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INDEPENDENT AUDITORS’ REPORT 

 
 
 
Board of Directors 
Community Health Care 
Tacoma, Washington 
 
 
Report on the Financial Statements 

We have audited the accompanying consolidated financial statements of Community Health Care (a 
Washington nonprofit corporation), which comprise the consolidated statements of financial position as 
of May 31, 2019 and 2018, and the related consolidated statements of activities and changes in net 
assets, functional expenses, and cash flows for the years then ended, and the related notes to the 
consolidated financial statements. 
 
Management’s Responsibility for the Financial Statements 

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

Our responsibility is to express an opinion on these consolidated financial statements based on our 
audits. We conducted our audits in accordance with auditing standards generally accepted in the 
United States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States. Those standards require 
that we plan and perform the audit to obtain reasonable assurance about whether the consolidated 
financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the consolidated financial statements. The procedures selected depend on the auditors’ judgment, 
including the assessment of the risks of material misstatement of the consolidated financial statements, 
whether due to fraud or error. In making those risk assessments, the auditor considers internal control 
relevant to the entity’s preparation and fair presentation of the consolidated financial statements in 
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no 
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management, as well as evaluating the 
overall presentation of the consolidated financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
 



Board of Directors 
Community Health Care 
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Opinion 

In our opinion, the consolidated financial statements referred to above present fairly, in all material 
respects, the financial position of Community Health Care as of May 31, 2019 and 2018, and the results 
of their operations, changes in their net assets and their cash flows for the year 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 consolidated financial 
statements as a whole. The consolidating statements of financial position and activities and changes in 
net assets are presented for purposes of additional analysis and are not a required part of the 
consolidated 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 
consolidated financial statements. Such information has been subjected to the auditing procedures 
applied in the audit of the consolidated financial statements and certain additional procedures, including 
comparing and reconciling such information directly to the underlying accounting and other records 
used to prepare the consolidated financial statements or to the consolidated financial statements 
themselves, and other additional procedures in accordance with auditing standards generally accepted 
in the United States of America. In our opinion, the information is fairly stated, in all material respects, in 
relation to the consolidated financial statements as a whole. 
 
Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated  
September 23, 2019, on our consideration of Community Health Care's internal control over financial 
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and 
grant agreements and other matters. The purpose of that report is solely to describe the scope of our 
testing of internal control over financial reporting and compliance and the result of that testing, and not 
to provide an opinion on the effectiveness of Community Health Care’s internal control over financial 
reporting or on compliance. That report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering Community Health Care’s internal control over financial 
reporting and compliance. 
 
 

 
 
CliftonLarsonAllen LLP 

Bellevue, Washington 
September 23, 2019 
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2019 2018

ASSETS

CURRENT ASSETS
Cash and Cash Equivalents 5,930,673$      5,736,261$      
Cash and Cash Equivalents Set Aside for Medicaid Settlement 711,712           2,343,087        
Patient Receivables, Net 5,659,631        5,166,769        
Grants and Other Receivables 2,748,703        195,384           
Promises to Give, Current Portion 53,784             90,570             
Cash Restricted as to Use, Current Portion 213,149           110,104           
Inventory and Other Prepaid Assets 1,442,679        1,375,864        

Total Current Assets 16,760,331      15,018,039      

PROPERTY, EQUIPMENT, AND LEASEHOLD 
  IMPROVEMENTS, NET 37,776,435      39,526,718      

OTHER ASSETS
Promises to Give, Net of Current Portion -                       1,681               
Cash Restricted as to Use, Net of Current Portion 413,202           502,775           
Investment Reserves 5,578,822        4,702,478        
Receivable from Hilltop CHC Investment Fund, LLC 19,176,549      19,176,549      

Total Other Assets 25,168,573      24,383,483      

Total Assets 79,705,339$    78,928,240$    
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2019 2018

 LIABILITIES AND NET ASSETS

CURRENT LIABILITIES 
Accounts Payable 927,441$         996,282$         
Accrued Wages and Related Payables 2,876,107        2,729,693        
Estimated Settlements due to Third-Party Payor 711,712           2,343,087
Other Accrued Expenses 1,174,557 685,470
Deferred Revenue 211,731           102,944           
Current Portion of Debt and Capital Lease 3,953,896        575,463           

Total Current Liabilities 9,855,444        7,432,939        

LONG-TERM DEBT AND CAPITAL LEASE, 
  NET OF CURRENT PORTION 29,795,386 33,270,785

Total Liabilities 39,650,830      40,703,724      

NET ASSETS
Net Assets Without Donor Restrictions:

Designated by Board of Directors 6,290,533        7,045,563        
Undesignated 33,763,976      31,178,953      

Total Net Assets Without Donor Restrictions 40,054,509      38,224,516      

Total Liabilities and Net Assets 79,705,339$    78,928,240$    
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2019 2018

CHANGES IN NET ASSETS WITHOUT DONOR RESTRICTIONS:

OPERATING ACTIVITIES
Revenue and Support:

Patient Service Revenue, Net of Contractual Allowance
  and Discounts 41,162,711$    42,048,027$    
Provision for Bad Debt (1,228,006)       (1,792,317)       

Net Patient Service Revenue Less Provision for Bad Debt 39,934,705      40,255,710      

Enhancement Revenue 13,212,420      12,272,104      
Capitation Revenue 1,828,134        955,773           
Risk Pool Expense (280,745)          (40,695)            
Grant Revenue 7,884,289        7,079,293        
Contributions 76,352             88,051             
Donations In-Kind 540,066           544,058           
Other Revenue 239,227           54,129             

Total 23,499,743      20,952,713      

Total Revenue and Support 63,434,448      61,208,423      

Expenses:
Clinics and Programs 53,758,502      48,682,517      
Management and General 8,241,161        7,429,303        
Fundraising 124,295           119,749           

Total Expenses 62,123,958      56,231,569      

INCOME FROM OPERATIONS 1,310,490        4,976,854        

NONOPERATING ACTIVITIES
Capital Grant 12,575             149,919           
Other 249,769           243,544           

Total Nonoperating Activities 262,344           393,463           

EXCESS OF REVENUES AND SUPPORT OVER EXPENSES 1,572,834        5,370,317        

Capital Campaign Contributions 257,159           393,134           

CHANGES IN NET ASSETS 1,829,993        5,763,451        

Net Assets - Beginning of Year 38,224,516      32,461,065      

NET ASSETS - END OF THE YEAR 40,054,509$    38,224,516$    
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Total Clinics and

Total Programs
Medical Dental Other  Total Clinics  Management Supporting and Supporting
Clinics Clinics Pharmacies Programs and Programs and General Fundraising Services Services

Salaries 17,861,847$    6,936,039$      1,935,108$      1,670,642$      28,403,636$    4,368,503$      33,959$           4,402,462$      32,806,098$    
Payroll Taxes and 
  Employee Benefits 4,633,746        2,017,296        516,199           465,385           7,632,626        1,399,309        11,711             1,411,020        9,043,646        

Total Operational Salaries 
  and Benefits 22,495,593      8,953,335        2,451,307        2,136,027        36,036,262      5,767,812        45,670             5,813,482        41,849,744      

Contract Providers 102,405           112,518           10,676             9,263               234,862           664,255           77,622             741,877           976,739           
Contract Services 1,716,892        246,219           337,932           322,195           2,623,238        117,944           87                    118,031           2,741,269        
Lab Fees 150,873           2,057               -                       11,429             164,359           -                       -                       -                       164,359           
X-Ray Fees 84,723             -                       -                       -                       84,723             -                       -                       -                       84,723             
Pharmacy Supplies 573,100           29                    6,615,414        -                       7,188,543        -                       -                       -                       7,188,543        
Medical and Dental Supplies 767,592           855,948           2,474               52                    1,626,066        2,485               -                       2,485               1,628,551        
Linen Supplies 541                  106,395           -                       -                       106,936           123                  -                       123                  107,059           
Translation 138,274           58,580             281                  809                  197,944           4,602               -                       4,602               202,546           
Insurance 73,259             25,937             3,789               3,232               106,217           48,216             9                      48,225             154,442           
Occupancy 383,176           114,276           38,700             15,359             551,511           257,314           9                      257,323           808,834           
Telephone 143,125           46,993             10,308             19,792             220,218           74,870             41                    74,911             295,129           
Travel and Training 190,997           63,291             20,124             26,165             300,577           163,207           243                  163,450           464,027           
Advertising and Recruiting 124,876           4,989               954                  436                  131,255           65,395             -                       65,395             196,650           
Office Supplies 215,732           51,502             33,780             12,354             313,368           196,592           328                  196,920           510,288           
Legal and Accounting 21,376             1,081               676                  689                  23,822             121,096           -                       121,096           144,918           
Repairs and Maintenance 215,019           75,275             12,713             10,241             313,248           42,978             -                       42,978             356,226           
Printing and Postage 68,647             37,717             8,926               6,997               122,287           55,481             35                    55,516             177,803           
Association Dues 158,968           46,948             31,743             6,320               243,979           29,617             -                       29,617             273,596           
Miscellaneous 156,171           35,239             255,314           (6,706)              440,018           59,625             4                      59,629             499,647           
Interest and Bank Charges 304,788           78,568             19,258             14,365             416,979           205,403           17                    205,420           622,399           
Depreciation and Amortization 1,450,653        634,533           130,512           96,392             2,312,090        364,146           230                  364,376           2,676,466        

