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CERTIFIED PUBLIC ACCOUNTANTS

lNDEPENDENT AUDITORS' REPORT

The Board of Directors
Appalachian Community Health Center, Inc..
Elkins, West Virginia

We have audited the accompanying statements of financial position of Appalachian Community
Health Center, Inc. (the Center), a nonprofit organization, as of June 30, 2010 and 2009, and the
related statements of activities and cash flows for the years then ended. These financial statements
are the responsibility of the Center's management. Our responsibility is to express an opinion on
these fmancial statements based on our audits..

We conducted our audits in accordance with auditing standards generally accepted in the United
States ofAmerica and the standards applicable to financial audits contained in GovernmentAuditing
Standards, issued by the Comptroller General ofthe United States.. Those standards require that we
plan and perform the audits to obtain reasonable assurance about whether the financial statements ar'e
free of material misstatement An audit includes consideration of internal control over fmancial
reporting as a basis for designing audit procedures that ar'e appropriate in the circumstances, but not
for the purpose ofexpressing an opinion on the effectiveness ofthe Appalachian Community Health
Center's internal control over financial reporting. Accordingly, we express no such opinion. An audit
also includes examining, on a test basis, evidence supporting the amounts and disclosures in the
fmancial statements, assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
fmancial position ofthe Center, as ofJune 30, 2010 and 2009, and the changes in its net assets and
its cash flows for the years then ended in confonnity with accounting principles generally accepted in
the United States ofAmerica.

In accordance with GovernmentAuditingStandards, we have also issued ourTeport dated November
10,2010 on our consideration of the Center's internal control over financial reporting and on our
tests of its compliance with certain provisions oflaws, regulations, contracts and grant agreements
and other matters.. The purpose ofthat report is to describe the scope ofour testing ofinternal control
over financial reporting and compliance and the results ofthat testing, and not to provide an opinion
on the internal control over fmancial reporting or on compliance. That report is an integral part ofan
audit performed in accordance with Government Auditing Standards and should be considered in
assessing the results of our audit

The Virginia Center ., 1411 Virginia Street, East" Suite 100 "Charleston, WV 25301
Phone (304)-343-4126 or 1-(800)-788-3844·· Fax (304)-343-8008

Iowne Square" 20 I Third Street" PO Box 149 "Parkersburg, WV 26102
Phone (304)-485-6584 .. Fax (304)-485-0971

www sllttlecpas ,com '. E-mail: cpa@sllttlecpas com
A Professional Limited Liability Company
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Our audit was conducted for the purpose offorming an opinion on the basic financial statements of
the Center taken as a whole.. The accompanying Schedule of State Grant Awards, Schedule of
Expenditures ofBHHF Federal Awards by State Account Number, Schedule of Expenditures of
BHHF State Awards by State Account Number, Schedule ofBHHF Funding Status for Purchase
Order #G100000, Cumulative Schedule of Property and Equipment Purchased with BHHF
Administered Funding, BHHF Standardized Financial Statements - Balance Sheet for
Comprehensive and MRlDD Facilities, BHHF Standardized Financial Statements - Income
Statement for Comprehensive and MRlDD Facilities are presented for purposes of additional
analysis and are not a required part of the basic fmancial statements.. Such information has been
subjected to the auditing procedures applied in the audit ofthe basic fmandal statements and, in our
opinion, is fairly stated, in all material respects, in relation to the basic 2010 fmancial statements
taken as a whole

Charleston, West Virginia
November 10, 2010



APPALACHlAN COMMUNITY HEALTH CENTER, INC. 5
STATEMENTS OF FINANCIAL POSITION

JUNE 30, 2010 AND 2009

2010 2009
ASSETS

Current assets
Cash and cash equivalents $ 244,317 $ 8,831
Investments 915,000 915,000
Patient receivables, less allowance [OJ doubtful accounts and

contractual adjustments: $25,000 and $100,000 in 2010 and
2009, respectively 323,615 403,807

Contract services receivable 50,234 110,600
Prepaid expenses and deposits 72,134 75,821
Other current assets 17,135 23,153

Total CUII'ent assets 1,622,435 1,537,212

Property and equipment
Land 114,276 114,276
Building 1,074,640 1,074,640
Equipment 1,259,268 1,257,095
Vehicles 442,354 442,354

2,890,538 2,888,365
Less accumulated depreciation 2,591,333 2,513,538

Total property and equipment 299,205 374,827

$ 1,921,640 $ 1,912,039

LIABILITIES AND NET ASSETS
Current liabilities

Accounts payable and accIUed expenses $ 265,349 $ 248,333
Line of Credit 175,000
AccIUed annual leave 109,597 120,084

Total current liabilities 549,946 368,417

Liability for pension benefits 584,136 587,191

Net assets - unrestricted 787,558 956,431

$ 1,921,640 $ 1,912,039

The Accompanying Notes Are An Integral
Part Of These Financial Statements



APPALACHIAN COMMUNITY HEALTH CENTER, INC. 6
STATEMENTS OF ACTNIIIES

YEARS ENDED JUNE 30, 2010 AND 2009

2010 2009
Revenue and support

Net patient service revenue $ 2,030,146 $ 2,373,835
Support from West Virginia Bureau for Behavioral Health

and Health Facilities 1,453,143 1,507,339
Support from other govemment programs 89,723 531,094
Other 26,974 54,297

Total revenue and support 3,599,986 4,466,565

Expenses
Salaries and wages 2,016,220 2,448,174
Employee benefits 796,826 693,614
Contractual and professional 269;318 339,541
Travel 94,423 94,393
Telephone 67,295 67,212
Rent and utilities 124,456 137,436
Depreciation 77,795 77,649
Repairs, maintenance and small equipment 69,055 88,119
Insurance 120,461 120,446
Health car'e provider tax 70,342 95,709
Other 167,396 431,958

Total expenses 3,873,587 4,594,251

Change in unrestricted net assets before effect of
pension-related changes other than net periodic
pension cost. (273,601) (127,686)

Pension-related changes other than net periodic
pension cost 104,728 (184,724)

CHANGE IN UNRESTRICTED NET ASSETS (168,873) (312,410)

Net assets - unrestricted, beginning ofyear 956,431 1,268,841

Net assets - unrestricted, end ofyear $ 787,558 $ 956,431

The Accompanying Notes Are An Integral
Part Of These Financial Statements



APPALACHIAN COMMUNITY HEALTH CENTER, INC. 7
STATEMENTS OF CASH FLOWS

YEARS ENDED JUNE 30, 2010 AND 2009

2010 2009
Cash flows from operating activities

Increase (decrease) in net assets $ (168,873) $ (312,410)
Adjustments

Depreciation 77,795 77,649
Decrease (increase) in operating assets

Patient receivables 80,192 (88,581)
Contract services receivable 60,366 233
Prepaid expenses and deposits 3,687 1,613
Other current assets 6,018 12,018

