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INDEPENDENT AUDITOR'S REPORT ON FINANCIAL STATEMENTS 
AND SCHEDULES OF EXPENDITURES OF FEDERAL AND STATE AWARDS 

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

Rsport on the Financial Statements 

We have audited the accompanying financial statements of E. A Hawse Health Center, Inc. which 
comprise the statements of financial position as or May 31, 2016 and 2015, attd the related 
statements of actJvttles, changes In net assets, and cash flows for the years then ended, and the 
related notes to the financial statements. 

ManaJgement'e Reapon~ibility fer the Financial Ststements 

Management Is responsible for the preparation and fair presentation of these financial statements 
in accordance with accounting principles generally accepted in the United S1ates of America; this 
includes the design, Implementation and maintenance of internal control relevant to the preparation 
and fair presentation of financial statements that are free from material misstatement, whether due 
to fraud or error. 

Auditor's Reeponslbtlfty 

Our responsibility is to express an opinion on these financial statements based on our audits. We 
conducted our audits In accordance with auditing standards genemlly accepted In the United States 
of America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of1ha United States. Those standards require that 
we plen and perform the audits to obtain reasonable assurance about whether the fmanciaf 
statements are free from material miss1atement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depand on the auditor's 
judgment, including the assessment of the risks of material misstatement of the fir1ancial 
statements whether due to fraud or error. In making 1hose risk assessments, the auditor considers 
internal control relevant to the en1ity's preparation and fair presentation of the financial statements 
in order to design audit procedures that sre appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness ofthe entity's Internal controL Accordingly. 
we express no such opinion. An audit also includes evaluating the appropriateness of accounting 
policies used end the reasonableness of significant accounting estimates made by management, 
as well as evaluating the overall presentation of the financial statements. 

t;mJy,~pon, WV Budthannon . Vo/'1 Chari~St(ll',, Wv Colunlb<Js, Oil lewisbvg, WV Meadville, FA Morganto\'V'l, 1/'J\' N~~,, C;~sile. PA "'i~st urgt. , PA 



We believe that the audit evrdence we have obtained is sufficient and appropriate to provide a basis 
tor our audit opinion. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of E. A. Hawse Health Center, Inc. as of May 31, 2016 and 2015, and the 
changes in its net assets and its cash flows for the years then ended In accordance with accounting 
principles generally accepted in the United States of America. 

Other Matters 

Other Information 

Our audits were conducted for the purpose of forming an opinion on the 2016 financial statements 
as a whole. The accompanying schedule$ of expenditures of federal awards and expenditures of 
state awards, as required by the Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform 
Administrative Requirements, Cost Principles and Audit Requirements tor Federal Awards and the 
State of West Virginia, are presented for purposes of additional analysis and are not a required part 
of the financial statements. Such Information is the responsibility of management and was derived 
from and relates directly to the underlying accounting and other records used to prepare the 
financial statements. The information has been subjected to the auditing procedures applied in the 
audit of the financial statements and certain additional procedures, including comparing and 
reconciling such Information directly to the underlying accounting and other records used to 
prepare the financial statements or to the financial statements themselves, and other additional 
procedures in accordance with auditing standards generally accepted in the United States of 
America. In our opinion. the information is fair1y stated, in all material respects, In relation to the 
financial statements as a whole. 

Other Reporting Required by Govemment Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated 
February 28, 2017. on our consideration of E. A. Hawse Health Center, Inc.'s interne I control over 
financial reporting and on our tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements and other matters. The purpose of that report is to describe the 
scope of our testing of internal control over financial reporting or on oompliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in 
considering E. A. Hawse Health Center, Inc.'s internal control over financial reporting and 
compliance. 

~t~~LL1J 
Bridgeport, WV 
February 28, 2017 
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E. A. HAWSE HEALTH CENTER, INC. 
STATEMENTS OF FINANCIAL POSITION 

May 31, 2016 and 2015 
2016 2015 

ASSETS 
Cash and cash equivalents $ 1,753,315 $ 1,489,754 
Patient seiVice and third-party reooivables, net 1,527,829 1,039,077 
Grants receivable 55,660 244,361 
Medicare and Medicaid cost report receivables 35.000 25,000 
Inventories 445,758 395,588 
Prepaid expenses and deposits 21,775 61 ,270 

Total current assets 3,839,337 3 ,255 050 

PROPERTY AND EQUIPMENT, at cost 
I. and 38,638 38,638 
Buildings and improvements 2,355,841 2,369,462 

Furniture and equipment 1.912.429 1,689,261 
4,306,908 4,097,361 

Less accumulated depreciation 21547!524 2,347'1496 
1759.384 1.749,865 

Total assets $ 5,598,721 ~_§004,91~ 

LIABILITIES AND NET ASSETS 
Notes payable, current por1ion $ 67,339 $ 73,754 
Trade accounts payable 168,257 239,1'17 
Accrued expenses 416,534 324,042 