Total Expenses 29,536,780$    11,551,430$    9,984,881$      2,685,411$      53,758,502$    8,241,161$      124,295$         8,365,456$      62,123,958$    
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Total Clinics and

Total Programs
Medical Dental Other  Total Clinics  Management Supporting and Supporting
Clinics Clinics Pharmacies Programs and Programs and General Fundraising Services Services

Salaries 16,118,650$    6,213,927$      1,634,207$      1,328,466$      25,295,250$    3,923,269$      40,464$           3,963,733$      29,258,983$    
Payroll Taxes and 
  Employee Benefits 4,096,165        1,708,773        439,358           372,784           6,617,080        1,188,025        10,789             1,198,814        7,815,894        

Total Operational Salaries 
  and Benefits 20,214,815      7,922,700        2,073,565        1,701,250        31,912,330      5,111,294        51,253             5,162,547        37,074,877      

Contract Providers 258,696           134,205           15,515             19,485             427,901           406,331           66,876             473,207           901,108           
Contract Services 1,569,670        306,152           293,812           288,027           2,457,661        189,068           193                  189,261           2,646,922        
Lab Fees 236,155           1,468               -                       15,006             252,629           -                       -                       -                       252,629           
X-Ray Fees 76,050             (1,522)              -                       -                       74,528             -                       -                       -                       74,528             
Pharmacy Supplies 614,087           6,284               5,637,738        -                       6,258,109        -                       -                       -                       6,258,109        
Medical and Dental Supplies 740,136           866,626           1,234               376                  1,608,372        4,988               1                      4,989               1,613,361        
Linen Supplies 279                  96,865             187                  -                       97,331             -                       -                       -                       97,331             
Translation 94,331             36,659             -                       187                  131,177           649                  -                       649                  131,826           
Insurance 65,843             23,568             2,729               2,093               94,233             48,308             60                    48,368             142,601           
Occupancy 432,174           107,245           38,779             12,072             590,270           288,812           188                  289,000           879,270           
Telephone 136,987           33,567             13,366             17,924             201,844           150,873           146                  151,019           352,863           
Travel and Training 162,285           52,155             4,144               21,597             240,181           192,450           449                  192,899           433,080           
Advertising and Recruiting 21,234             3,961               635                  301                  26,131             82,219             -                       82,219             108,350           
Office Supplies 163,980           49,516             21,556             8,743               243,795           152,624           54                    152,678           396,473           
Legal and Accounting 13,629             572                  415                  476                  15,092             126,599           184                  126,783           141,875           
Repairs and Maintenance 223,248           77,356             13,083             5,842               319,529           61,401             -                       61,401             380,930           
Printing and Postage 44,042             41,171             7,186               3,728               96,127             65,351             (15)                   65,336             161,463           
Association Dues 178,950           39,912             25,347             6,233               250,442           28,466             -                       28,466             278,908           
Miscellaneous 179,703           27,775             242,917           (2,094)              448,301           60,809             74                    60,883             509,184           
Interest and Bank Charges 334,554           85,064             20,990             14,828             455,436           231,202           16                    231,218           686,654           
Depreciation and Amortization 1,551,402        688,773           130,702           110,221           2,481,098        227,859           270                  228,129           2,709,227        

Total Expenses 27,312,250$    10,600,072$    8,543,900$      2,226,295$      48,682,517$    7,429,303$      119,749$         7,549,052$      56,231,569$    
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2019 2018

CASH FLOWS FROM OPERATING ACTIVITIES
Cash Received from Patient Services 55,080,271$    53,176,032$    
Cash Received from Granting Agencies and Others 4,066,341        7,179,980        
Cash Paid to Suppliers and Employees (58,374,206)     (51,817,620)     
Interest Paid (501,474)          (456,494)          
Other Income (30,976)            132,275           

Net Cash Provided by Operating Activities 239,956           8,214,173        

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of Investments (1,360,749)       (1,500,000)       
Proceeds from Sale of Investments 484,405           (351,793)          
Cash Paid for Capital Assets (364,138)          (2,173,385)       
Changes in Cash Restricted as to Use (13,472)            92,294             

Net Cash Used by Investing Activities (1,253,954)       (3,932,884)       

CASH FLOWS FROM FINANCING ACTIVITIES
Repayments on Long-Term Debt and Capital Lease (718,591)          (591,020)          
Capital Campaign Contributions 295,626           385,507           

Net Cash Used by Financing Activities (422,965)          (205,513)          

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (1,436,963)       4,075,776        

Cash and Cash Equivalents - Beginning of Year 8,079,348        4,003,572        

CASH AND CASH EQUIVALENTS - END OF YEAR 6,642,385$      8,079,348$      

RECONCILIATION OF CHANGES IN NET ASSETS TO NET 
  CASH PROVIDED BY OPERATING ACTIVITIES

Changes in Net Assets 1,829,993$      5,763,451$      
Adjustments to Reconcile Changes in Net Assets to Net
  Cash Provided by Operating Activities:

Depreciation 2,676,466        2,709,227        
Amortization of Issuance Costs 59,580             114,180           
Bad Debt Expense 1,228,006        1,792,317        
Capital Campaign (257,159)          (393,134)          
Increase (Decrease) in Assets:

Patient Receivables (1,720,868)       (2,262,223)       
Grants and Other Receivables (2,553,319)       503,671           
Inventory and Other Prepaids (66,815)            1,261,473        

Increase (Decrease) in Liabilities:
Accounts Payable (68,841)            (30,297)            
Accrued Expenses (887,087)          (1,244,492)       

Net Cash Provided by Operating Activities 239,956$         8,214,173$      
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2019 2018

SUPPLEMENTARY DISCLOSURES OF CASH FLOW INFORMATION
Cash is Comprised as Follows:

Cash and Cash Equivalents 5,930,673$      5,736,261$      
Cash and Cash Equivalents Set Aside for Medicaid Settlement 711,712           2,343,087        

Cash and Cash Equivalents - End of Year 6,642,385$      8,079,348$      

Equipment Acquired Under Capital Lease 562,045$         -$                     
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Nature of Operations 

Community Health Care is a nonprofit organization that provides affordable comprehensive 
health care services for uninsured and underserved individuals in the Pierce County, 
Washington, area. Community Health Care meets the community’s health care needs by 
maintaining and supporting various clinics and programs. 
 
Hilltop Regional Health Center was incorporated in 2012 to facilitate the new Markets Tax 
Credit financing discussed in Note 8. Hilltop Regional Health Center is a nonprofit 
corporation under the same management as Community Health Care. 
 
Principles of Consolidation 

The consolidated financial statements of Community Health Care include the accounts of 
Community Health Care and Hilltop Regional Health Center, collectively referred to as the 
“Organization”. All intercompany transactions have been eliminated. 
 
Use of Estimates 

Management uses estimates and assumptions in preparing these consolidated financial 
statements in accordance with accounting principles generally accepted in the United States 
of America. Those estimates and assumptions affect the reported amounts of assets and 
liabilities, the disclosure of contingent assets and liabilities, and the reported revenues and 
expenses. Actual results could vary from the estimates that were used. 
 
