 were $3,200



NOTE 6 -

NOTE 7 -

NOTE 8 -

E.A HAWSE HEALTH CENTER, INC.
NOTES TO FINANCIAL STATEMENTS

PROPERTY, PLANI, AND EQUIPMENT

A summary of property, piant, and equipment 1s as follows:

2009 2008

Land $ 38,638 $ 38,638
Buildings 2,241,424 2,135,879
Equipment 1,090,920 946,790
Vehicles 27,043 27,043

3,398,025 3,148,350
Less accumulated depreciation ({1.463.261) (1,337.636)
Total Property and Equipment $1.934.764 $1.810,714

Depieciation expense for the years ended May 31, 2009 and 2008 was $131,466
and $122,518 respectively

INVENTORY

Inventories of materials and supplies are valued at cost, based on the last invoice
price

NET PATTENT SERVICE REVENUE

The Organization provides services to patients which are paid or reimbuised at
amounts different from that which ate billed Net patient service revenue for the year
ended May 31, 2009 and 2008 are:

2009 2008
Gross patient service revenue $ 3,629,798 $ 4,182,355
Policy discounts, sliding scale,
and other adjustments {1,247.310) (1,247.,413)
Net patient service revenue $ 2,682,488 $ 2.934.942




NOTE 9 -

NOTE 10 -

E.A HAWSE HEALTH CENTER, INC.
NOTES TO FINANCIAL STATEMENTS

CONCENTRATIONS

The Organization 1eceives grant funds from the federal government and state
government Total grant revenue for the year ended May 31, 2009 and 2008 is
$1,026,417 and $999,351, respectively Three grant sources account for more than
ninety seven percent (97%) of the total grant1evenue (99% for the year ended May 31,
2008) A loss of any of these grants funds would be matetial to the Otganization

The nature of geographical location and supply of health care providers in the local
area make it necessary for the Organization to recruit physicians fiom other regions of
the country A loss of provider(s) has the ability to decrease revenue due to the time
needed to recruit and 1elocate a new provider

LONG-TERM DEBT

As of May 31, 2005, E A Hawse Health Center, Inc had a construction loan
payable in the amount of $379,354 for the addition to the facilities Infiscalyear 2006,
the loan was refinanced for $350,000 with intezest at 6 99% and a maturity date of July
15, 2020 Piincipal and interest payments of $3,150 59 are due monthly and began
August 1, 2005 On September 4, 2008, this loan was refinanced again for $270,000
The loan bears interest at 6 25% and the maturity date is September 4, 2028 Principal
and interest payments of $1,973 90 are due monthly and began October 4, 2008 The
loan 1s secured by a third deed of trust dated September 4, 2008 on 4 01 acres, 29 43
acres, and the health and dental clinic building

On September 4, 2008, the 2007 building addition loan was refinanced fox
$560,000 The loan 1efinance bears interest at 6 25% and the matwiity date 1s
September 4, 2028 Principal and interest payments of $4,094 02 are due monthly and
began October 4, 2008 The loanis secured by a second deed of trust dated Septembet
4,2008 on B A Hawse Health Center building, 4 01 acres, and 29 43 acres

E A Hawse also maintains a capital lease for a copier which was leased on August
27,2007 The total amount financed was $12,689 60 The lease bears interest at
9368% Payments of $265 69 are made monthly through August 27, 2012 The
depreciable cost of the equipment was the same as the amount financed Accumulated
depreciation on the copier for May 31, 2009 and 2008 is $2,538 and $1,269,
respectively

- 10 -



NOTE 10 -
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NOTE 12 -

EA HAWSE OFEALTH CENTER, INC.

NOTES TO FINANCIAL STATEMENTS

LONG-TERM DEBT - Continued

Maturities of long-term debt are as follows:

2010 b 24,935
2011 26,621
2012 28,424
2013 27,705
2014 28,842
2015 and thereafter 687,791

Total $ 824,318

AMORTIZATION

Fees related to tefinancing of the construction loan in the amount of $2,636 are
being amortized over twenty years Total current year amortization is $88
Subsequent year amortization will be $132 per year

LEASE AGREEMENT

E A Hawse Health Center, Inc has & lease agieement with a phaimacist for the
pharmacy located within the Health Center facility Approximately 530 square feet
of floor space is rented by the phaimacist for a fee of $4,800 per vear ($400 per
month) and is inclusive of all fixtures, housekeeping services, and utilities except for
telephone The lease agreement is yeat to year, and began on September 1, 2006

E A Hawse Health Center, Inc also has a lease agreement with Hemlock, LLC
1his lease is for land that the Health Center owns, but where a nursing home is
located The original lease that began on August 9, 1983 stated that the lessee was to
pay $1 ayear for 99 years In October 2006, the agreement was amended and a lump
sum of $30,000 was agreed upon foi the remaining 75 years of the lease Every year,
$400 will be 1eleased from deferred 1evenue until 2082 lhe deferied revenue
balance as of May 31, 2009 and 2008 is $28,800 and $29,200, respectively