Total current liabilities 652,130 636,913 

Notes payable, long~term portion 532,674 805,502 

Deferred revenue 26,000 26,400 

TotalliabHitles 1 210.804 1,468,815 

NET ASSETS 
Unrestricted 4,365,246 3,318,642 

Temporarily restricted 22,671 217,458 

Total net assets 4,387,917 3.536,100 

Total liabilities and net assets $ 5,598,721 $ 5.004,915 
~ 

The Notes to Financial Statements are an Integral part of these statements. 
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E. A . HAWSE HEALTH CENTER, INC. 
STATEMENTS OF ACTIVITIES 

Years Ended May 31,2016 and 2015 

Unrestricted revenues and support 
Patient service revenues, net of contractual allowances 
Less bad debts end allowances 
Net patient service revenues 
Donated phannaceuticals 
Federal grants 
State grants 
Net assets released from restrictions 
Other 

$ 

2016 

12,616,976 
3.44<3 185 
B, 168,791 

120,051 
1,344,964 

212,653 
212,049 
106,289 

Total unrestricted revenues and support __ 11.164 797 

Unrestricted expenses 
Salaries and wages 
Donated drugs and supplies 
Medical and other supplies 
Payroll taxes and employee benefits 
Contracted services 
Professional services 
Repairs and maintenance 
Rent 
Depreciation 
Insurance 
Utilities and telephone 
Travel and education 
Interest 
Other 

Total unres1rlcted expenses 

Change in unrestricted net assets 

4,804,143 
120,051 

3,010,127 
759,841 
256.588 
63,144 

244,402 
224,723 
200,028 

21,606 
194,520 
34,843 
53,561 

130,616 

1Q. 118 193 

$ 1,046,804 

The No1es to Financial Statements are an integral part of these statements. 
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2015 

$ 10,449,534 
2 ,196,332 
8,253,202 

137,129 
1,060,874 

261,433 
38,725 
11903 

9 763,266 

4,488,735 
137,129 

2,241,009 
715,209 
246,669 

65,746 
198,774 
144,594 
166,080 
20,674 

142,281 
58,897 
62,146 
65,531 

a 753 474 

$ 1,009,792 



E. A HAWSE HEALTH CENTER, INC. 
STATEMENTS OF CHANGES IN NET ASSETS 

Years Ended May 31, 2016 and 2015 

TEMPORARILY 
UNRESTRICTED RESTRICTED 

Balance May 31, 2014 $ 2,308,850 $ 44,134 

Restricted grants 212,049 

Net asse1s released from restrictions (38.725) 

Change in unrestricted net assets 1,009,792 

Changes in net assets 1,009,792 173,324 

Balance May 31, 2015 3,318,642 217,458 

Restricted grants 17,262 

Net assets released from restrictions (212,049) 

Change in unrestricted net assets 1,046,604 

Changes in net assets 1,046,604 -- (194,787) 

Balance May 31, 2016 ~ 4,365.216 $ .E&?~ 

The Notes to Financial Statements are an Integral pert of these statements. 
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TOTAL 

$ 2,35.2,984 

212,049 

(38,725) 

1,009,792 

1,183,116 

3,536,100 

17,262 
(212,049) 

1,046,604 

as1.a1r 

$ 4.!87,917 



E. A HAWSE HEALTH CENTER, INC. 
STATEMENTS OF CASH FLOWS 

Years Ended May 31 , 2016 and 2015 

2016 2015 
CASH FLOWS FROM OPERATING ACTIVITIES 

Change in net assets $ 851,817 $ 1,183,1i6 
Adjustments to reconcile change in net assets 
to net cash provided by operating activities: 
Depreciation 200,028 166,080 

(Increase) decrease in: 
Patient and 1hlrd-party receivables (488, 752) 75,514 
Federal and state grants receivable 188,701 (197,618) 
Medicare and Medicaid cost report receivables (10,000) 168,179 
Inventories (50, 170) (107,826) 
Prepaid expenses and deposits 39.495 (1.317) 

Increase (decrease) in: 
Trade accounts payable (70.860) 63,937 
Accrued expenses 92,492 96,089 
Deferred revenue t4oo: !400} 

Net cash provided by ope~ting activities 752,351 1,447,754 

CASH FLOWS FROM INVESTING ACTIVITIES 
Property and equipment acquisitions ~209,547 1140,123} 

Net cash (used in) investing activities 1209,547) t140, 123) 

CASH FLOWS FROM FINANCING ACTIVITIES 
Payments on long-term debt <279,243 . 1217,360 , 

Net cash (used in} financing activities <279,243) 1 217,360 ) 

Net increase In cash end cash equivalents 263,561 1,090,271 

Cash and cash equivalents, beginning 1,489,754 399,483 
Cash and cash equivalents, ending $ 1,753,315 $ j,489,?~4 

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION 
Cash paid for Interest $ ?3,561 L 621 14~ 

The Notes to Financial Statements are an integral part of these statements. 
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NOTES TO FINANC~Al STATEMENTS 

NOTE~. NATURE OF OPERATiONS 

E. A. Hawse Health Center, Inc. (the Organization or the Center) is a non-profit 
organization established as a Federally Qualified Health Center (FOHC) for the 
purpose of providing primary care services to the residents of Hardy County, West 
Virginia and the surrounding areas. The Organization's revenues are received 
primarily from patients, governmental grants, and donated pharmaceuticals. The 
Orga:nization's principal operations are in Baker, West Virginia. Baker Is situated In 
Hardy County, West Virginia, 

The Center's Articles of Incorporation established e General Membership consisting 
of 15 members. The General Membership is responsible for electing the Center's 
Board of Directors. The members come from various civic and social organizations in 
the area. 