The Organization uses the allowance method of accounting for uncollectible accounts and 
contractual adjustments from third-party payors on accounts receivable. In estimating these 
allowances, management reviews the individual accounts receivable, payor type, and their 
collection status. 
 
Basis of Presentation 

Net assets, revenues, gains, and losses are classified based on the existence or absence of 
donor-imposed restrictions. Accordingly, the net assets of the Organization and changes 
therein are classified and reported as follows: 
 

Net Assets Without Donor Restrictions – Include net assets available for use in general 
operations and not subject to donor (or certain grantor) restrictions. Amounts designated 
by the board of directors of the Organization are included in this classification. 
 
Net Assets With Donor Restrictions – Include net assets subject to donor-imposed 
restrictions. Some donor-imposed restrictions are temporary in nature, such as those 
that will be met by the passage of time or other events specified by the donor. Other 
donor-imposed restrictions are perpetual in nature, where the donor stipulates that 
resources be maintained in perpetuity. At May 31, 2019 and 2018, no donor-imposed 
restrictions were perpetual in nature. Donor-imposed restrictions are released when a 
restriction expires, that is, when the stipulated time has elapsed, when the stipulated 
purpose for which the resource has been fulfilled, or both. 

 



COMMUNITY HEALTH CARE 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

MAY 31, 2019 AND 2018 
 
 
 

(11) 

 
NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Basis of Presentation (Continued) 

Unconditional promises to give cash and other assets are accrued at estimated fair market 
value at the date each promise is received. Management reports contributions restricted by 
donors as increases in net assets without donor restrictions if the restrictions expire in the 
reporting period in which the revenue is recognized. All other donor-restricted contributions 
are reported as increases in net assets with donor restrictions, depending on the nature of 
the restrictions. When a restriction expires, net assets with donor restrictions are reclassified 
to net assets without donor restrictions and reported as an increase in net assets without 
donor restrictions. Income earned on net assets with donor restrictions, including capital 
appreciation, is recognized in the period earned. 
 
Excess (Deficiency) of Revenues and Support Over (Under) Expenses 

The consolidated statements of activities and changes in net assets include excess 
(deficiency) of revenues and support over (under) expenses. Changes in net assets without 
donor restrictions which are excluded from operations, consistent with industry practice, 
include unrealized gains and losses on investments other than trading securities, permanent 
transfers of assets to and from affiliates for other than goods and services, and contributions 
of long-lived assets (including assets acquired using contributions which by donor restriction 
were to be used for the purposes of acquiring such assets and the related releases). 
 
Functional Expense Allocation 

The costs of providing various programs and other activities have been summarized on a 
functional basis on the statements of activities and in the statement of functional expenses. 
Accordingly, certain costs have been allocated among the programs and supporting 
services benefited. Salaries and related expenses are allocated based on job descriptions 
and best estimates of management. Expenses, other than salaries and related expenses, 
which are not directly identifiable by program or supporting service are allocated based on 
the best estimates of managements utilizing occupancy, revenue, and square footage. 
 
Cash and Cash Equivalents 

The Organization considers all highly liquid investments purchased with an original maturity 
of three months or less to be cash equivalents, except for funds held in the investment 
accounts designated for long-term purposes. 
 
Cash Restricted as to Use 

Amounts included as cash restricted as to use are restricted either due to an outside 
agreement or for use in liquidation of long-term debt as specified by the debt agreement. 
 
Credit Risk 

Financial instruments that potentially subject the Organization to concentration of credit risk 
consist principally of cash deposits and receivables. At May 31, 2019 and 2018, the 
Organization had cash deposits in excess of the federally insured limit. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Accounts Receivable 

Patient accounts receivable are stated at net realizable value. Third party contractual 
adjustments are made based on past experience. Receivables are reduced by an allowance 
for estimated uncollectible amounts and accounts deemed uncollectible are charged against 
this allowance. The Organization provides care to patients regardless of their ability to pay. 
A nominal payment is requested for each medical and dental visit and collection is made at 
the time of the visit, but if the patient is unable to pay, they are subsequently billed. 
However, a patient will not be denied care due to an inability to pay. The Organization 
notifies patients of past-due amounts and a significant number of these accounts are 
ultimately determined to be uncollectible. The allowance for uncollectible accounts for self-
pay was approximately 64% and 67% of total self-pay accounts receivable at May 31, 2019 
and 2018, respectively. 
 
Inventory 

Inventory consists mainly of prescription drugs and medical supplies, and is stated at the 
lower of cost or net realizable value. Cost is determined by the first-in, first-out method. 
 
Property, Equipment, and Leasehold Improvements 

Property, equipment, and leasehold improvements are recorded at cost or, if donated, at the 
fair market value at the date of donation. Depreciation is provided on the straight-line 
method over the estimated useful lives of the assets ranging from 2 to 40 years or, for 
leasehold improvements, the shorter of the useful life or lease term. The Organization 
capitalizes all computer equipment and other depreciable assets with a purchase price 
and/or donated fair market value greater than $2,000. Interest cost incurred on borrowed 
funds during the period of construction of capital assets is capitalized as a component of the 
cost of acquiring those assets. Repairs and maintenance are charged to expense as 
incurred. 
 
Gifts of long-lived assets such as land, buildings, or equipment are reported as unrestricted 
support, and are excluded from deficiency of revenue over (under) expenses, 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 of cash or other 
assets that must be used to acquire long-lived assets are reported as restricted support. 
Absent explicit donor stipulation about how long those long-lived assets must be maintained, 
expiration of donor restrictions are reported when the donated or acquired long-lived assets 
are placed in service. 
 
The Organization reviews its capital assets for impairment whenever events or changes in 
circumstances indicate that the carrying value of such property may not be recoverable. 
 
Nonoperating Versus Operating 

For the purpose of the consolidated statements of activities and changes in net assets, the 
Organization considers support related to the capital campaign, federal grants awarded for 
capital projects and gains or losses on the disposition of fixed assets to be nonoperating 
activities. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Net Patient Service Revenue 

The Organization has agreements with third-party payors that provide for payments to the 
Organization at amounts different from its established rates. Payment arrangements include 
prospectively determined rates per encounter, reimbursed costs, case rates, discounted 
charges, per diem payments, and enhancements. Net patient service revenue is reported at 
the estimated net realizable amounts from patients, third-party payors, and others for 
services rendered, including retroactive adjustments under reimbursement agreements with 
third-party payors as final settlements are determined. For uninsured patients that do not 
qualify for a discounted payment schedule, the Organization recognizes revenue on the 
basis of its standard rates for services provided. A significant portion of the Organization’s 
uninsured patients will be unable or unwilling to pay for the services provided. Thus, the 
Organization records a significant provision for bad debts related to uninsured patients in the 
period the services are provided. 
 
The Organization also records provision for doubtful accounts for services provided. Net 
patient service revenue, net of contractual allowances and discounts but before the 
provision for bad debts and doubtful accounts, recognized in the period from these major 
payor sources at May 31 is as follows: 
 

2019 2018
Third-Party Payors 39,363,626$    40,229,950$    
Self-Insured 1,799,085        1,818,077        

Total Patient Service Revenue, Net of
  Contractual Allowance and Discounts 41,162,711$    42,048,027$    

 
 
Managed Care Pooled Savings/Expenses 

As a member of the Community Health Plan (CHP), the Organization has agreed to serve as 
a provider of primary care services for a certain amount per member per month and to 
provide case management services to these same members related to specialty and 
hospital services. In return, the Organization will participate in any specialty and hospital 
pool savings realized by CHP in providing these services, based upon the formula 
determined by the board of directors of CHP. The plan year for determining these savings 
follows the calendar year. The Organization recognizes pool savings amounts to the extent 
that notifications of pool savings amounts are received subsequent to year-end. See further 
discussion at Note 13. 
 
Contributions 

Contributions, which include unconditional promises to give (pledges), are recognized as 
revenues at fair value in the period received. Promises to give, receivable in more than one 
year, are discounted to present value at a risk-adjusted rate. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Donations In-Kind 

Contributed goods and services are recorded at rates that would have been paid for similar 
goods and services if purchased. Donations in-kind reported in the consolidated statements 
of activities and changes in net assets consisted of the following for the years ended 
May 31: 
 

2019 2018
Donated Pharmaceuticals and Vaccines 493,231$         501,109$         
Donated Professional Services 46,835             42,949             

Total Donations In-Kind 540,066$         544,058$         
 

 
Discounted Services 

The Organization has a policy of providing care to patients, who meet certain criteria under 
its policy, without charge or at amounts less than its established rates. However, all patients 
are requested to pay a nominal fee for each visit and no patient is denied services because 
of inability to pay. Since management does not expect payment for this care, the discounted 
services are excluded from revenue. During the years ended May 31, 2019 and 2018, the 
Organization provided $4,092,229 and $4,714,511, respectively, of discounted services 
under this policy based upon charges. 
 