Increase (decrease) in operating liabilities
Accounts payable and accrued expenses 17,016 (74,867)
Accruedattrtualleave (10,487) (17,987)
Accrued pension costs (3,055) 146,912

Net cash provided (used) in operating activities 62,659 (255,420)

Cash flows from investing activities
Cash purchases ofproperty and equipment (2,173) (15,686)

Net cash provided (used) in investing activities (2,173) (15,686)

Cash flows from financing activities
Proceeds from line of credit 175,000

Net cash provided (used) in fmancing activities 175,000

Net increase (decrease) in cash and cash equivalents 235,486 (271,106)

Cash and cash equivalents, beginning ofyear 8,831 279,937

Cash and cash equivalents, end ofyear $ 244,317 $ 8,831

Supplemental disclosures of cash flow information
Cash payments for interest $ 5,414 $ 1,282

The Accompanying Notes Are An Integral
Part Of These Financial Statements



APPALACHIAN COMMUN1TY HEALTH CENTER, INC.
NOTES TO FINANCIAL STATEl\1ENTS

YEARS ENDED JUNE 30, 2010 AND 2009

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

NATURE OF OPERATIONS - Appalachian Community Health Center, Inc (the
Center), is a 501(c)(3) nonprofit corporation established for the pUlpose ofproviding
mental health and related services to residents of its sUlrounding area.. The Center's
principal office is located in Elkins, West Virginia and funding for operations is
provided primarily through grants and contracts with the State of West Virginia and
from fees for the services provided. Approximately 20% of expenses are incUlred for
management and general pUlposes and 80% for program related pUlposes ..

FINANCIAL STATEl\1ENTS- The accompanying fmancial statements have been
prepar·ed on the accrual basis of accounting.

UNRES fRICTEn-NET ASSETS - The ubiestricted category consists offunds Whose
use is limited only to the extent that the organization's bylaws limit the activities ofthe
organization. Contributions with donor-imposed restrictions met in the same year in
which the contribution is recognized ar·e reported as changes in unrestricted net assets

fEMPORARILY RESTRICTED NET ASSETS - Temporarily restricted net assets are
comprised of funds whose use has been limited by donors to a specific time period
and/or pUlpose.. The Center cUlrently has no temporarily restricted net assets ..

PERMANENTLY RESTRICTED NET ASSETS - Permanently restricted net assets are
comprised offunds whose use has been restricted by the donor and must be maintained
permanently by the Center. The Center cUlrently has no permanently restricted net
assets

USE OF ESTIMATES - The preparation of financial statements in conformity with
accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect certain reported amounts
and disclosrnes.. Significant estimates include the valuation of patient accounts
receivable, accrued pension cost, and depreciation expense .. Management's estimate of
the valuation ofpatient accounts receivable is based upon established rates with third­
party payors, net amounts of anticipated collections, and historical collection
information. Management's estimate ofthe liability for pension benefits is based on the
actuarial report and the related actuarial assumptions utilized in preparing that report.
Management's estimate ofdepreciation expense is based upon the estimated useful lives
of the assets ranging from three to forty years using the straight-line method..
Accordingly, actual results could differ from those estimates.

8



APPALACHIAN COMMUNITY HEALTH CENTER, INC.
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2010 AND 2009

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

NET PATIENT SERVICE REVENUE - Net patient service revenue is repOIted at the
estimated net realizable amounts from patients, third-party payers, and others for
services rendered, including estimated adjustments under reimbursement agreements
with third-party payers, Adjustments are accIUed on an estimated basis in the period the
related services are rendered and adjusted in future periods, as final settlements are
determined,

REVENUE RECOGNITION - Contributions and grants with donor-imposed conditions
are repOIted as revenue when qualifying expenses have been incUIred or other conditions
have been substantially met Cash received but not yet expended for these conditional
grants is recorded as refimdabJe adwmces lIse ofslJcb cash is restricted to the p1JTOses
ofthe contribution or grant UIliestricted grants and contributibIlsaI'e recorded as
revenue in the period received,

PROPERTY AND EQUIPMENT - Property and equipment acquisitions gr'eater than
$1,000 ar'e capitalized and are recOIded at cost Depreciation is provided over the
estimated useful lives ofthe assets ranging from three to fOIty years and is computed on
the straight-line method" ExpenditUIes for equipment costing less than $1,000 and
repairs and maintenance are charged to expense as incUIred,

Contributions of land, buildings, and equipment ar'e presented as umestricted SUppOIt
unless explicit donor stipulations specify how the donated assets must be used, Gifts of
long-lived assets with explicit restrictions that specify how the assets are to be used and
gifts ofcash OI other assets that must be used to acquire long-lived assets ar'e repOIted as
restricted SUppOIt Absent explicit donor stipulations about how long those long-lived
assets must be maintained, the Center repOIts expirations ofdonor restrictions when the
donated or acquired long-lived assets are placed in service"

All property and equipment is considered owned by the Center while it is used fOI
authOIized programs" The West Virginia Department ofHealth and HUIllan Resources
has a reversionary interest in all furnitUIe and equipment pUIchased with State funds"
The disposition ofsuch equipment and ownership ofany proceeds therefore is subject to
state regulations, The net book value of such assets was $17,504 at June 30, 2010

INCOME TAXES - The Center is a not-for-profit cOIporation as described in Section
501 (c)(3) of the Internal Revenue Code and is exempt from federal income taxes on
related income pursuantto Section 501 (a) ofthe Code" The Center has been classified as
an organization that is not a private foundation

9



APPALACHIAN COMMUNITY HEALTH CENTER, INC
NOTES 10FINANC~STATEMENTS

YEARS ENDED JUNE 30, 2010 AND 2009

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

10

CHARITY CARE - The Center provides care to clients who meet certain criteria under
its chmity cm'e policy without chmge or at aIllounts less than its established rates,
Because the Center does not pmsue collection of aIllounts determined to qualify as
chmity care, they are not repOIted as revenue"

CASH AND CASH EQUNALENTS - Cash and cash equivalents include cash on hand
and deposits with banking institutions in checking and savings accounts and investments
in highly liquid debt instruments with OIiginal matmities of three months or less,

INVESTMENTS - The Center maintains certificates of deposit at one fmancial
institution. The certificates m'e stated at fair value, have OIiginal matmity dates greater
than three months, and me used as pmt ofthe Center ' s asset managementstrategy,