- 11 -
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NOTE 14 -

NOTE 15 -

E.A BAWSE HEALTH CENTER, INC,
NOTES TO FINANCIAL STATEMENTS

TEMPORARILY RESTRICIED ASSET

The land that E A Hawse Health Center, Inc is leasing to Hemlock, LLC was
acquired as part of a larger tract which includes the location of the community health
center Therefore, a portion of that land is considered a temporarily restricted asset as
the land cannot be sold o1 donated for the remainder of the lease agreement [t has
been estimated that the leased land is 14% of the entire tract 1he original carrying
value of the leased land is $5,409

SUBSEQUENT EVENT

On June 1, 2009, E A Hawse Health Center, Inc acquired the practices of Dt
Indacochea and Dt Valley in Petersburg, WV The new practice operates under the
name Grant Pediatrics and Internal Medicine

IHEFT

As atesult of an internal investigation, the Organization has determined that its
former CFO stole money through improper accrual and payment of leave time  The
total amount stolen has not been determined, but is believed to be immaterial to the
financial statements At the date of the audit report, no charges have been filed
aganst the former CFO

-12 .



Federal Grantor/Pass
Through Granter/
Program Title

Federal
Department of Health and Human Services
Commumty Heatth Centers Programs
ARRA - increase Services to Health Centers

MNon-Federal
State of West Virginia

Wesl Virginia Dept of Health and Human
Resources Bureau for Public Health
 Primary Care
2 Qral Health Education
3 Oral Health Education
4 Rural Health Systems Program

Sisters of St Joseph Health and Wellness Foundation
School Based Health

Ainerican Lung Association of the Mid-Atlantic
School Based Health

Total Awards

Gram
Period

6/1/08 - 5/31/09
3/27/09 - 3726/

T8 - 6/36/09

TNH07 - 8/30/09

7/1/07 - 6/30/08
11/13/08 - {1 1/12/09

VI1AS - 12/51/09

6/1/08 - 5/31/09

FAWINCSICSADnS338INMEngogememsiE. A Hawse Heallh Cepter, 1neA209 Froancial Statement.x13

EA HAWSE HEALTH CENTER. INC
SCHEDULE OF AWARDS
FOR THE YEAR ENDED MAY 31, 2009

Currem Grant
Federal Program (Grant Recervable) / Year Dhsbursements/ Grant Recervable /
CFDA ot Award Refundable Advance Grant Expenditures (Refundable Advance)
Number{s) Amount June 1, 2008 Receipts Transfers May 31 2009
g3 224 § 648672 b3 § 648672 5 648,672 3 -
a3 703 177.637 14 837 14,837
291918 30 145 291918 2889432 (33.121)
4,000 (32000 4,000 300
4 000 3000 4 000 1,000
40.000 13,000 13,000
54 150 33.250 27,075 55,816 {4 509}
350 350 350
5 1,220727 ) 60,195 T 988015 & 1,026,417 5 {21,793)

See Independent Auditors' Report
13-



7 Huber, Michaels
S ““‘g & @@Eﬁ@@ﬁy {Certified Public Accountants
110 S. Centre Street, Cumberiand, MD 21502 « PH (301)722-4455 « FAX (301)722-5004 = www hmccpa com

December 18, 2009

To the Board of Directors of
E A Hawse Health Center, Ine

We have audited the financial statements of E A Hawse Health Center, Inc for the year ended May 31,
2009, and have issued ow report thereon dated December 18, 2009  Professional standards require that we
provide you with information about owr responsibilities under generally accepted auditing standards (and. if
applicable, Government Auditing Standards and OMB Ciicular A-133), as well as certain information 1elated to
the planned scope and timing of our audit We have communicated such information in our letter to you dated
july 2, 2009 Piofessional standa:ds also require that we communicate to you the following information related to

oul audit

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies The significant
accounting pelicies used by E A Hawse Health Center, Inc are desciibed in Note 1 to the financial statements
No new accounting policies were adopted and the application of existing policies was not changed during fiscal
year 2009 We noted no transactions entered into by the Organization during the year for which there is a lack of
authoritative guidance o1 consensus All significant transactions have been recognized in the financial statements
in the propel period

Accounting estimates are an integral part of the financial statements prepared by management and are based
on management’s knowledge and experience about past and current events and assumptions about future events
Ceitain accounting estimates are particulaily sensitive because of their significance to the financial statements and
because of the possibility that future events affecting them may differ significantly firom those expected The most
sensitive estimates affecting the financial statements weie:

Management’s estimate of the allowance for doubtful accounts is based on historical collection rates
We evaluated the key factors and assumptions used to develop the allowance for deubtfui accounts
in determining that it is reasonable in 1elation to the financial statements taken as a whole