Grant Revenue 

The Organization receives support from various federal, state, and local government 
agencies. Grant receipts are subject to restrictions on the use of funds placed by the 
grantor. The Organization administers these funds in accordance with grantor guidelines. 
Grant revenue under cost reimbursement arrangements is recognized as expenses are 
incurred. Amounts incurred but not yet reimbursed are reported as grant receivables. 
Management believes the amounts to be fully collectible. 
 
Advertising Costs 

Advertising costs are expensed as incurred. Advertising costs for the years ended  
May 31, 2019 and 2018 totaled $40,704 and $66,891, respectively. 
 
Income Taxes 

No provision for income taxes is shown in the consolidated financial statements because the 
Organization is a nonprofit organization, exempt from income taxes under 501(c)(3) of the 
Internal Revenue Code. Management evaluated the Organization’s tax positions and 
concluded that the Organization had taken no uncertain tax positions that require 
adjustments to the consolidated financial statements to comply with the provisions of 
Topic 740 of the Accounting Standards Codification (ASC). 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Collective Bargaining 

For the year ended May 31, 2019, approximately 54% of the Organization’s employees were 
covered under a collective bargaining agreement with the Service Employees International 
Union 1199NW. The contract was renegotiated and a new contract was signed effective 
from December 1, 2016 through November 30, 2019. 
 
New Accounting Pronouncements – ASU 2016-14 

During the year ended May 31, 2019, the Organization adopted a provision of Financial 
Accounting Standards Board (FASB) Accounting Standards Update (ASU) 2016-14, 
Presentation of Financial Statements for Not-For-Profit Entities. This new accounting 
standard results in a reduction of three classes of net assets (unrestricted, temporarily 
restricted, and permanently restricted) to two (net assets with donor restrictions and net 
assets without donor restrictions). The adoption of this accounting standard did not have a 
material impact on the Organization’s financial position and changes in net assets. 
 
Accounting Standard Changes – ASU 2014-09 

In May 2014, the FASB issued amended guidance to clarify the principles for recognizing 
revenue from contracts with customers. The guidance requires an entity to recognize 
revenue to depict the transfer of goods or services to customers in an amount that reflects 
the consideration to which an entity expects to be entitled in exchange for those goods or 
services. The guidance also requires expanded disclosures relating to the nature, amount, 
timing, and uncertainty of revenue and cash flows arising from contracts with customers. 
Additionally, qualitative and quantitative disclosures are required regarding customer 
contracts, significant judgments and changes in judgments, and assets recognized from the 
costs to obtain or fulfill a contract. The guidance will initially be applied retrospectively using 
one of two methods. The standard will be effective for the entity for annual periods 
beginning after December 15, 2018. Management is currently evaluating the impact of the 
amended revenue recognition guidance on the entity’s financial statements. 
 
New Accounting Pronouncement – ASU 2016-02 

FASB issued ASU 2016-02 in February of 2016 pertaining to recording of leases. While the 
standard will not be effective for the Organization until the year ending March 31, 2020 the 
standard can be adopted early as the year ended March 31, 2017. The Organization has 
exercised that option. Implementation of the new standard can result in changes to the 
reporting and disclosure of leases. Management is in the process of evaluating the impact 
on the Organization. 
 
Subsequent Events 

Subsequent events have been evaluated through September 23, 2019, which is the date the 
consolidated financial statements were available to be issued. 
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NOTE 2 LIQUIDITY AND AVAILABILITY 

As of December 31, 2019 and 2018, the Organization had days cash on hand (based on 
normal expenditures) of 119 and 124, respectively. As part of the Organization’s liquidity 
management plan, cash in excess of daily requirements are invested in money market funds 
and certificates of deposit. The investment reserves established by the board of directors 
may be drawn upon, if necessary, to meet unexpected liquidity needs. 
 
Financial assets available for general expenditure within one year of the consolidated 
statement of financial position date consisted of the following: 
 

2019 2018
Cash and Cash Equivalents 6,642,385$      8,079,348$      
Patient Receivables, Net 5,659,631        5,166,769        
Grants and Other Receivables 2,748,703        195,384           
Investments 5,578,822        4,702,478        

Total 20,629,541$    18,143,979$    
 

 
 

NOTE 3 INVESTMENT RESERVES 

The Organization invests funds with various banks and investment brokers. These 
investments consist primarily of certificates of deposit and money market funds, pay interest 
and dividends at variable rates, and are subject to market fluctuations. Investment income is 
comprised solely of interest income for the years ended May 31, 2019 and 2018, and is 
included in other nonoperating activities on the consolidated statements of activities and 
changes in net assets. The investment of these funds is controlled by the investment 
policies of the Organization as approved by its board of directors. 
 
In accordance with professional standards, fair value is defined as the price that the 
Organization would receive upon selling an asset in an orderly transaction to an 
independent buyer in the principal or most advantageous market of the asset. The guidance 
established a three-tier hierarchy to maximize the use of observable measurements for 
disclosure purposes. Inputs refer broadly to the assumptions that market participants would 
use in pricing the asset or liability, including assumptions about risk. Inputs may be 
observable measurements for disclosure purposes. Inputs refer broadly to the assumptions 
that market participants would use in pricing the asset or liability, including assumptions 
about risk. Inputs may be observable or unobservable. Observable inputs are inputs that 
reflect the assumptions market participants would use in pricing the asset or liability 
developed based on market data obtained from sources independent of the reporting entity. 
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NOTE 3 INVESTMENT RESERVES (CONTINUED) 

Unobservable inputs are inputs that reflect the reporting entity’s own assumptions about the 
assumptions market participants would use in pricing the asset or liability developed based 
on the best information available. The three-tier hierarchy of inputs is summarized in the 
three broad levels listed below: 

 
Level 1 – Valuations for assets and liabilities traded in active exchange markets, such as 
the New York Stock Exchange. Level 1 also includes U.S. Treasury and federal agency 
securities and federal agency mortgage-backed securities, which are traded by dealers 
or brokers in active markets. Valuations are obtained from readily available pricing 
sources for market transactions involving identical assets or liabilities. 
 
Level 2 – Valuations for assets and liabilities traded in less active dealer or broker 
markets. Valuations are obtained from third party pricing services for identical or similar 
assets or liabilities. The Organization has no Level 2 assets or liabilities. 
 
Level 3 – Valuations for assets and liabilities that are derived from other valuation 
methodologies, including option pricing models, discounted cash flow models, and 
similar techniques, and not based on market exchange, dealer, or broker traded 
transactions. The Organization has no Level 3 assets or liabilities. 

 
As required by Financial Accounting Standards Board (FASB) ASC 820, financial assets and 
liabilities are classified in their entirety based on the lowest level of input that is significant to 
the fair value measurement. The Organization’s assessment of the significance of a particular 
input to the fair value measurement requires judgment and may affect the valuation of fair 
value assets and liabilities and their placement within the fair value hierarchy levels. There 
have been no changes in the methodologies used at May 31, 2019 and 2018. 
 
Investments measured on a recurring basis at May 31, 2019 and 2018 are comprised of 
money market accounts and certificates of deposit that were valued using Level 1 inputs. 
 