NOTE 2. SUMMARY OF SIGNIFDCANT ACCOUNl1NG POliCIES 

Basis of Financial Reporting 
These financial statements have been prepared on the accrual basis of accounting_ 
The Organization reports information regarding its financial position and activities 
according to three classes of net assets: 

Unrestricted net essets - net assets not subject to donor/grantor-imposed 
stipulations. 

Temporarily restricted net assets - net assets subject to donor/grantor-Imposed 
stipulations that will be met either by actions of the Org&:mization and/or the passage 
of time. 

Permanently restricted net assets - net assets subject to donor/grantor-imposed 
stipulations that they be maintained permanently by the Organization. 

Revenues are reported as Increases In unrestricted net assets unless use of the 
related assets is ltmited by donor/grantor-imposed restrictions. Expenses are 
reported as decreases in unrestricted net assets. Gains and losses on assets or 
liabilities are reported as increases or decreases ln unrestricted net assets unless 
their use is restricted by explicit donor/grantor stipulation or by law. 

Cash and Cash Equivalents 
For purposes of the statements of financial position and cash flows, the Organize lion 
considers all highly liquid investments, which are readily convertible into known 
amounts of cash and have a maturity of three months or less when acquired to be 
cash equivalents. The carrying amount of cash equivalents appro:Jdmates fair- value 
because of the short maturity of these financial instruments. 
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NOTE2. 

NOTES TO FII\IANCtAL SrATEMENTS 

SUMMARY OF SIGNIFlCANT ACCOUNTING POLICIES 

Management's Estimates 
The preparation of financial statements in conformity with accounting principles 
generally accepted in the United States of America requires management to make 
estimates and assumptions that affect the .reported amounts of assets and liabilities 
and disclosure of contingent assets and liabilities at the dates of the financial 
statements and the reported amounts of expenses during the reporting perlods. 
Actual results could differ from those estimates. The most significant estimates 
affecling the financial statements ere the collectabillty of receivables, depreciation, 
and revenue recognition. 

Receivables 
Receivables are unsecured. and represent the estimated net realizable amounts from 
patients, third party payers, federal and state grants, and others for services 
rendered. The Organization utilizes the reserve me1tlod for accounting for bad debts, 
and proVides for uncollectible amounts within the allowance for doubtful accounts. 
Amounts that are deemed uncollectible are charged against the reserve. 
Management's estimates of allowances for doubtful accounts are based on historical 
experience and analysis of individual patient and third-party rece1vables. Accounts ere 
considered delinquent if payment is no1 received in 90 days. Specific balances are 
written off at the time that they are determined to be uncollectible. As of May 31, 
2016 and 2015 the allowances for uncollectible accounts were 5507,974 and 
$377,974, respectively. Receivables associated with insurance companies and self­
pay patients (including patients with no insurance and deductibles and copayments for 
patients w!th insurance) the Organization records a provision for bed debts 1n the 
period of service based on its pAst el(perienr.e, thA allowance is 3% of charges. 

Inventories 
Inventories consist of medical and other supplies to be consumed in the treatment of 
patients and the general operation of the facility. Inventories are stated et cost. based 
on ttle first-in, first--out method of valuation. 

Property and Equipment 
Property and equipment are stated at cost for purchased items and fa1r value for 
contributed items. Assets whose expected useful life is in excess of one year and 
cost (or fair value) is above a threshold established by the Board of Directors are 
capitalized. Depreciation is computed using the straight-line method over the 
e~tlmaled useful lives of the related assets, using the American Hospl1al Association 
estimated useful lives (6- 40 years). Normal repairs and maintenance are expensed 
as Incurred. Upon sale or retirement of depreciable assets, the related cost and 
accumulated depreciation or amortization are removed from the accounts. Any gain 
or loss on the sale or retirement Is recogni2.ed •n current operations. 
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NOTES TO F~NANC;AL STA TEMENTS 

NOTE 2. SUMMARY OF SIGNBFICA.~T ACCOUNTING POliCIES 

Ct#Qrify Care 
The Company provides care to patients who meet certain criteria without charge or at 
amounts less than its established rates under a sliding fee arrangement covered by 
grant funds. The cri1eria for charity cam consider family income, liquid assets and 
family worth as well as other subjective Items. Because the Company does not 
pursue collection of these amounts, they are no1 Included ln net patient revenues. 