PATIENT ACCOUNTS RECEIVABLE - Substantially all accounts receivable mefiom
Medicme, Medicaid OI other third-pmty payers., Accounts receivable me presented on
the statement of financial position net of estimated allowances for uncollectible
accounts, including bad debts and contractual allowances., The estimated allowance for
uncollectible accounts is comprised of aIllounts management nOImally considers
uncollectible based upon histOIical tr'ends and an analysis of the likelihood of
collectability of individual accounts Amounts m'e nOImally considered uncollectible if
unresolved differences between the Center and the respective payer exceed a
judgmentally significant time period and all means of collection have been exhausted,
The allowance for uncollectible accounts was $25,000 and $100,000 for the yems ended
June 30, 2010 and 2009, respectively, and has been netted against accounts receivable
and net patient service revenue"

SUBSEQUENT EVENTS - In prepming these financial statements, the Center has
evaluated events and transactions for potential recognition or disclosme through
November 10,2010, the date the financial statements were issued"

NOTE 2 ,. CASH, CASH EQUNALENTS, AND INVES TMENTS

Cash and cash equivalents include cash on hand and deposits with banking institutions
in checking and savings accounts Investments consist of bank certificates of deposit
with OIiginal matmity dates greater than three months,. Bank balances me insmed by
federal deposit insurance up to $250,000 per financial institution and me secmed with
collateral for balances in excess offederal deposit insmance" Balances in these accounts
sometimes exceed the federal deposit insurance limits and collateral; however,
management believes the banks to be creditworthy and believes that credit risk
associated with these deposits is minimal, At Tune 30, 2010, total bank balances
exceeded federal deposit insmance and collateral by approximately $590,



APPALACHIAN COMMUNITY HEALIH CENTER, INC.
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2010 AND 2009

NOTE 3 - ACCOUNTS RECEIVABLE CONCENTRATIONS OF CREDIT RISK

11

The Center extends credit without collateral to its patients, most of whom qualify for
Medicaid. The mix ofreceivables is as follows:

Medicaid
Medicaid waiver
Patients
Other third-party payers

NOTE 4 - NOTES PAYABLE AND LONG-TERM DEBT

33%
53%
7%

. 7%
100%

37%
42%

7%
14%

100%

At June 30, 2010, the Center had a line of credit with a local bank totaling $750,000..
The amount outstarrding under this line of credit was $175,000 at June 30, 2010

Interest expense incurred by the Center for the years ended June 30, 2010 arrd 2009 was
$5,414 arrd $1,282, respectively

NOTE 5 - REVENUE AND SUPPORT

As described in Note 1, the Center receives revenue from a variety of sources.. The
Center's programs are dependent upon its respective Federal arrd State sponsoring
agencies obtaining adequate appropriation arrd the existence ofsufficient tax revenues to
fund such appropriations.. Following is a summary of the major funding sources:

2010 2009
West Virginia Department ofHealth arrd Humarr

Resources
Bureau for Behavioral Health arrd Health

Facilities $ 1,453,143 $ 1,507,339
Bureau ofPublic Health 148,750
Medicaid 734,706 1,050,744
Medicaid Waiver 1,009,050 1,033,978

Other 403,087 725,754
$ 3,599,986 $ 4,466.565

A significarrt reduction in the level of this support, if this were to occur, may have a
significarrt impact on the Center's programs arrd activities.



APPALACHIAN COMMUNITY HEALTH CENTER, INC.
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2010 AND 2009

NOTE 6 - LEASE AGREEMENTS

12

The Center leases certain equipment on operating leases. Minimum annual rental
commitments under noncancelable operating leases are as follows..

For the year ending June 30:

2011
2012
2013
2014
2015

$ 27,900
27,900
27,900
27,900
11,625

---~'Fotal-minimum-rental-commitments---- -- ---~---- -$~~-I~3-c2~5--·

Total rent expense for the years ended June 30, 2010 and 2009 was $55,893 and
$59,968, respectively.

NOTE 7 - PENSION PLAN

The Center has a defmed benefit pension plan covering substantially all employees.. The
Plan provides for benefits computed at retirement based upon years of service and a
percentage ofprevious compensation. The Center's funding policy is to contribute at
least the amount necessary to meet minimum funding standards..

Beginning with the fiscal year ending June 30, 20I0, the Center accounts for its pension
costs in conformity with the Compensation-Retirement Benefits Topic of the FASB
Accounting Standards Codification Pension expense charged to operations for the years
ended June 30, 2010 and 2009 was $305,673 and $166,188, respectively.

Effective August 1, 1996, the Plan was amended to change the monthly benefit payable
to the participant's AccIUed Benefit as ofJuly 31, 1996 plus LO% ofAverage Monthly
Compensation times years ofBenefit Service after August 1, 1996 Prior to August 1,
1996 the monthly benefit payable was equal to 1.5% ofAverage Monthly Compensation
multiplied by ye81S ofBenefit Service at Normal Retirement Date.
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Assumptions used in the accounting for net periodic pension cost were as follows:

Components ofpension expense for the years ended June 30, 2010 and 2009 includ:, the
foUowing:

13

600%
2.50%
3.25%

5.75%
2.50%
3.25%

APPAIACHlA.N COMMlJN1TY HEALTH CENTER, INC.
NOTES TO FINANCIAL STATEMENTS

YEARS El\'DED JUNE 30, 2010 AND 2009

2010 2009

Service cost $ 115,311 $ 127,115
Interest cost 169,939 175,981
Expected return on plan assets (76;272) (123,903
Amortization ofprior service cost (36,291) (3 - 707·), .a..

Recognized net actuarial loss 29,035 22,697
Settlement loss 103,951 -

~---"-

Total pension expense $ 305673 L ]66,13..8

Discount rate
Rate of increase in compensation levels
Expected long·term rate of rerum on assets

In determining the expected long-term rate of return of assets, histOlical returns cO!
various investment categories were used, considering the current allocation of p an
assets The following were used as benchmarks to estimate the long-terli rates ofretli en:

NOTE 7 - PENSION PLAN (Continued)

I
I
I
I
I
I
I
I

Benchmmk
S&P 500
BarCap Aggregate Bond
BarCap Mtmicipal

Average Annual Returns
5 Veal· IO vear

-0.79% ··1 .59%
5.54% 647%
4.40% 5.63%

As required by accounting principles generally accepted in the United States ofAmeri,:a,
the Center recognizes the funded status of the plan as the difference between the f"cll
value of the plan assets and the projected benefits obligation. In addition, gains )I

losses, prior service costs, and changes in the trarrsition asset/obligation that arise during
the period, but al·e not recognized as components ofnet periodic pension expense o.m
recognized as nonoperating changes in umestricted net assets



APPALACHIAN COMMUNITY HEALTH CENTER, INC.
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2010 AND 2009

NOTE 7 - PENSION PLAN (Continued)

The funding status ofthe plan as ofJune 30, 2010 and 2009 are summarized below.