The following table sets forth, within the fair value hierarchy, the Organization’s assets at fair 
value as of May 31: 
 

Level 1 Level 2 Level 3 Total
Certificates of Deposit -$                   -$                   -$                   125,764$       
Cash and Cash Equivalents -                     -                     -                     1,360,749      
Money Market Funds 4,092,309      -                     -                     4,092,309      

Total 4,092,309$    -$                   -$                   5,578,822$    

Level 1 Level 2 Level 3 Total
Certificates of Deposit -$                   -$                   -$                   125,067$       
Cash and Cash Equivalents -                     -                     -                     519,553         
Money Market Funds 4,057,858      -                     -                     4,057,858      

Total 4,057,858$    -$                   -$                   4,702,478$    

2019

2018
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NOTE 4 NET PATIENT SERVICE REVENUE 

The Organization has agreements with third-party payors that provide for payments to the 
Organization at amounts different from its established rates. Payment arrangements include 
prospectively determined rates per encounter, reimbursed costs, case rates, discounted 
charges, and per diem payments. A summary of the payment arrangements with major third-
party payors is as follows: 
 

Medicare 

Beginning on October 1, 2014, Medicare and Medicaid Services (CMS) implemented a 
change in payment rates for a Prospective Payment System (PPS) for Federally 
Qualified Health Centers (FQHC) under Medicare Part B. Under the FQHC PPS, 
Medicare pays FQHCs based on the lesser of their actual charges or the PPS rate for all 
FQHC services furnished to a beneficiary on the same day when a medically necessary, 
face-to-face FQHC visit is furnished to a Medicare beneficiary. The FQHC is paid 80% of 
the established FQHC rate, with the beneficiary being responsible for the remaining 20% 
as co-insurance, or alternatively, the remaining 20% is billed to Medicaid for qualifying 
patients (dual eligible). The FQHC PPS base rate is adjusted for each FQHC by the 
FQHC geographic adjustment factor (GAF), based on the geographic practice cost 
indices (GPCIs) used to adjust payment under the Medicare Physician Fee Schedule 
(MPFS). 
 
The Organization is reimbursed at the PPS rate with final settlement determined after 
submission of annual cost reports by the Organization and audits thereof by the CMS 
Medicare fiscal intermediary. Historically, these settlement amounts have not been 
material. 
 
Medicare Advantage 

Private insurance companies administer Medicare Advantage (MA) programs. Payment 
rates for outpatient services provided to MA enrollees are based on contractual 
agreements with each MA administrator. FQHC health centers qualify for supplemental 
wrap-around payment, which is the difference between FQHC approved per-visit rate 
and the average MA per-visit rate. Wrap-around rate determination and payment is 
handled by the CMS Medicare fiscal intermediary. 
 
Medicaid 

Outpatient services rendered to Medicaid program beneficiaries were reimbursed under 
a prospective payment system (PPS) cost reimbursement methodology that was 
established in 2001 based on audited Medicaid cost reports for years 1999 and 2000. 
The base rate that was established in 2001 includes enhancements and has since 
increased every calendar year by the Medicare Economic Index. During 2009, the state 
of Washington provided an option for FQHC centers to rebase their cost or accept an 
Alternative Payment Methodology (APM) which has a higher payment rate than PPS. 
The Clinic accepted the APM reimbursement. The Medicaid APM rate is paid for each 
FQHC encounter regardless of the level or amount of services provided to the 
beneficiary. 
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NOTE 4 NET PATIENT SERVICE REVENUE (CONTINUED) 

Apple Health 

The Medicaid managed-care program administered by private insurance companies is 
known as Apple Health. Outpatient services provided to Apple Health enrollees are 
either paid based on a capitated rate or fee-for-service, depending on the contract. 
FQHC clinics qualify for supplemental enhancement payment; see Note 8 for a 
description of enhancement payment and settlement. 
 

Revenue from the Medicaid program accounted for approximately 72% and 75% of the 
Organization’s net patient revenue for the years ended May 31, 2019 and 2018, 
respectively. Laws and regulations governing the Medicare and Medicaid 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. As 
further described in Note 13, the methodology for payment of the Medicaid enhancement for 
managed care and fee-for-services changed effective January 1, 2009. 
 
Net patient service revenue is reported at the estimated net realizable amounts from 
patients, third-party payors, and others for services rendered, including retroactive 
adjustments under reimbursement agreements with third-party payors as final settlements 
are determined. As of May 31, 2019 and 2018, accounts receivable was net of a provision 
for doubtful accounts and contractual adjustments of $5,409,647 and $5,252,895, 
respectively. 
 
 

NOTE 5 DESIGNATED BALANCES 

The composition of assets designated by the board of directors at May 31: 
 

2019 2018
Board Designated Operating Reserves 3,773,634$      3,769,476$      
Board Designated for Facilities and Equipment 755,187           483,000           
Board Designated for Repayment to Medicaid 711,712           2,343,087        
Board Designated for Partial Repayment of

Bridge Loan-Grow America Fund due 9/2019 600,000           -                       
Board Designated for CHPW Risk Contingency 450,000           450,000           

Total 6,290,533$      7,045,563$      
 

 
As of May 31, 2019, the designated cash balances included in cash and cash equivalents 
and investment reserves on the consolidated statements of financial position in the amounts 
of $711,712 and $5,578,821, respectively. As of May 31, 2018, the designated cash 
balances included in cash and cash equivalents and investment reserves on the 
consolidated statements of financial position in the amounts of $2,844,646 and $4,200,917, 
respectively. 
 



COMMUNITY HEALTH CARE 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

MAY 31, 2019 AND 2018 
 
 
 

(20) 

 
NOTE 6 PROPERTY, EQUIPMENT, AND LEASEHOLD IMPROVEMENTS 

Property, equipment, and leasehold improvements, at cost, consisted of the following at 
May 31: 
 

2019 2018
Land 4,282,892$      4,282,892$      
Building and Building Improvements 44,340,184      44,258,946      
Leasehold Improvements 2,431,980        2,431,980        
Furniture and Equipment 12,586,612      11,763,192      
Automobiles 155,103           140,616           

Total 63,796,771      62,877,626      
Less: Accumulated Depreciation and Amortization (26,020,336)     (23,350,908)     

Total Property, Plant, Equipment, 
  Leasehold Improvement, Net 37,776,435$    39,526,718$    

 
 
The Organization recorded $2,676,466 and $2,709,227 in depreciation expense for the 
years ended May 31, 2019 and 2018, respectively. 
 
 

NOTE 7 PROMISES TO GIVE 

Unconditional promises to give consisted of the following at May 31: 
 

2019 2018
Receivable in Less than One Year 56,025$           90,570$           
Receivable in One to Five Years -                       5,525               

Total Unconditional Promises to Give 56,025             96,095             
Less: Discounts to Net Present Value (2,241)              (3,844)              

Net Unconditional Promises to Give 53,784$           92,251$           
 

 
Promises to give that are receivable in more than one year are discounted at a risk-adjusted 
rate of 4% for each additional year through the term of the pledge. 
 



COMMUNITY HEALTH CARE 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

MAY 31, 2019 AND 2018 
 
 
 

(21) 

 
NOTE 8 LONG-TERM DEBT 

Long-term debt consisted of the following at May 31: 
 

2019 2018
Series 2016 Washington Health Care Facilities 
  Authority Revenue Bonds 2,950,447$      3,091,868$      
Tanbara Health Center 2,738,041        2,818,563        
Community Health Center Bridge Loans 925,538           1,279,674        
New Markets Tax Credit Financing 26,680,000      26,680,000      
Capital Lease 545,670           126,137           

Total 33,839,696      33,996,242      
Less: Unamortized Debt Issuance Costs (85,759)            (90,414)            

Total 33,753,937      33,905,828      
Less: Current Portion (3,953,896)       (575,463)          

Total 29,800,041$    33,330,365$    
 

 
Included in the current portion above is an offsetting amount for current debt issue cost 
amortization. 
 
Series 2016 Washington Health Care Facilities Authority Revenue Bonds 

On August 19, 2016, the Organization received $3,310,000 from the proceeds of the sale of 
weekly rate demand revenue bonds by the Washington Health Care Facilities Authority. The 
private placement purchaser of the bond is U.S. Bank National. The bonds are payable in 
monthly payments of $16,906 due on the first day of each month; plus a final payment equal 
to all unpaid principal and accrued interest due on the maturity date of August 1, 2036. 
Interest is calculated at the tax-exempt rate of 2.03% per annum. The debt is secured by 
building and equipment. 
 
Tanbara Health Center 

As part of the financing to construct the Tanbara Health Center, the Organization borrowed 
$3,229,580 in 2011 under a bank loan. The promissory note signed has a maturity date of 
March 2020, and has an interest rate of 5.5%. The loan is secured by a deed of trust on the 
Tanbara Health Center building and land. 
 