The net cost of charity care provided was approximately $662,015 and $473,135 for 
the years ended May 31, 2015 and 2015. respectively. The total cost estimate is 
based on the estimated charity revenue of each charity patient divided by th& total 
revenues for all patients. multiplied by the total costs for the ctinlc. The net cost of 
charity care Is determined by the total charity care cost less any patient-related 
revenue due to sliding·scale payments or other patient-~pecific ~ources, which were 
estimated to be $68,960 and $136,358 for the yeare ended May 31, 2016 and 2015, 
respectively. The 2016 estimate does not include $105,000 in costs associated with 
the patient assistance program and 13,000 prescriptions for which the Organization 
only receives approxirn~tely $5 dispensing fee from the Medicaid program, whtch 
does not cover the average cost to the Organization. Additional items were similar 
during 2015. 

Donor Restrictions 
The Organization reports gifts of cash and other assets as restricted support if they 
are recel\led with donor stipulations that limit the use of the donated assets. When a 
donor restriction expires, that is, when a stipulated time restriction ends or purpose 
restrictlon Is accomplished, temporarily restricted net assets are reclassified as 
unrestricted net assets and reported on the statement of activities as net assets 
released from restrictions. Donor-restricted contributions whose restrictions are met 
within the same year as reoeived are reflected as unrestricted contributions in the 
accompanying financial statements. 

The Organization has temporarily restricted ne1 assets of $22,671 and $217,458 at 
May 31, 2016 and 2015, respectively, which were principally to be used to fund future 
primary care services. 

Revenue Recognition 
Net patient service revenue is reported at the estimated net realizable amounts from 
patients and third-party payers. Revenues are based on encounters performed and 
medical services provided. As a Federally Qualified Health Center, the Organization 
receives predominantly prospective payment reimbursements from the Medicare, ~W 
Chip and Medicaid programs. Grant revenues are primarily recognized on a cost­
reimbursement basi$. 

Compensated Absences 
A liability has been recognized for unpaid, bvt earned, paid days off due to be 
sLJbsequently taken by employees. 
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NOTES TO FINANCIAL STA TEf~JIENTS 

NOTE 3. THIRD-PARTY RATE ADJUSTMENTS AND REVENUE 

NOTE4. 

NOTE 5. 

A significant portion of net patient service revenue was derived under federal and 
state third party reimbursement programs. These revenues are based, in part, on 
oost reimbursement principles and are subjecl to audit end retroactive adjustment by 
the respective third party fiscal intermediaries. Laws and regulations goveming these 
programs are extremely complex and subject to interpretation. As a result, there Is at 
least a reasonable possibility that recorded estimates will change by a material 
amount in the near term. In the opinion of management, any retroactive adjustments 
would not be material to the Organization's f inancial position or results of operations. 

CASH BALANCeS IN EXCESS OF INSURANCE 

The Organization maintains accounts in local banks whore deposits are insured up to 
$250,000 by the Federal Deposit Insurance Corporation. The Organization's balances 
may occoslonally exceed the Insurance limits: however. management believes the risk 
relating to the uninsured excess is minimal. 

UNCERTAIN INCOME TAX POSITONS 

The Organization is a not-for-profit entity that ts exempt from income taxes under 
Section 501(c)(3) of the Internal Revenue Code. In addition, the Organization 
qualifies for the charitable contribution deduction under Section 170(b)(1 )(A) and has 
been classified as an entity that is not a private foundation under 509{aX1 ). The 
Organization had no unrelated business income during the years ended May31, 2016 
and 2015. 

Accounting Standards prescribe a recognition threshold and measurement attribute 
for a tax position taken or expected to be taken in a tax return where there is 
uncertainty about whether a tax position will ultimately be sustained upon 
examination. The Organization does not believe its financial statements include (or 
reflect) any uncertain tax positions. The Organization's federal retum of organizations 
exempt from Income taxes for tax years ending 2015 (unfiled) and 2014, 2013 and 
2012 (filed) remain subject to examination by the Internal Revenue Service. 

NOTE 6. fltALPRACTICE INSURANCE 

The Organization's employees are deemed to be employees of the federal 
government for the purpose of malpractice liability protection under the Federal Tort 
Claims Acl. Pursuant to Section 224 of the Public Health Services Act, the Federal 
Tort Claims Act covers alleged negligent medical care durtng the performance of 
services tor FQHCs whe11 performing covered services at covered facilities. 
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NOTES TO FINANCiAL STATEMENTS 

NOTE 7. PROGRAM AND OTHER EXPENDITURES 

Directly identifiable expenses are charged to program and supporting services, 
expenses related to more than one function are charged to programs and supporting 
services on the basis of periodic time and expense studies. General operating 
expenses· include those expenses that are not directly identifiable with any other 
specific function, but provide for the overall support and direction of the Organization. 
Expenditures for the years ended May 31, 2016 and 2015. were as follow: 

Administrative and general 
Program services 

NOlE 8. ~40TES PAYABLE 

Capon Valley Bank; payable in monthly 
installments of $1,974 including Interest at 6 .25%. 
secured by deed of trust and clinic buildings, 
paid off during 2016 fiscal year. 

Capon Valley Bank; payable in monthly 
installments of $4,094 Including interest at 6 .25%. 
secured by deed of trust and clinic buildings 
and land, maluring on September 4, 2028. 

Capon Valley Bank; payable in monthly 
Installments of $4,490 including interest at 6.25%, 
secured by deed of trust and clinic buildings 
and land, maturing on February 22, 2020. 