14

Net amount recognized at year-end
Projected benefit obligation
Fair value ofplan assets

Liability for pension benefits

$ 2,881,183
2,297,047

$ 584,136

$ 3,072,117
2,484,926

$ 587 191

Items not yet recognized as a component of the net
periodic pension cost

IlnrecogrJized prior sendce cost
._~----------~----~tTfirecogmzeaactfianaY(garn:)/lb3S-···

Effect of adoption ofFASB 158

$ (20,245) $ (56,536)
.o95:t')69------83K688~-- .n_

$ 675,424 $ 780,152

The following summarizes the change in the projected benefit obligations for the years
ended June 30, 2010 and 2009

Benefit obligation at beginning ofyear
Service cost
Interest cost
Settlement loss
Benefits paid
Settlement payments
Actuarial (gain) or loss

Benefit obligation at end ofyear

$ 3,072,117
115,311
169,939
28,994

(430,647)
---174.531)
$ 2.881,183

$ 2,827,720
127,115
175,981

(173,912)

115,213
$ 3,072.117

The following summarizes the changes in plan assets at fair value for the years ended
June 30, 2010 and 2009.

--.i430,641)
$ 2.297,047 $ 2,484,926

Fair value ofplan assets at beginning ofyear
Actual retum on plan assets
Employer contributions
Benefits paid
Settlement payments

Fair value ofplan assets at end ofyear

$ 2,484,926
38,768

204,000

$ 2,387,441
67,397

204,000
(173,912)



APPALACHIAN COMMUNITY HEALTH CENTER, JNc.
NOTES TO FJNANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2010 AND 2009

NOTE 7 - PENSION PLAN (Continued)

15

Cunent investment strategies include maintaining low-risk investments. The Center's
goal is to maintain approximately 90% ofplan assets in fixed income with the remainder
ofassets as cash and cash equivalents. At June 30th

, the plan.assets were comprised ofa
fixed income insurance contract, certificate of deposit and interest bearing cash, as
follows:

Cash and cash equivalents
Insurance contract
Investments

2010

$ 1,055,751
389,687
851,609

46%
17%
37%

$

2009

837,012
815,126
832,788

34%
33%
33%

A hierar·chy prioritizes fair value measurements based onthe types ofinputs used for the
various valuation techniques (market approach, income approach, and cost approach)
The levels of the hierarchy are described below:

• Levell: Observable inputs such as quoted prices in active markets for
identical assets or liabilities ..

• Level 2: Inputs other than quoted prices that are observable for the asset or
liability, either directly or indirectly; these include quoted prices for similar
assets or liabilities in active markets and quoted prices for identical or similar
assets or liabilities in markets that are not active.

• Level 3: Unobservable inputs that reflect the reporting entity's own
assumptions ..

Fair value ofplan assets measured on a recurring basis at June 30 ar·e as follows:

Quoted Prices in Significant
Active Markets for Other Significant

Identical Observable Unobservable
AssetslLiabilities Inputs Inputs

June 30. 2010 Fair Value (Level Jl (Level 2) (Level 3)

Plan assets

Certificates of Deposit $ 851,609 $ $ 851,609 $

Iotal investments at fair value $ 851 609 $ $ 851609 $



APPALACHIAN CO.MMUNITY HEALTH CENTER, INC.
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2010 AND 2009

NOTE 7 - PENSION PLAN (Continued)

16

Quoted Prices in Significant
Active Markets for Other Significant

ldeutieal Observable Unobservable
AssetslLiabilities Inputs Inputs

June 30, 2009 Fair Value (Levell} (Level2l (Level3l

Plan assets

Certificates ofDeposit $ 832,788 $ $ 832,788 $

Iotal investments at fair value $ 832788 $ $ 832788 $

Tetfr! empleyel' eentrilmtiefis estimated ttl be made dtlring the) ear ending JUfiC 30, 2011are $204,000 . ... . ....

Total expected future benefit payments for the next five years and the subsequent five
year period are as follows __

Year Ending June 30, 2011
Year Ending June 30, 2012
Year Ending June 30, 2013
Year Ending June 30, 2014
Year Ending June 30, 2015
5 Years Ending June 30, 2020

NOTE 8 - FUNCTIONAL CLASSIFICATION

$ 132,787
138,955
378,126
302,032
302,115

1,662,899

The Center provides mental health services to residents within the sUHounding area of
Elkins, West Virginia_ Expenses related to providing these services for the years ended
June 30, 2010 and 2009 are as follows:

Substance Abuse - Federally funded program
offering a comprehensive array of substance
abuse assessment and treatment services to
meet the varying needs of those who ar-e
abusing or addicted to alcohol or other drugs of
abuse $ 350,147 $ 390,927

Day Program - program focusing on the
diagnosis and treatment of emotional and
behavioral health problems in a day time
treatment 156,730 149,021



APPALACHIAN COMMUNITY HEALTH CENTER, INC.
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2010 AND 2009

NOTE 8 - FUNCTIONAL CLASSIFICATION (Continued)

17

Youth Programs - programs focused on the
mental and physical well-being of youth

Waiver Services - State funded Medicaid
program designed to deliver serVICes to
individuals in their home and community as an
alternative to receiving servIces ill an
Intermediate Care Facility

Service Coordination - case management
program designedto=provide a singkpointeof .
contact to ensure patients needs are met

Medical Services - program dedicated to
enhancing the emotional and behavioral health
through professional treatment services

Clinical & Rehabilitation ., programs directed
toward clinical rehabilitation servIces for
eligible individuals

Crisis - comprehensive array of programs
designed to stabilize the conditions of acute or
severe psychiatric symptoms

Other progr'ams

Total program services

Administrative aIld general

Total expenses

NOTE 9 - FAIR VALUE MEASUREMENTS

62,715

877,194

471,321

348,057

348,621

284,700

188,611

3,088,096

785,491

$ 3,873.587

416,838

821,536

543,691

510,498

358,763

291,618

204,503

3,687,395

906.856

$ 4,594.251

Professional accounting standards establish a hierar'chy that priOIitizes fair value
measurements based on the types of inputs used for the various valuation techniques
(market approach, income approach, aIld cost approach), The levels ofthe hieraI'chy ar'e
described below:



APPALACHIAN COMMUNITY HEALTH CENTER, INC.
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2010 AND 2009

NOTE 9 - FAlR VALUE MEASUREMENTS (Continued)

18

o Levell: Observable inputs such as quoted prices in active markets for
identical assets or liabilities.