Community Health Center Bridge Loans 

During the year ended May 31, 2013, the Organization borrowed a total of $4,464,135 under 
two loans as part of the financing to construct a new facility. The first loan for $803,802 
requires payments under the note of interest only calculated at the interest rate of 2% per 
annum on the outstanding principal balance of the loan, and shall be paid in the monthly 
amount of approximately $1,340 on the first day of each and every calendar month. The 
entire loan, together with all interest accrued and unpaid is due in full on the maturity date of 
September 25, 2019. The Organization will be forgiven $200,000 of the Community Health 
Center Bridge Loan if the Organization make a balloon payment in the amount of $603,802 
at or prior to the maturity date. The debt is secured by building and equipment. 
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NOTE 8 LONG-TERM DEBT (CONTINUED) 

Community Health Center Bridge Loans (Continued) 

The second loan for $3,660,333 originally called for a payment equal to all remaining 
outstanding principal on December 1, 2014. The agreement was since modified. The 
modification terms required a balloon payment at December 1, 2014 in the amount of 
$1,000,000 and for the Organization to make consecutive monthly payments of $31,250 
which includes principal and interest at 6.5% on the first of each month thereafter beginning 
January 1, 2015. All principal amounts are due September 25, 2019. These loans were 
obtained to assist and facilitate the Organization’s New Markets Tax Credit financing. The 
Organization made principal debt payments to the second loan in the amount of $354,136 
and $331,608 during the years ended May 31, 2019 and 2018, respectively. The debt is 
secured by building and equipment. 
 
New Markets Tax Credit 

In December 2012, the Organization entered into a New Markets Tax Credit transaction as 
part of the financing of the construction for its new Hilltop Regional Health Center. The New 
Markets Tax Credit Program was designed to stimulate investment and economic growth in 
low-income communities by offering a seven-year, 38% federal tax credit for Qualified Equity 
Investments (QEI) made through investment vehicles known as Community Development 
Entities (CDE). CDE uses capital derived from tax credits to make loans to, or investments 
in, businesses and projects in low-income areas. 
 
As a part of the transaction, Hilltop CHC Investment Fund, LLC committed to lend 
$26,680,000 to Hilltop Regional Health Center, the QEI. In turn, Hilltop CHC Investment 
Fund, LLC signed a promissory note with interest accruing at 1% per annum, interest 
payments due semi-annually beginning June 30, 2013. The note matures on December 1, 
2047, at which time any outstanding principal and interest are due. 
 
Hilltop Regional Health Center signed seven promissory notes payable dated 
September 25, 2012, to borrow $26,680,000 from USBCDE Sub-CDE LXIV, LLC, LIIF Sub-
CDE XVIII, LLC, and NDC New Markets Investments LXXI, LLC, the CDEs, secured by the 
related real property. Interest accrues at 1.189% and is due semiannually with the majority 
beginning December 1, 2012. The notes mature on December 1, 2047, with no prepayment 
allowed. 
 
The Organization does not control or have an economic interest in the assets of either the 
CDE or the QEI. The QEI is controlled and partially financed by U.S. Bancorp Community 
Development Corporation and the QEI controls and funds the CDE. 
 
To earn the tax credit the QEI must remain invested in the CDE for a seven-year period. The 
Organization, the QEI, and U.S. Bancorp Community Development Corporation have 
entered into a put/call option agreement to take place at the end of the seven-year period. 
Under the agreement, the QEI and U.S. Bancorp Community Development Corporation can 
grant a put option to sell all interest in the QEI for $1,000 to Hilltop Regional Health Center. 
If the parties do not grant the put option within 90 days of the end of the seven-year period, 
Hilltop Regional Health Center can grant a call option to purchase the interest at an 
appraised fair market value. 
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NOTE 8 LONG-TERM DEBT (CONTINUED) 

New Markets Tax Credit (Continued) 

At May 31, 2019 and 2018, there was approximately an additional $510,000 and $610,000, 
respectively, that was restricted for reserves or for future use in the project and is included in 
cash restricted as to use on the consolidated statements of financial position. 
 
Principal maturities of long-term debt for future years are as follows: 
 

Year Ending May 31, Amount
2020 3,958,551$      
2021 946,606           
2022 958,214           
2023 975,648           
2024 874,613           

Thereafter 26,126,064      
Total 33,839,696$    

 
 
Interest expense recorded for the years ended May 31, 2019 and 2018 was $561,054 and 
$570,674, respectively. 
 
Covenants 

The bond and mortgage agreements contain various covenants which, among other things, 
place restrictions on the Organization’s ability to incur additional indebtedness and require 
the Organization to maintain certain financial ratios. For the year ended May 31, 2019, 
management of the Organization was not aware of any violations of the debt covenants as 
specified in the agreements. 
 
 

NOTE 9 CAPITAL LEASE OBLIGATION 

As of May 31, 2019, the Organization leased equipment with a present value of $841,025. 
The lease requires monthly payments of $16,026. Accumulated depreciation related to the 
leased equipment was $274,789 as of May 31, 2019. 
 
Amounts due under the lease for succeeding years are as follows: 
 

Year Ending May 31, Amount
2020 190,690$         
2021 133,005           
2022 127,614           
2023 127,614           
2024 21,269             

Total Remaining Payments 600,192           
Less: Amount Representing Interest (54,522)            

Total Capital Lease Obligation 545,670           
Less: Current Portion (58,519)            

Capital Lease Obligation, Net of Current Portion 487,151$         
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NOTE 10 PENSION PLAN 

The Organization has a 403(b) Thrift Pension Plan (the Pension Plan) available to all eligible 
employees. The Pension Plan permits employees to defer a portion of their salary and all 
new employees are auto enrolled into the plan once they meet the eligibility criteria. The 
Pension Plan also allows for a discretionary match up to 1% and a base contribution of 4% 
from the employer on the participant’s compensation received during the plan year after the 
participant meets the minimum service requirement. The Pension Plan contains a vesting 
provision based upon a participant’s years of vesting service. During fiscal years 2019 and 
2018, the Organization’s combined matching and base contributions to the Pension Plan 
were $1,108,576 and $1,096,294, respectively. 
 
 

NOTE 11 SELF INSURANCE 

The Organization is a member of 501(c) Agencies Trust (the Trust). The Trust facilitates the 
utilization by member agencies of the reimbursement financing method of meeting 
obligations under state unemployment insurance statutes. As of May 31, 2019 and 2018, the 
Organization had deposits on hand with the Trust of $282,975 and $289,827, respectively, 
which is included in prepaid assets in the consolidated statements of financial position. Any 
potential claims that may exist cannot be estimated at May 31, 2019; therefore, no accrual 
has been made. 
 
 

NOTE 12 MALPRACTICE INSURANCE 

Effective January 1, 2004, the Organization was covered under the provision of the Federal 
Tort Claims Act (FTCA) for malpractice. The FTCA is a government funded program which 
allows community health centers and other qualified providers to be covered for malpractice. 
The Organization has purchased malpractice insurance, through One Beacon Insurance 
Company, for activities not covered under the FTCA and is covered on a claims-made basis. 
 
 

NOTE 13 COMMUNITY HEALTH NETWORK OF WASHINGTON 

The Organization is a member of the Community Health Network of Washington (the Plan), 
a managed care plan network formed by 20 community and migrant health centers 
throughout the state of Washington to participate in the managed care marketplace. The 
Plan is a nonprofit corporation. Each member center has a representative on the board of 
directors of the Plan. The Plan accepts the full insurance and financial risk of providing 
health care services to enrollees in the State Medicaid programs. As part of this agreement, 
the individual centers are contingently liable for their proportionate share of any claims 
should the Plan be unable to meet its financial obligations. The Office of the Insurance 
Commissioner (OIC) requires all plans to maintain reserves to meet these financial 
obligations. The Plan maintains assets in excess of the OIC’s requirements and believes 
that its assets are sufficient to meet its financial obligations. 
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NOTE 13 COMMUNITY HEALTH NETWORK OF WASHINGTON (CONTINUED) 

The Organization is also a member of the Community Health Plan (CHP), an affiliate of 
Community Health Network of Washington that contracts with the state of Washington for 
the delivery of managed care through community health centers. 
 
As a member of CHP, the Organization has agreed to serve as a provider of primary care 
services for a certain amount per member per month and to provide case management 
services to these same members related to specialty and hospital services. In return, the 
Organization will participate in any specialty and hospital pool savings or expenses realized 
by CHP in providing these services, based upon a formula determined by the board of 
directors of CHP. The Organization recorded a specialty pool expense of approximately 
$56,000 and $111,000 for the years ended May 31, 2019 and 2018, respectively. 
 