Less current portion 

11 

2016 2015 

$ 1 '784,007 $ 1,488,133 
8334.186 7265.341 

$jjLj18.19~ $ 8.753.47tt 

$ 

$ 

2016 2015 

$ 213,655 

421 ,609 

178,404 

600,013 
67,339 

532,674 $ 

445,497 

219,904 

879,256 
73,754 

805,502 



NOTES TO FINANCIAL STATEMENTS 

NOTEB. NOTESPAYABLE 

NOTE 9. 

As of May 31, 2016, future payments on notes payable for the years ending 
May 31 are as follows: 

2017 $ 67,339 
2018 70,856 
2019 76,280 
2020 66,258 
2021 30,074 

Thereafter 289.206 
$ 600!013 

BANK LINE OF CREDIT 

The Organiza~ion has a line of credit with Capon Valley bank in the amount of 
$250,000, wfth Interest payable at 6.25%. At May 31, 2016 and 2015, the 
Organization had $0 and $0, respectively, outstanding under this line of credit. This 
line Is secured by land and the E. A. Hawse Health Center building. 

NOTE 10. LESSOR LEASING ARRANGEMENT/RESTRICTED LAND 

E. A. Hawse Hea~h Center, Inc. has a lease agreement with Hemlock, LLC. This 
lease is for land that the Center owns, but where a nursing home is located. The 
original lease began on August 9, 1983, and stated that the lessee was to pay$1 per 
year for 99 years. ln October 2006, the agreement was amended and slump sum of 
$30,000 was agreed upon for the remaining 75 years of the Ieese. Every year, $400 
will be released from deferred revenue until 2028. The deferred revenue balance as 
of May 31, 2016 and 2015 was $26,000 and $26,400, respectively. 

The land that the Center is leasing to Hemlock, LLC was acquired as part of a larger 
tract, which includes the Jocation of the Center . A portion of that land is considered a 
temporarily restricted net asset as the land cannot be sold or donated for the 
remainder of the lease agreement. It has been estimated that the leased land is 14% 
of the entire tract. The original carrying value of the leased land is $5,409. 

NOTE 11. SUBSEQUENT EVENTS 

Accounting Standards require management to search for events that occur after the 
balance sheet date but before ftnancial sta1aments are issued. Management has 
evaluated events subsequent from May 31 , 2016 through February 28, 2017, which is 
the date ihis report is available to be issued. There has been no material event noted 
during this pertod that would either affect the results reflected in this report or the 
Organization's results going forward. 
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED 
IN ACCORDANCE WITH GOVERNMENT AUDJnNG STANDARDS 

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

We have audtted, In accordance with the auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits oontalned in Government 
Auditing Standards issued by the Comptroller General of the United States, the financial 
statements of E. A. Hawse Health Center, Inc. (a nonprofit organization} which comprise the 
statement of financial position as of Ma~· 31, 2018, and ttle related statements of activities, changes 
In net assets, and cash flows for the year then ended, and the related notes to the financial 
statements, and have issued our report thereon de.led February 28, 2017. 

lnterrral CoNtrol Ovsr Flnencl~f Reporting 
In planning and performing our audi-t, we considered E. A. Hawse Health Center, Inc. internal 
control over financial reporting (internal control) to determine the auditing procedures that are 
epproprla1e In the circumstances for the purpose of expressing our opinion on the f~nandal 
statements, bul not for the purpose of expressing an opinion on the effectiveness of E. A. Hawse 
Health Center, Inc.'s internal control. Accordingty, wa do not express an opinion on the 
effectiveness of the Organization's internal control over fmancial reporting. 

Our consideration of intemal control was for the Hmlted purpose described in the first paragraph of 
thit> section and was not designed to Identify all deficiencies in Internal control that might be 
material weakness or signific-ont deficiencies and therefore, material weaknesses or significant 
deficiencies may exist that were nol identified. However, as described in the accompanying 
schedule of findings and questioned costs. we identified oertain deficiencies in internal co11tml that 
we consider to be material weaknesses or significant deficiencies. 

A defrciency in Internal control exists when the design or operation of a control does not allow 
management or employees, in the normal couf6e of performing their assigned functions, to prevent 
or detect and correct misstatements on a timely basis. A material weakness is a deficiency, or 
combination of deficiencies, in internal control such that there is a reasonable possibility that a 
material misstatement of the entity's ftnancial statements will not be prevented, or detected and 
corrected on a timely basis. We consider the deficiencies described in the accompanying schedule 
of findings and questioned costs to be material weaknesses. We consider items number 2016-001, 
2016-002 and 2016-003 to be material weaknesses. 

A significant deficiency is a deficiency, or a combina1ion of deficiencies, in internal control that Is 
less severe than a material weakness, yet important enough to merit attention by those charged 
with governance. 
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Compliance and Other Matters 
As part of obtaining reasonable assurance about whether E. A. Hawse Health Center, Inc.'s 
financial statements are free of material misstatement, we performed tests of its compliance with 
certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with which 
could have a direct and material effect on the detennlnation of financial statement amounts. 
However, providing an opinion on compliance with those provisions was not an objective of our 
audii and, accordingly, we do not express such an opinion. The results of our tests disclosed no 
Instances of noncompliance or other matters that are required to be reported under Government 
Auditing Standards. 