• Level 2: Inputs other than quoted prices that are observable for the asset or
liability, either directly or indirectly; these include quoted prices for similar
assets or liabilities in active markets and quoted prices for identical or similar
assets or liabilities in markets that ar·e not active.

o Level 3: Unobservable inputs that reflect the reporting entity's own
assumptions ..

. Faii value of assets and Tiabilities meastired Oll a reclliifug 5a:sisat June 30,2010anif
2009 are as follows:

Quoted Prices in Significant
Active Markets for Other Significant

Identical Observable Unobservable
AssetslLiabilities Inputs Inputs

June 30, 2010 and 2009 Fair Value (Levell) (Level 2) (Level 3)

Assets

Certificates olDeposit $ 915,000 $ $ 915,000 $

Iotal investments at fair value $ 915000 $ $ 915000 $

NOTE 10 - CONTINGENCIES

Under the terms of certain grant programs, periodic audits may be made, and certain
costs may be questioned as not being appropriate expenses.. Laws and regulations
governing the grant progr·ams and allow ability of program costs ar·e complex and
subject to interpretation. Accordingly, such audits could lead to disallowances requiring
reimbmsements to the grantor agencies, which could be material to the Center's
fInancial statements. Management of the Center believes that the Center is in
compliance with applicable laws and regulations in all material respects ..

Also, the Center is involved in various legal actions from time to time in the ordinary
comse ofbusiness .. Management is not cmrently awar·e ofany matters, which will have a
significant adverse effect on the accompanying fmancial statements.



AWARDING
AGENCY

WVDHHRwBHHF
WVDHHR - BHHF
WVDHHR -Bm-IF
WVDmm. R mn-IF
WVDHHR. w Bl-ll-IF
WVDHHR - B}nlll
WVDEl-llt - BI-1I-l[t'
WVDHHR ~ BI-n-IF
WVDHHR - BI-rr-w

GRANT
NAME

CommuniLy Placement
COfe Services & Crisis Improvement
Case Management
Disaster EoUine
DD Client COfe ServICes
Uncompensated Care
PI Services
Support and AlLematlve Services
Community Supports Improvemen('

APPALACEIIAN COMMUNITY HEALTH CENTER, lNC.
SCl-illDULB OF STATE GRANT AWARDS

YEAR ENDED JUNE 30, 2010

GRANT PEIUODOF TOTAL
JDENTfli'ICATION AWARD AWARD

o525~2010-2870-803-252 07/01/2009 - 06/30/2010 I 32,850
0525-2010R2851-219w 252 07/01/2009 - 0613012010 225,230

0525.,20 J0-2851-219-252 07/01/2009 - 06130120JO 25,000
0525~2010w2851-219-252 07/0112009 - 06/30/2010 10,000
0525-2010-2870"219w 252 07/0112009 - 06/30/2010 71,207
0525w2010~3065-219~252 07/01/2009 - 06/30/2010 558,046
0525-2010w2B85-219-Z52 07/0112009 R06/30/2010 39,000
0525-20 10·3041~219R252 07/0112009 R06/30/20 10 182,408
0525-2010R3702-219-252 07/01/2009 - 06/30/z01O ~666

TOTAL $ 1,296,407

i

il
il
'i

R~.~' PTS

I 112 ,620­
!22 ,230

"12 ,OOJI ,000
i 7 ,207
!55 ,046
1,1 3 ,058
i~8 ,408
iJ3,,353

$ 1~61·925
!i

i,1

!i
"',I

II

i,1

,I
',1

"II
i

iii

iI
II
"II
'i1
!

EXPENSES

$ 30,000
225,230

25,000
tO,OOO
71,207

558,046
39.000

182,408
152,666

$ ',293,557

UNEXPENDED AMOUNT
BALANCE RECEIVABLE

$ 2,850 $ 4,380

4,997
1,000

5,942

~313

$ 2,850 $ 31,632

~

\D



APPALACHIAN COMMUNITY HEALTH CENTER, INC
SCHEDULE OF EXPENDITURES OF BHHF FEDERAL AWARDS

BY STAIEACCOUNT NUMBER
YEAR ENDED JUNE 30, 2010

20

FEDERAL
PROGRAM TITLE

FEDERAL
CFDA # S TAIE ACCOUNT NUMBER EXPENDITURES

WV Data Infiastructure ILlll 8723-201 1-2849-096-128 $ 7,500

Block Grant for
Prevention and
Treatment of
Substance Abuse 93959 8793-20 I0-2885-096-128 56,543

~H5~ 87~3-2010-28~2-0~6-128 .u'J.,,54}
.--_~~_=,._,__-.c- .. ------

$ 159,586



APPALACHIAN COMMUNJlY HEALTH CENTER, INC.
SCHEDULE OF EXPENDITURES OFBHHF STATE AWARDS

BY STAlE ACCOUNl NUMBER
YEAR ENDED JUNE 30, 2010

21

STATE ACCOUNT NUMBER

0525-2010-2870-803-252
0525-2010-2851-219-252
0525-2010-2851-219-252
0525-2010-2851-219-252
0525-2010-2870-219-252
0525-2010-3065-219-252
0525-201 0-2885-219-252

.. ·0525-2010:3041=219025Z
0525-2010-3702-219-252

EXPENDITURES

$ 30,000
225,230

25,000
10,000
71,207

558,046
39,000

....... ·182,408

152,666

$ 1,293,557



APPAlACHIAN COMMUNITY HEAl IH CENTER, INC
SCHEDUlE OF BHHF FUNDING STATUS FOR PURCHASE

ORDER #G100000
YEAR ENDED 1UNE30, 2010

22

AMOUNT AMOUNT AMOUNT
FINALBHHF EARNED NOIEARNED EARNED AND AMOUNT

BHHF ACCOUNT NUMBER AWARD AND BILLED BUT BILLED NOIBILLED COLLECTED

0525-2010-2870-803-252 $ 32,850 $ 30,000 $ $ $ 25,620
0525-2010- 2851-219-252 225,230 225,230 225,230
0525-2010-2851-219-252 25,000 25,000 20,003
0525-2010-2851-219-252 10,000 10,000 9,000
0525-2010-2870-219-252 71,207 71,207 ' 71,207
0525-2010-3065-219-252 558,046 558,046 558,046
0525-2010-2885-219-252 39,000 39,000 33,058
0525-2010-3041-219-252 182,408 182,408 182,408
0525-2010,3702-219-252 152,666 152,666 13 7,353

-·i
.... .__ &7-1J""QJ..b1849~091b128~~ . 1,,0(6 7,$QL . =====c.. __-"------ .._----------------------=

8793-2010-2885-096..128 56,543 56,543 48,365
8793-2010-2892-096-128 95,543 95,543 95,543

$ 1,455,993 $ 1,453,143 $ $ $ 1,405,833



APPALACHIAN COMMUNITY HEALTH CENTER, INC.
C,m,''',,, S,'"d,', orrwp,rt, m,d Eq"pm," P,,,h~,dwiU, BHH' Adm'''''''"d F""di"~

Yeur Ended Junc 30,2010 !