 

NOTE 14 COMMITMENTS AND CONTINGENCIES 

Operating Leases 

The Organization is party to a number of operating lease agreements involving buildings 
and office space. The leases extend for varying periods and generally provide for the 
payment of taxes, insurance, and maintenance by the Organization. Several of these leases 
are on a month-to-month basis, and can be terminated by giving the lessor written notice 
within a specified period, such as 30 to 90 days. Total rental expense for the years ended 
May 31, 2019 and 2018 was $280,900 and $382,266, respectively. 
 
Future minimum payments required under noncancelable operating leases are as follows: 
 

Year Ending May 31, Amount
2020 314,007$         
2021 274,701           
2022 286,233           
2023 295,038           
2024 303,846           

Thereafter 1,032,548        
Total 2,506,373$      

 
 
Grants 

The Organization receives federal grants for specific purposes that are subject to review and 
audit by the grantor agencies. Entitlements to these resources are generally conditional 
upon compliance with the terms and conditions of grant agreements and applicable federal 
regulations, including the expenditure of resources for allowable purposes. Any 
disallowance resulting from a review or audit may become a liability of the Organization. 
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NOTE 14 COMMITMENTS AND CONTINGENCIES (CONTINUED) 

Medicaid Funding 

A CMS audit of the State of Washington Department of Social and Health Services (the 
State) found that the method of paying federally required Prospective Payment System 
(PPS) rates in the State’s Healthy Options Medicaid managed care program was 
inconsistent with federal requirements as of the beginning of calendar year 2009. The 
impact of this audit finding resulted in a material liability due from the Organization to the 
State, which the Organization legally contested. In October 2013, the Organization settled 
the lawsuit which released the Organization of any liabilities related to calendar year 2009. 
The settlement also established PPS rates for future payment periods subject to changes as 
provided by federal law. Additionally, these rates were provided to be utilized as part of the 
reconciliation of payments under the State’s Medicaid managed care program for calendar 
years 2010 through 2017. 
 
Effective July 1, 2017, Community Health Care adopted the fourth iteration of the alternative 
payment methodology, APM4. The methodology is designed to move to a value based 
payment model that incorporates a quality component and moves away from encounter 
based reimbursement. Community Health Care has completed the reconciliation process for 
calendar years 2010 through 2017 which is pending final acceptance by the State. 
Community Health Care has estimated results for calendar year 2018. The reconciliation 
methodology ensures the Community Health Care will receive at minimum the greater of 
APM4 or PPS. Under APM4 overpayments by the State will be recouped in the future under 
a methodology yet to be decided. Underpayments by the State are to be provided to 
Community Health Care in a reasonable amount of time at the conclusion of the 
reconciliation process. 
 
The Organization has recorded estimated net settlements due that are included in the 
balance of other accrued expenses on the statement of financial position, for approximately 
$700,000 and $2,300,000 as of May 31, 2019 and 2018, respectively. A change in estimate 
from 2018 to 2019 resulted in an increase to net patient revenue of approximately 
$1,600,000. The estimate is subject to a material change based on the State’s final 
reconciliations and settlements of the activity to be performed. 
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2018

Community Hilltop Regional Consolidated Consolidated 
Health Care Health Center Eliminations Total Total

ASSETS

CURRENT ASSETS
Cash and Cash Equivalents 5,930,673$     -$                    -$                    5,930,673$     5,736,261$     
Cash and Cash Equivalents Set Aside for Medicaid Settlement 711,712          -                      -                      711,712          2,343,087       
Patient Receivables, Net 5,659,631       -                      -                      5,659,631       5,166,769       
Grants and Other Receivables 2,748,703       -                      -                      2,748,703       195,384          
Promises to Give, Current Portion 53,784            -                      -                      53,784            90,570            
Cash Restricted as to Use, Current Portion 123,686          89,463            -                      213,149          110,104          
Inventory and Other Prepaid Assets 1,461,929       -                      (19,250)           1,442,679       1,375,864       

Total Current Assets 16,690,118     89,463            (19,250)           16,760,331     15,018,039     

PROPERTY, EQUIPMENT, AND LEASEHOLD
  IMPROVEMENTS, NET 19,559,782     18,216,653     -                      37,776,435     39,526,718     

OTHER ASSETS
Promises to Give, Net of Current Portion -                      -                      -                      -                      1,681              
Cash Restricted as to Use, Net of Current Portion 57,750            355,452          -                      413,202          502,775          
Investment Reserves 5,578,822       -                      -                      5,578,822       4,702,478       
Receivable from Hilltop CHC Investment Fund, LLC 19,176,549     -                      -                      19,176,549     19,176,549     

Total Other Assets 24,813,121     355,452          -                      25,168,573     24,383,483     

Total Assets 61,063,021$   18,661,568$   (19,250)$         79,705,339$   78,928,240$   

2019
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2018

Community Hilltop Regional Consolidated Consolidated 
Health Care Health Center Eliminations Total Total

 LIABILITIES AND NET ASSETS

CURRENT LIABILITIES 
Accounts Payable 810,847$        116,594$        -$                    927,441$        996,282$        
Accrued Wages and Related Payables 2,876,107       -                      -                      2,876,107       2,729,693       
Estimated Settlements due to Third-Party Payor 711,712 -                      -                      711,712          2,343,087       
Other Accrued Expenses 1,174,557 -                      -                      1,174,557       685,470          
Deferred Revenue 269,481          (38,500)           (19,250)           211,731          102,944          
Current Portion of Debt and Capital Lease 3,953,896       -                      -                      3,953,896       575,463          

Total Current Liabilities 9,796,600       78,094            (19,250)           9,855,444       7,432,939       

LONG-TERM DEBT AND CAPITAL LEASE, NET OF CURRENT PORTION 3,115,386 26,680,000     -                      29,795,386     33,270,785     

Total Liabilities 12,911,986     26,758,094     (19,250)           39,650,830     40,703,724     

NET ASSETS
Assets Without Donor Restrictions

Designated by Board of Directors 6,290,533       -                      -                      6,290,533       7,045,563       
Undesignated 41,860,502     (8,096,526)      -                      33,763,976     31,178,953     

Total Net Assets Without Donor Restrictions 48,151,035     (8,096,526)      -                      40,054,509     38,224,516     

Total Liabilities and Net Assets 61,063,021$   18,661,568$   (19,250)$         79,705,339$   78,928,240$   

2019

 
 



COMMUNITY HEALTH CARE 
CONSOLIDATING STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS 

YEAR ENDED MAY 31, 2019 
(WITH COMPARATIVE TOTALS FOR THE YEAR ENDED MAY 31, 2018) 

(SEE INDEPENDENT AUDITORS’ REPORT) 
 
 
 

(29) 

 
2018

Community Hilltop Regional Consolidated Consolidated 
Health Care Health Center Eliminations Total Total

OPERATING ACTIVITIES
Revenue and Support:

Patient Service Revenue, Net of Contractual Allowance
and Discounts 41,162,711$   -$                    -$                    41,162,711$   42,048,027$   

Provision for Bad Debt (1,228,006)      -                      -                      (1,228,006)      (1,792,317)      
Net Patient Service Revenue Less Provision for Bad Debt 39,934,705     -                      -                      39,934,705     40,255,710     

Enhancement Revenue 13,212,420 -                      -                      13,212,420     12,272,104     
Capitation Revenue 1,828,134 -                      -                      1,828,134       955,773          
Risk Pool Expense (280,745)         -                      -                      (280,745)         (40,695)           
Grant Revenue 7,884,289 -                      -                      7,884,289       7,079,293       
Contributions 76,352            -                      -                      76,352            88,051            
Donations In-Kind 540,066          -                      -                      540,066          544,058          
Other Income 239,227          231,000          (231,000)         239,227          54,129            

Total 23,499,743     231,000          (231,000)         23,499,743     20,952,713     

Total Revenue and Support 63,434,448     231,000          (231,000)         63,434,448     61,208,423     

Expenses:
Clinics and Programs 52,177,329     1,812,173       (231,000)         53,758,502     48,682,517     
Management and General 8,241,161       -                      -                      8,241,161       7,429,303       
Fundraising 124,295          -                      -                      124,295          119,749          