E. A. Hawse Health Center, Inc's Response to Findings 
The Organization's response to the findings identified in our audit are described in the 
accompanying schedule of findings and questioned costs. The Organization's response was not 
subject to the auditing procedures applied in the audit of the financial statements, and accordingly, 
we express no opinion on it. 

Purpose of This Report 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing , and not to provide an opinion on the effec1iveness of the 
Organization's internal control or on compliance. This report is an integral part of an audit 
performed in accordance with Government Audmng Standards in considering the Organi.zation's 
internal control and compliance. Accordingly, this communication is not suitable for any other 
purpose. 

~(l~1eo#¢#4o/UP 
Bridgeport, West Virginia 
February 28, 2017 
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR 
PROGRAM; REPORT ON INTERNAL CONTROL OVER COMPLIANCE: 

AND REPORT ON SCHEULE OF EXPENDITURES OF FEDERAL AWARDS 
REQUIRED BY THE UNIFORM GUIDANCE 

To the Board of Directors 
E. A . HAwse Health Center. Inc. 
Bak.ef, West Virginia 

Rdaport on Compliance for Each M~jor Fed0ral Program 
We have audited E. A Hawse Health Center, Inc.'s compliance with the types of compliance 
requirements described In the OMB Compliance Supplement that could have a direct and material 
effect on each of E. A. Hawse Health Center, Inc.'s major federal programs for the year ended May 
31, 2016. E. A. Hawse Health Center. Inc.'s major federal programs are identified in the summary 
of auditor's resutts section of the e:ccompanying schedule of findings and questioned costs. 

Managemerrt's Responsibility 
Management Is responsible for compliance with the requirements of laws, regulations, contracts 
and grants applicable to Its federal programs. 

Auditor'ti- Retsponeibility 
Our responsibility is to axpress an opinion on compliance for E. A. Hawse Health Center, Inc.'s 
major federal programs based on our audit of the types of compliance requirements referred to 
above. We conducted our audit of compliance 1n accordance with auditing standards accepted in 
the United States o~ America; the standards applicable to financial eudits con tained in Government 
Auditing Stal'ldards, issued by the Comptroller General of the United States; and the audit 
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative 
Requirements. Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance), 
Those standards and lhe Uniform Guidance require that we plan and perform the audit to obtain 
reasonable assurance about whether noncompliance with the types of compliance requirements 
referred to above that could have a direct and material effect on a major federal program occurred. 
An audit includes examining, on a test basis, evidence about E. A. Hawse Health Center, Inc. 's 
compliance with those requirements and performing such other procedures as we considered 
necessary In the circumstances . 

We believe that our audit provides a reasonable basis for our opinion on compliance for each major 
federal program. Our audit does not provide a legal determination of E. A. Hawse Health Center. 
Jnc.'s compliance with those requirements. 

Opinion on Major Federal Programs 
In our opinion. E. A. Hawse Health Csnior, Inc. oomplied, in all material respects, with the typea..s of 
compliance requirements referred to above that could have a direct and material effect on its major 
federal programs for the year ended May 31, 2016. 
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Other Matters 
The results of our auditing procedures disclosed instances of noncompliance. which are required to 
be reported in accordance with 1he Uniform Guidance and which are descr1bed In the 
accompanying schedule of findings and questioned costs as items 2016.-oo·t, 2016.002 and 2016-
003. Our opinion on each major federal program Is not modified with respect to these matters. 

The Organization's response to the noncompliance findings Identified in our audit are described in 
the accompanying schedule of finding~ emd questioned costs . The Organization's response was 
not subject to the auditing procedures applied in the audit of the financial statements and, 
accordingly, we express no opinion on it. 

Report on Internal Control Over Compliance 
Managemen1 of E. A. Hawse Health Center, Inc. is responsible for establishing and maintaining 
effective internal oon1rol over compliance with the types of compliance requirements referred to 
above. In planning end performing our audit, we considered E. A. Hawse Health Center, Inc.'s 
internal control over <".ompliance with the types of requirements that could have a direct and 
material effect on Its major federal programs to determine the auditing procedures that are 
appropriate in the circumstances for the purpose of expressing an opinion on compliance for its 
major federal programs and to test and report on intemal control over compliance In accordance 
with OMB Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of 
lntemal control over compliance. Accordingly, we do not express an opinion on the effectiveness of 
E. A. Hawse Health Center, Inc.'s Internal control over compliance. 

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

Our consideration of the internal control over compliance was for the limited purpose described in 
the first paragraph of this section and was not designed to identify all defiCiencies in internal control 
over compliance that might be material weaknesses or significant deficiencies. We did not identify 
any deficiencies In intemal control over compliance that we consider to be material weaknesse-s, as 
defined above. However, material weaknesses may exist that have not been identified. 

We identified certain deficiencies in internal control over compliance, as described in the 
accompanying schedule of findings and questioned costs as items 2016-001, 2016-002 and 2016~ 
003 that we consider to be material weakne6ses. 