Management’s estimate of the useful lives of fixed assets is based on historical experience with
similar assets We evaluated the key factors and assumptions used to develop the useful lives of
fixed assets in determining that it 1s 1easonable in relation to the financial statements taken as a

whole
Dufficulties Encountered in Performmng the Audit

We encountered no significant difficuities in dealing with management in performing and completing our
audit
Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the
audit, othei than those that are frivial, and communicate them to the appropriate fevel of management The
attached schedule summarizes uncorrected misstatements of the financial statements Management has determined
that their effects are immaterial, both individually and in the aggregate, to the financial statements taken as a



whole In addition, none of the misstatements detected as a result of audit procedures and corrected by
management were matenial, either individually o1 in the aggregate, to the financial statements taken as a whole

Disagreements with Management
For purposes of this letter, professional standards define a disagieement with management as a financial
accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that could be significant to

the financial statements o1 the auditor’s report Management did not agree with the single audit finding regarding
late implementation of the most 1ecent Federal Poverty Guidelines for their sliding fee scale, as noted in their

response on the Schedule of Findings and Questioned Costs

Management Representations

We have requested certain repiesentations from management that are included in the management
representation letter dated December 18, 2009

Memageneni Consuliations wirth Other Independent Accovuniant

in some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a “second opinion” on ¢ertain situations [f a consultation involves application of an
accounting principie to the Organization’s financial statements o1 a detetmination of the type of auditor’s opinion
that may be expressed on those statements, e professional standards requite the consulting accountant to check
with us to determine that the consultant has all the relevant facts To cul knowledge, there weie no such

consultations with other accountants

Other Audir Fimdings or [ssues

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each vyear prior to retention as the Organization’s auditoms However, these
discussions cecwred in the normal course of our professional relationship and cur 1esponses were not a condition

tq out retention

This information is intended solely for the use of the Board of Diiectors and management of E A Hawse
Health Center, Inc and is not intended to be and should not be used by anyone other than these specified parties

Very truly yours,

Huber, Michaels & Company

DHHR - Finance
MAR 18 201

Date R@%\wﬁ ol



Num

E A Hawse Health Center
Passed Adjusting Journal Entries
5/31/2009

Description

Debit

Credit

Credit Card Account
Accounts Receivable
To record credit card transactions for May 2009

Unrealized Loss
Hightand Bankshares
To adjust to FMV of stcck @ 5/31/08

Inventory

Medica! Supplies
To adjust inventory to agree with recaiculation of inventory
sheets

Pharmacy Inventory

Pharmacy Supplies
To adjust inventory to agree with recalculation of inventory
sheets

Accrued Annual Leave
Balance Sheet incrementals
Te adjust accrued leave tc correct amount

Insurance - Medical
Insurance W/H Payable
To adjust payable to 50% of Jlune 2009 payroll liabilty

7,050 23

1,446 00

3,936 03

7,32272

1,385 50

4 096 05

7,050 23

1448 0C

3,836 03

7,322 72

1,385 50

4,098 05



Certified Public Accountants
110 § Centie Street, Cumberland, MD 21502 « PH (301)722-4455 « FAX (301)722-5004 * www hmecpa.com

December 18, 2009

To the Board of Ditectots
E A Hawse Health Center, Inc
Baker, WV

In planning and performing our audit of the financial statements of E A Hawse Health Center, Inc
for the year ended May 31, 2009, we considered the Organization's internal contrel to plan ow auditing
proceduies fo1 the purpose of expressing our opinion on the fimancial statements and not to provide assurance
on the internal control

However, during our audit, we became aware of certain matters that provide an opportunity for
stiengthening internal controls and operating efficiency (We previously reported on the Organization’s
internal contrel in our report dated December 18, 2009 ) This letter does not affect our report dated
December 18, 2009, on the financial statements of E A Hawse Health Center, Inc

We will review the status of these comments during our next audit engagement We have alieady
discussed many of these comments and suggestions with various Oirganization personnel, and we will be
pleased to discuss these comments in furthes detail at your convenience, to perform any additional study of
these matters, or o assist you in implementing the rtecommendations Our comments are summarized as

follows:

We noted a financial oversight issue that would make 1eporting throughout the year more accuiate
We recommend that on a monthly basis either the Chief Executive Officer, or someone appointed by him,
review the balance sheet accounts to ensure that the balances in MAS-90 agree to the supporting
documentation The following item can be easily verified on a monthly basis:

] Fixed Assets and Accumulated Depreciation should reconcile to the depreciation schedule

We wish to thank Gary Johnson and Leshe Sheets, and the remaining staff of E A Hawse Health
Center, Inc for their assistance and hospitality during our audit

This report is intended sclely for the information and use of the Board of Directors, management, and
others within the organization and is not intended to be and should not be used by anyene other than these

specified parties
Very truly yours,
HUBER, MICHAELS & CO

// o LA

TlmothyP Mlchae]s CPA, CVA

DHHR - Finance
MAR 1 8 2616

l\\

Date Recsived