Vcndor l'rovider Dale Cosl of II Slatc Account EstimatedDescnntion orucn! Vendor Name lOll 10# AcnUlred lIem ! Number Useful Life

lDM PSlVnluc Poinl48GSX Processor IBM I'C Direct 37924 09/20{94
!I

8793-1994-2891-096-252-0033040,
I,GO~.O 5 vellfllw/14v Color Monitor and kllvboard

8504-04-E-V-05-08-SA
!i

OPSCAN 2 (sllanner and sonware) NCS 37924 10121/94 6,627:.1 879]-1994-2891-096_252_0033040 5 years321X Assessments , 8504-04-E-V-05-08-SA
I

IBM AptlvlI-monilor, llompuler IBM C=23D9254 M=6674634 37924 OR/20/96 2,9731~0 0525-1997~2RR4-219-252 5 yealllwI Lexmark Oplm E Printer P"'II-D9010

2,971
lDM Aplivll-momlor, computer IBM O=13B9170 M"'6699G05 37924 08/10/96 8793-1997-2891-096-252-00951 5 vearnw/ Lexmark Optm E Printer f'",11-D6839

"J,IBM Aplivll-momlor, computer IBM C=23D9196 M"'G699614 37924 08/20196 8793-1997-2891-096-252_00952 5 vearsw/ Lexmark Optm E Prinler P"'II-D6861

~J,liM Apllva-mooitor, computer IBM C=>23B9259 M"6699606 37924 08/20/96 8793-1997-2891-096-152_00952 5 yearsw/ Lexmark Oplm E Prinler P=II-06855

"J"lDM Apliva-monitor, eompuler IBM C=23B9201 M=6660864 37924 08/20196 8793-1997-2891-096-252-00952 5 YearswI Lexmark Oplrll E Printer 1'=11-06873

113M Aplivll-monitor, llompuLer IBM C=>23D9255 M"'6699648 37924 08/20196 2,97~ 48 8793-1997-2891-096-252-00952 5vellfBwi LeltlTlark Oplra E Printer "=11-06854

lDM Aptlva-monilor, llompuler IBM C=>23D9252 M"'6699617 37924 08120196 2,97348 8793-1997-2891-096-252-00952 5 vearswI LeKmark Optra E Printer 1''''11-06877

"34;1,,IBM Aphvll"monilor, llompuler IBM C"'23D9189 M"'66996J3 37924 08120/96 0525-1997-2884-219_252 5 yearsw/Winwriler 150 C Inkjet P=11-X7383

i
GravlllyTmclorwl mower Mountain VillW TRACTOR" 000636 37924 06120/97

,
0525-1997-2923-219_252 5 vears7,85~i36

EqUIpment Sales MOWER = 000750

I
Utility Trailer Mountain View 40EUS1210TSOO16321 37924 06120/97 1,I0~loo 0525-1997-2923_219_252 5 vears

Equlpmenl Sales

Wheelohalrw/lin & sling Gunnell Inc. 19]69 ]7924 06/27/97 4,10284 0525-1997-2870-219~252 3 vears

PentIum 120 Computer momlor, Lothes Computer C"'BG45AP53 37924 06127/97 1,73946 0525-1997-2923-219-252 5 vears& Callnon DJC 240 Prinler ServIces M=M3T5703 J0481
1''''BHN83751

Sharp srr 2014 CopIer Office Produllls, Inc. 76603891 37924 OGl29/97 1,00t 00 879]-1997-2886-096-152-00952 5 vears

1997 Ford BsllOrl4 door ~ JllnkinsFQrtl IFALPIOPOVW301146 37924 06129197 12,33~j05 0525-1997~2890-219-252-00952 $7000 5,~

I 8793-1997-2891-096-252-00952 $5332

Nw
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APPALACHIAN COMMUNITY HEALTH CENTER, INC.
Cumulallve Schedule ofProperty lind Eqwpmenl Purehnse<i with BUB!' Adminislered Funding

Yenr Bnded June 30, 2010

,I
Vendor Provider Dele Coslof II Stale Account EstimaledDescri lion ofllem Ven<inrNllme 1011 IDII ACClUlTlld Item I Number U~cful Life

Conon DRJ020 DeskLop scanner Supenor Office AA301770 37924 08/05197 3,99:11" 8793- I998-2891-096-252-02060 5 years

HowleLl Packnrd Color Monitor, H. L. Hellliter. Inc. C=US731 I0637 37924 09/16197 8793-1997-2891-096_252_0952 5 Yearskeyboard nlld computer w/modem ofElkins M=HBW-D2818A ,.
74r

lDM PC - Randolph Co. Premier Computer 230XYCR 37924 04/09199 1,624:'8 5152- I999-2875-099-252_03394 5 yearnliM PC - Upshur Co. Prelmer Compulllr 23GXZAT 37924 04/09/99 1,62~j 8 5I52-1999-2875-099-252_03394 5 yearsliM PC - Barbour Co. Premier COinputer 23tlXYWG 37924 04/09f99 1,624,?8 5152-1999-2875-099~252_03394 5 vearsIBM PC - Tuckor Co. PremIer Computer 2JGXZHH 37924 04/09/99 1,624,98 5152~1999-21175-099-252_03394 S vearn

IBM PC PremIer Computer M-23XZTMI' 37924 06/23/99
1,

171j" 8793-1999-288(;.096_252_03087 5 yenrs

ASI TrcatmenL Trucking Upgru<ie QuickStarL Syslems 37924 06122/99 2,418'100 8793-1999~2892-096_252_03087 4 YearsASI Trcalmelll Tracking Upgrade QuickSlnrl. SYStems 37924 06l22f99
2,

4t8rO 8793-1999-2890·096-252-03087 4 venrs

lIlM ThinkPnd 390X (2626-HOU) I'll Premier Computer AFlJiLM7 37924 04/05/00
2,

436t 8793-2000-2885-096-128-04135348.14 5 years400MHz6.4GI3/64MB,14.1"TFI'
879]-2000-2892-096-128_04135 348.14Display, 56K Modem, Win '98

, 8793-200Q..2890-096-128-04135348.14

!