The Organization's response to the noncompliance findings identifled in our audit are described in 
the accompanying schedule of findings and questioned costs. The Organiza1ion's response was 
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not subject to the auditing procedures applied in the audit of the financial statements and, 
accordingly, we express no opinion on it. 

The purpose of this report on internal control over compliance is solely to describe the scope of our 
testing of internal control over compliance and the results of that testing based on the requirements 
of Uniform Guidance. Acoordlngty, this report is not suitable for any other purpose. 

Bridgeport, West VIrginia 
February 28, 2017 
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E. A. HAWSE HEALTH CENTER. INC. 
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

Year Ended May 31 , 2016 

Federal 
CFDAI 
Grant 

Federal Grantor Number 
--------------~~~~~-------------------
Direct Awards: 
US Department of Health and Human 
Services-Health Resources & Services 
Administration-

Community Health Centers Program 
Affordable Care Act· Grants for New and Expanded 

Services under the Health Center Program 
Community Health Centers Program Cluster 

Passed through West Vtrginia!: Department or Health 
and Human Resources 
Grants to State to Support Oral Health 
Wor1<force Activities 

Total Federal Funding 

Nots A- Bus is of Presentation 

93.224 

93.527 

93.236 
G160220 

$ 

Federal 
Expenditures 

689,827 

667,21 1 
.::....$ ___ 1::..?.;:,557,038 

$ 25,000 

$ 1,582,038 

The accompanying schedule of expenditures of federal awards incluoes the federal award activity of lhe 
Company under programs of the federal government for the year ended May 31, 2016. The information 
in this Schedule is presented in accordance with the requirements of Title 2 U.S. CFR part200. Uniform 
Administrative Requirements, Co~t Principles, and Audit Requfremenis for Federal Awards {Uniform 
Guidance). Because the Schedule presents only a selected portion ot the operations of the Company, It 
is not intended to and does not present the financial position, changes in net assets, or cash flows of the 
Company. Additionally, due to the different reporting requirements of the fmancial statements from the 
above schedule some amounts presented may differ from amounts presented in, or used in, the 
preparation of the basic financial statements. 

Note B - Indirect costs 
The Company does not seek reimbursement of indirect costs under Its federal programs. Therefore, the 
Company has elected to use the 10% de minimis indirect cost rate for the current fiscal year. 

Note C- Sub-grant& 
The Company made no sub-grants during the period. 
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E. A. HAWSE HEALTH CENTER, INC. 
SCHEDULE OF EXPENDITURES OF STATE AWARDS 

Year Ended May 31, 2016 

2016 
Receivable 

State Grantor 
Grant 

Number 
Award 
Amoun~ 

2015 
Recelvabl& 
(Deferred) Expenditur~s {Deferred) 

Department of Health and Human 
Human Resources 

Uncompensated Care Grant 
(06/01/14. 05/31/2015) 
(06/01/15- 05/31/2016) 

G150110 $293,745 $ 
G160253 $282,674 

64,624 $ - $ 
187.653 ----

lotal expenditures of state awards ..... $ -~64- ,624 $ 

Note A - Basis of Presentstion 

38,396 

The accompanying schedule of expenditures of state awards includes the state award activity of tne 
Company under programs of the federal and sta1e governments for tne year ended May 31 , 2016. The 
information in this Schedule is presented in accordance with the requirements of Title 2 U.S. CFR part 
200, Uniform Administrat;ve Requirements, Cost Principles, ancJAudit Requirements for Federal Awards 
(Uniform Guidance) and requirements of the State of West Virginia. Because 1he Sohedule presents 
only a selected portion of the operations of the Company, it Is not intended to and does not present the 
financial position, cnanges in net assets, or cash flows of the Company. Additionally, due 1o the different 
reporting requirements of the financial statements from the above sohedule some amounts presented 
may differ from amounts presented in, or used in. the preparation of the basic financial statements. 

Note B - Indirect coatt.i 
The Company does not seek reimbursement of indirect costs under its state programs. Therefore, the 
Company has elected to use the 1 0% de minimis indirect cost rate for the current fiscal year 
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E. A. HAWSE HEALTH CENTER, INC. 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

May 31. 2016 

Section I -Summary of Auditors' Results 

Financial Statements 

Type of auditors' report issued: 

Internal control ever financial reporting: 
Material weakness(es) identifiad? 

Significant defrciency(ies )? 

Noncompliance material to financial 
statements noted? 

Federal Awards 

Internal control over major programs: 
Material weakness(es) identified? 

Significant deficiency(ies )? 

Type of auditors' report issued on 
compliance for major programs: 

Any audit findings disclosed that are 
required to be reported in accordance 
with Section 510 (a) of Circular A-133? 

Identification of Major Programs: 

CFDA NurT'Ibers 

93.224 

93.527 

Dollar threshold used to distinguish 
between type A and type B programs: 

Auditee qualified as low-risk auditee? 