8793-2000-2886-096~128-04135 348.13
0525~2000-2884-219-252 1,044.]9

illM Thinkcentre A50 40GB/256MB I'renller Computer C"'814822U M=63J2<lHN 37924 06/06/05

"'''r
8793-2005-2892-096-128~1 0596 5 ycnrs17" LC1UIlllrk Pft. lIlonilorw{ spellkCTII P=22S0600 S=970082-0403

lI3M Thinkpnd 041 40 Q1256MB Premier Comlluter C=28865TU 37924 06!25/0S"
1.

243WO 8793-2005-2892-096-128_1 0596 5 yearsillM256M13 DDRSODlMM 311'9830

FurnllclI-NC Ullit PI Sheller Trillngel HClllilig & Cooling Inc. 340MV048080AJKA-1905A00757 37924 06/17/05
ii

0525-2005-2885-219-2S2{258 5 years3,
300r

Microsoil Office Profe~~IOllnl Edition200J Boston Tcchnologle~, Inc. 37924 11/30/06 2,495l00 8723-2007-2849_096_128 3 years

Ii2007 Toyola Sienna Van Dava Cllva's Tovola World ]7924 06/2]/07 25,5721; 0 0525-2007-]072_219_252 5 vellrs

2006 Tovota Sienoll Van Dan Cava's Tovoln World 37924 07128/06 28,123l 5 0525-2007-3072~219_252 5 yeOlrS

Lenovo Tllinkj'nd W5004062 Boslon Tenhnologles 37924 06130/09 1,4771 3 0525~2009-3702-219-252 5 years

, 144,970:17

il
,

I
,
,

I

to
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APPALACHIAN COMMUNITY HEALTH CENTER, INC.
BEHAVIORAL HEALTH AND HEALTH FACILITIES

STANDARDIZED FINANCIAL STATEMENTS - BALANCE SHEET
FOR COl\llPREHENSIVE AND.MR/DD FACILITIES

ACCRUAL BASIS

25

June 30, 2010
ASSETS

2,745,568

144,970
(127,466)

(2,463,867)
299,205

I :I
I $ 1,921,640 I

NONCClJRRENT ASSETS.

FIXED ASSETS
II. Property, Land and Equipment - BHHF
12 Less Accumulated Depreciation
13. Property, Land and Equipment - Other
14.. Less Accumulated Depreciation
15 .. Total Property, Land and Equipment (NET)

OTHER NON-CURRENT ASSETS
16. Long-Term Investments
17 Other

18. TOTAL ASSETS (rotal oflines 10, 15, 16 and 17)

1 Cash $ 244,317
2. ShOlt Term Investments 915,000
3 Accounts Receivable - BHHF 47,310
4. Accounts Receivable- Client 23,065
5.. Accounts Receivable - Medicaid 112,611
6 Accounts Receivable - Medicaid .MR/DD Waiver 180,511
7 Accounts Receivable - Other 25,430
8.. InventOlY 2,056
9 Prepaid/Other 72,135
10. TOTAL CURRENT ASSETS (Iotal ofiines 1-9) 1,622,435

- 0·-

LIABlLlTES
CURRENT LIABILITIES:

19 Accounts Payable
20.. Taxes Payable
20a Provider Taxes Payable
21. Line of Credit - Payable
22. ShOlt-Term Notes Payable
23. Accrued Expenses
24. Other Cuuent Liabilities
25. TOTAL CURRENT LIABILITES (rotaloflines 19 through 24)

$ 46,765
34,288

(21,643)
175,000

-
122,249
193,287
549,946

LONG-TERM LIABILITIES:
26. Long-Telm Notes Payable
27 Othel Long-Term Liabilities

28 TOTAL LIABILITIES (rotal oflines25,26 and 27)

584,136 ,

1,134,082 I
NET ASSETS

29.. Umestricted Net Assets
30 Temporarily Restricted Net Assets
31. Permanently Restricted Net Assets

32 TOTAL LIABlLITIES AND NET ASSETS
(Iotal of lines 28 throuAA 31)

~
I$ 1,921,640 I



APPALACHIAN COMMUNITY HEALTH CENTER, INC,
BEHAVIORAL HEALTH AND HEALTH FAClLIIIES

STANDARDIZED FINANCIAL STATEMENTS - INCOME STATEMENT
FOR COMPREHENSIVE AND MRlDD FAClLIIIES

ACCRUAL BASIS
June 30, 2010

REVENUE AND SUPPORT
1. Charity Care $ -
la Charity Care - Account 4311., I 89,577
Ib, Charity Care - Account 4311 2 157,038
Ie, Charity Care- Account 4312, I -
Id, Charity Car'e - Account 4312 2 -
Ie, Charity Care - Account 4314..1 -
If. Charity Car'e - Account 4314 2 -
Ig" Charity Care - Account 4315 182,408
Ii. Charity Car'e - Account 4329 (246,615)
Ij. Charity Care - Account 4358 (182,408)

,,, ;;;::, :;W;;';;;;':;>S~if;'?i"'~](li,:

2 Gross CIienfService Revenue . 2,081,107
], Contractual Adjustments (Target Funds) (1,774)
3a Contractual Adjustments (Non-Target Funds) (49,187)
4, Bad Debt -
4a, Bad Debt (BHHF Target Funds) -
4b, Bad Debt (BHHF Non-Target Fnnds) -
5" Net Client Service Revenue 2,030,146

26

Net Client Service Revenue
6" Medicaid (1arget Funds)
6a, Medicaid (Non-Target Funds)
7, Medicaid MRlDD Waiver (Non-Target Funds)
8, ICFIMR (Non-Target Funds)
9, Private Pay (Non-Target Funds)
9a PIivate Pay (BHHF Target Funds)
9b, Private P1\Y (BHHF Non-Target Funds)
10 Other Client Service Revenue (Target Funds)
lOa, Other Client Service Revenue (Non-Target Fnnds)
I L Total Net Client Service Revenue

a,me 11 must <iJ'!:l"ee with line 5)

12 BHHF Support
13 OtherlPublic Support
14 Other

15, TOTAL REVENUE AND SUPPORT
(Iota! of line 11 through line 14)

EXPENSES
16., Salaries
17, Fringe Benefits
18, Contractual Services
19 Provider Tax
20 Depreciation Expense
21, Other Expenses

22, TOTAL EXPENSES
(Total afline 16 through line 21)

23, NET INCOME (LOSS)
(line 15 minus line 22)

23,244
723,203

1,026,038
-

1l,090
140,248

3,970
102,353

2,030,146

1,453,143
92,576
24,121

3,599,986]

2,016,220
796,826
269,318

70,342
77,795

643,086

I 3,873,587 I

I$ (273,601)/
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~Suttle&
~StaJnaKer
CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND COMPLIANCE AND OTHER MATTERS BASED ON AN

AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENTAUDITING STANDARDS

Appalachian Community Health Center, InC.
Elkins, West Virginia

We have audited the financial statements of Appalachian Community Health Center, Inc .. (the
Center) as of and for the year ended June 30, 2010, and have issued am report thereon dated
November 10, 2010 We conducted our audit irr accordance with auditirrg standards generally
accepted irr the United States ofAmerica and the standards applicable to financial audits contairred irr
Government Auditing Standards, issued by the Comptroller General ofthe United States.

Internal Control Over Firrancial Reportirrg

In planning and perfollning am audit, we considered the Center's irrternal control over financial
reportirrg as a basis for designing our auditirrg procedmes for the purpose of expressirrg am opinion
on the financial statements, but not for the purpose ofexpressirrg our opinion on the effectiveness of
the Center's irrternal control over fmancial reportirrg. Accordingly, we do not express an opinion on
the effectiveness of the Center's irrternal control over financial reportirrg.

A deficiency irr irrternal control exists when the design or operation of a control does not allow
management or employees, irr the normal course ofperfornrirrg their assigned functions, to prevent,
or detect and correct misstatements on a timely basis.. A material weakness is a deficiency, or a
combirration of deficiencies, irr irrternal control such that there is a reasonable possibility that a
material misstatement of the entity's fmancial statements will not be prevented, or detected and
corlected on a timely basis ..

The Virginia Center, 1411 Virginia Street, East" Suite 100" Charleston, WV 25301
Phone (304)-343-4126 or 1-(800)-788-3844· Fax (304)-343-8008

Towne Square" 201 Third Street· PO Box 149" Parkersburg, WV 26102
Phone (304)-485-6584·· Fax (304)-485-0971

www suttlecpas com" E-mail: cpa@suttlecpas com
A Professional Limited Liability Company
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Our consideration of the internal control over fmancial reporting was for the limited pUIpose
described in the fIrst paragraph of this section and was not designed to identify all defIciencies in
internal control that might be defIciencies, signifIcant defIciencies or material weaknesses .. We did
not identify any defIciencies in intemal control over fmandal reporting that we consider to be
material weaknesses, as defmed above .. However, we identifIed certain defIciencies in internal
control over fmancial reporting, described in the accompanying schedule offmdings and responses
that we consider to be signifIcant defIciencies in intemal control over fmancial reporting: 20I0-1,
2010-2. A signifIcant defIciency is a defIciency, or a combination ofdefIciencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged
with govemance.

Compliance and Other Matters

~~:f=0Mainingcreas€mabf&aSSUFanGe'1lb0utwhethertheo@enter':flinaneialotatem~ntsmeofiee-of

material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and
material effect on the determination offinancial statement amounts. However, providing an opinion
on compliance with those provisions was not an objective ofOUI audit and, accordingly, we do not
express such an opinion. The results ofour tests disclosed no instances ofnoncompliance or other
matters that are required to be reported under Government Auditing Standards.

We noted certain matters that we reported to management of the Center in a separate letter dated
November 10,2010.

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

This report is intended solely for the information and use of the board of directors, management,
federal and state awarding agencies, and pass-through entities, and is not intended to be and should
not be used by anyone other than these specifIed parties..

~~~~..L,?ac
Charleston, West Virginia
November 10,2010



2010-01

Criteria:

Condition:

Cause:

Effect:

Recommendation:
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APPALACHIAN COMMUNITY HEALTH CENTER, INC.

SCHEDULE OF FINDINGS AND RESPONSES

Account Reconciliations I Accounting Systems

Management should ensure that the financial records ofthe Center are accurately
presented and that all accounts have been reconciled to supporting ledgers and
documentation.

There were several year-end accounts that were not fully reconciled to the items
comprising the year-end balance.. The accounts affected included cash, acclUed
salaries and wages, acclUed payroll taxes, acclUed armual leave, accounts
receivable, accounts payable, and net assets ..

A systematic review of the trial balance accounts and underlying data is not
£Wt;Jltiy perlormed Qfl-a.r~g]j:@::baSls mclJJdmg aLy~enjLlhe:::Centel'Jlii&a
custom designed accounting system that is not fully integrated and has over the
years developed several procedures and mechanisms that complicate the
reconciliation process.. In addition, Center personnel often wait for technical
assistance provided in conjunction with the audit to make certain entries ..

The trial balance as presented for our audit required many adjusting joumal
entries to reconcile accounts to reporting documentation.

We recommend that management make a concerted effort to regularly reconcile
all accounts to supporting ledgers and documentation, and review the ending
balances to ensure that these items are accurately stated.

Management's
ResponselVieffis
Responsible
Officials:

Management will continue dialogue with the system developer regarding
of operation design ofthe module. In addition, with technical assistancefrom the

auditors, management will attempt to reconcile the applicable accounts to the
general ledger on a monthly basis with an emphasis on the year end
reconciliations.
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APPALACHIAN COMMUNITY HEALTH CENTER, INC.

SCHEDULE OF FINDINGS AND RESPONSES

2010-02 Pr·operty and Equipment / Depreciation Expense

Criteria: Management should ensure that purchases offixed assets are properly capitalized
at the time ofpurchase . Also, management should track depreciation on fixed
assets and make ajournal entry at year end to record actual depreciation expense
and accumulated depreciation, rather than relying on prior year estimates.. In
addition, a physical inventory offIXed assets should be taken every two years and
reconciled to the fIXed asset listing

Condition: Currently, depreciation expense is being recorded as an estimate based on prior
years .. In addition, a complete inventory was taken in 2009, but it was not
reconciled to the Center's fixed asset listing..

----- ----
Cause: The fIXed assets spreadsheet as developed by management has been updated for

current year activity; however, it has not been reconciled to the results of the
physical inventory..

Effect: Depreciation expense is not always recorded accurately in the fmancial records
of the Center, and assets may have been disposed of, but not removed from the
records ..

Recommendation: We recommend that management track depreciation on the fIXed assets
spreadsheet and make ajournal entry at year end to record actual depreciation
expense and accumulated depreciation rather than relying on prior year estimates.
Finally, a fixed asset inventory, when performed, should be reconciled to the
fixed asset listing.. Any adjustments or corrections should be made in a timely
marmer..

Management's
ResponseIVieffis
Responsible
Officials:

Management will reconcile the physical inventory to the fixed asset listing, and
of will make the year endadjustment to depreciation andaccumulateddepreciation

ba;,ed on the actual calculation for the year.