Unmodified Opinion 

_1L Yes No 

Yes _L None 
Reported 

Yes _L No 

1_ Yes No 

Yes~ None 
Reported 

Unmodified Opinion 

Yes __x_ No 

Name of Federal Program 

Community Health Centers Program 

Affordable Care Act - Grants for New and 
Expanded Services Under the Health 
Center Program 

$750,000 

Yes __x_ No 
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E. A. HAWSE HEALTH CENTER. INC. 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

May 31, 2016. 

Section II - ~ftnanclal Statement Findings and Questioned Costs 

Findinc Number _20_16·001 

Finding 
Segregation of Duties 

Crit~rla or s;p.~cific r0quirament 
During our analysis of internal contrcl, we noted that duties related to the custody of assets, 
authorization of transactions. accounting function, and the record keeping responsibility are not 
properly separated. 

Condition 
We noted during our audit ltlatthe Organtzation did not have adequate segregation of duties In the 
financial account1ng offloe. The CFO who Is the main individual responsible for record keeping at 
the Organization was aJso given the authority to sign ohecks. 

Eff'Ex:t 
lntemal accounting control would not reduce to a relatively low level, the risk that irregularities in 
amounts that would be material in relation to the financial statements being audited may occur and 
not be detected witnln a timely period by employees in the normal course of performing their 
assigned functions. 

C8U$G 
The financial and accounting department consists of only a few employees. During the year under 
audit two of these individuals left employment with the Organization end were replaced. However, 
there was a large backlog of accounting duties to attend to and the CFO was provided the authority 
to sign checks to help clean up the situation. 

Qute.Stionad Coats 
There were no questioned costs associated With this finding . 

R®commill'lldation 
We recommend that the signature authority be removed from the CFO position and Instead 
authorize another employee outside of the custody and record keeping functions have ihis authority 
instead. 

Findino Number 201&.002 

Finding 
Supporting Documentation for Expsns&s 

Criteria or specific raquirement 
Documentation should be retained regarding expenditures to ensure proper accountability in the 
area of expendi·!ures. 

21 



Condition 
Accounting records Including supporting invoices and signatures could no1 be readily located for 
three items during expense testing. 

Effect 
The Organization was failing to exercise proper control over disbursements and record keeping. 

Cause 
The Organization had significant turn over in \he accounting department and was several months 
behind when the new accounting staff were employed The filing for the prior year was not current 
at the time of the audit, and even though the invoices that were selected were eventually located, it 
is possible that other invoices if selected would not be able to b& locetec. 

Que.st~oneci Costs 
There were no questioned costs associated with this finding. 

Recommendation 
All statements and Invoices for all expenditures should be maintained In a proper filing system for 
accessibility in the event of Inspection, along with all signatures of approval . 

Finding 
Electronic accounting system is not adequate for the Organization. 

Criteria or s.p&cific requirement 
The electronic accounting system for an organization shou!d be able to produce accurate and 
reliable reports for mal'la~ment. the board of directors and outside entitles. 

Condition 
The Organization has utilized an electronic accounting system for several years; however the 
system is no longer able lo produce reliable accounting subsidiary ledgers. 

Effect 
The Organization cannot produce adequate subsidiary ledgers or perform reconciliations on the 
electronic accounting system and have instead needed to resort to other tioflware. hand written or 
spreadsheet programs to produce the documentation to support the electronic accounting system. 

Cause 
The Organization has utilized an electronic accounting system for several years, however the staff 
that were initially trained on how to use the system, are no longer are employed at the 
Organization. It is believed that the on the job training for each successive person in the 
accounting department may have lost a bit more of the knowledge and the current accounting staff 
are not able to properly use the system. Additionally, the various accounting staff that have made 
entries into the system over lime have produced several subsidiary ledgers and reconciliation 
reports that can no longer be relied upon. 
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Questioned Costs 
There were no questioned costs associated with this finding 

Recommendation 
We recommend the Organization replace its current electronic accounting system with one that the 
accounting staff are properly trained on and does not contain many years of data that is no longer 
relevant to the system. 

Section Ill - Federal Award Findings and Questioned Costs 

Findlno Number 201&.001 

See Financial Statement description of finding above 

Finding Number 2016-002 

See Financial Statement description of finding above. 

Finding Number 2016-003 

See Financial Statement description of finding above. 

Section IV- Corrective Action Plan 

Finding Number 2016-001 
Views of Responsible Officials and Planned Corrective Action 
To the extent possible, the Organization has segregated duties. We recognize ihat even though 
two signatures are required on checks the bank may still clear the checks with only one signature. 
The Organization will remove the CFO position from signature authority for checks. 

Finding number 2016-002 
Views of Raspons;lble Officials and Planned Corrective Action 
The Organization has been makmg efforts to follow this practice consistently going forward. 
Significant improvement was made subsequent lo the employment of the new accounHng staff and 
CFO. The new accounting staff were able to locate all required invoices. 

Finding Number 2016-003 
Views of Responsible Officials and Planned Corrective Action 
The Organization agrees that the accounting system has been providing less reliable information 
for management and the Board of Directors. Dunng the current fiscal year the electronic accounting 
system has been replaced with a new system. 

Section V- Summary Schedule of Prior Audit Findings 

There were no findings or questioned costs relating to federal award programs in the prior year. 
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