Total Expenses 60,542,785     1,812,173       (231,000)         62,123,958     56,231,569     

CHANGES IN NET ASSETS FROM OPERATING ACTIVITIES 2,891,663       (1,581,173)      -                      1,310,490       4,976,854       

NONOPERATING ACTIVITIES
Capital Grant 12,575            -                      -                      12,575            149,919          
Other 249,769          -                      -                      249,769          243,544          

Total Nonoperating Activities 262,344          -                      -                      262,344          393,463          

2019
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2018

Community Hilltop Regional Consolidated Consolidated 
Health Care Health Center Eliminations Total Total

EXCESS (DEFICIT) OF REVENUES AND SUPPORT
   OVER (UNDER) EXPENSES 3,154,007$     (1,581,173)$    -$                    1,572,834$     5,370,317$     

Capital Campaign Contributions 257,159          -                      -                      257,159          393,134          

CHANGES IN  NET ASSETS 3,411,166       (1,581,173)      -                      1,829,993       5,763,451       

Net Assets - Beginning of Year 44,739,869     (6,515,353)      -                      38,224,516     32,461,065     

NET ASSETS - END OF THE YEAR 48,151,035$   (8,096,526)$    -$                    40,054,509$   38,224,516$   

2019
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER 

FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN 

ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 
 
 
Board of Directors 
Community Health Care 
Tacoma, Washington 
 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the consolidated financial statements of 
Community Health Care, which comprise the consolidated statement of financial position as of May 31, 
2019, and the related consolidated statements of activities and changes in net assets, functional 
expenses, and cash flows  for the year then ended, and the related notes to the consolidated financial 
statements, and have issued our report thereon dated September 23, 2019. 
 
Internal Control over Financial Reporting 

In planning and performing our audit of the consolidated financial statements, we considered 
Community Health Care's internal control over financial reporting (internal control) to determine the 
audit procedures that are appropriate in the circumstances for the purpose of expressing our opinion on 
the consolidated financial statements, but not for the purpose of expressing an opinion on the 
effectiveness of Community Health Care’s internal control. Accordingly, we do not express an opinion 
on the effectiveness of Community Health Care’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a 
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material 
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a 
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control 
that is less severe than a material weakness, yet important enough to merit attention by those charged 
with governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material 
weaknesses may exist that have not been identified. 



Board of Directors 
Community Health Care 

(2) 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Community Health Care's consolidated 
financial statements are free from material misstatement, we performed tests of its compliance with 
certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with which 
could have a direct and material effect on the determination of financial statement amounts. However, 
providing an opinion on compliance with those provisions was not an objective of our audit, and 
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of 
noncompliance or other matters that are required to be reported under Government Auditing Standards. 
 
Purpose of this Report 

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

 
 
CliftonLarsonAllen LLP 

Bellevue, Washington 
September 23, 2019 
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH 

MAJOR FEDERAL PROGRAM AND REPORT ON INTERNAL CONTROL 
OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE 

 
 
 
Board of Directors 
Community Health Care 
Tacoma, Washington 
 
 
Report on Compliance for Each Major Federal Program 

We have audited Community Health Care’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 
Community Health Care’s major federal programs for the year ended May 31, 2019. Community Health 
Care’s major federal programs are identified in the summary of auditors’ results section of the 
accompanying schedule of findings and questioned costs. 
 
Management’s Responsibility 

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

Our responsibility is to express an opinion on compliance for each of Community Health Care’s major 
federal programs based on our audit of the types of compliance requirements referred to above. We 
conducted our audit of compliance in accordance with auditing standards generally accepted in the 
United States of America; the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States; and the audit requirements of 
Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost 
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Those standards and the 
Uniform Guidance require that we plan and perform the audit to obtain reasonable assurance about 
whether noncompliance with the types of compliance requirements referred to above that could have a 
direct and material effect on a major federal program occurred. An audit includes examining, on a test 
basis, evidence about Community Health Care’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. However, our audit does not provide a legal determination of Community Health 
Care’s compliance. 
 
Opinion on Each Major Federal Program 

In our opinion, Community Health Care complied, in all material respects, with the types of compliance 
requirements referred to above that could have a direct and material effect on each of its major federal 
programs for the year ended May 31, 2019. 
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Other Matters 

The results of our auditing procedures disclosed an instance of noncompliance, which is required to be 
reported in accordance with the Uniform Guidance and which is described in the accompanying 
schedule of findings and questioned costs as item 2019-001. Our opinion on each major federal 
program is not modified with respect to this matter. 
 
Community Health Care’s response to the noncompliance findings identified in our audit is described in 
the accompanying Schedule of Findings and Questioned Costs. Community Health Care’s response 
was not subjected to the auditing procedures applied in the audit of compliance and, accordingly, we 
express no opinion on the response. 
 

Report on Internal Control over Compliance 

Management of Community Health Care is responsible for establishing and maintaining effective 
internal control over compliance with the types of compliance requirements referred to above. In 
planning and performing our audit of compliance, we considered Community Health Care’s internal 
control over compliance with the types of requirements that could have a direct and material effect on 
each major federal program to determine the auditing procedures that are appropriate in the 
circumstances for the purpose of expressing an opinion on compliance for each major federal program 
and to test and report on internal control over compliance in accordance with the Uniform Guidance, but 
not for the purpose of expressing an opinion on the effectiveness of internal control over compliance. 
Accordingly, we do not express an opinion on the effectiveness of Community Health Care’s internal 
control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their 
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance 
requirement of a federal program on a timely basis. A material weakness in internal control over 
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance, such 
that there is a reasonable possibility that material noncompliance with a type of compliance requirement 
of a federal program will not be prevented, or detected and corrected, on a timely basis. A significant 
deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in 
internal control over compliance with a type of compliance requirement of a federal program that is less 
severe than a material weakness in internal control over compliance, yet important enough to merit 
attention by those charged with governance. 
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be material weaknesses or significant deficiencies and, therefore, material 
weaknesses or significant deficiencies may exist that have not been identified. We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses. However, 
we identified a certain deficiency in internal control over compliance, as described in the accompanying 
schedule of findings and questioned costs as item 2019-001, which we consider to be a significant 
deficiency. 
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Community Health Care’s response to the internal control over compliance findings identified in our 
audit is described in the accompanying schedule of findings and questioned costs. Community Health 
Care’s response was not subjected to the auditing procedures applied in the audit of compliance and, 
accordingly, we express no opinion on the response. 
 
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 
the Uniform Guidance. Accordingly, this report is not suitable for any other purpose. 
 
Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance 

We have audited the consolidated financial statements of Community Health Care as of and for the 
year ended May 31, 2019, and have issued our report thereon dated September 23, 2019, which 
contained an unmodified opinion on those consolidated financial statements. Our audit was conducted 
for the purpose of forming an opinion on the consolidated financial statements as a whole. The 
accompanying schedule of expenditures of federal awards is presented for purposes of additional 
analysis as required by the Uniform Guidance and is not a required part of the consolidated 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 schedule of 
expenditures of federal awards is fairly stated in all material respects in relation to the consolidated 
financial statements as a whole. 
 
 

 
 
CliftonLarsonAllen LLP 

Bellevue, Washington 
September 23, 2019 
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Section I – Summary of Auditors’ Results 

 
Financial Statements 
 

1. Type of auditors’ report issued: Unmodified 
 

2. Internal control over financial reporting: 
 

 Material weakness(es) identified?   yes         x  no 
 

 Significant deficiency(ies) identified?           yes         x          none reported 
 

3. Noncompliance material to financial  
statements noted?           yes         x  no 

 
 
Federal Awards  
 

1. Internal control over major federal programs: 
 

 Material weakness(es) identified?            yes         x  no 
 

 Significant deficiency(ies) identified?         x  yes                    none reported 
 

2. Type of auditors’ report issued on  
compliance for major federal programs: Unmodified 

 
3. Any audit findings disclosed that are required 

to be reported in accordance with  
2 CFR 200.516(a)?         x  yes           no 

 
 
Identification of Major Federal Programs 
 
 CFDA Number(s) Name of Federal Program or Cluster 
 
  Health Center Program Cluster: 
 93.224  Community Health Centers 
 
 93.527  ACA Grants for New and Expanded 
     Services Under Health Center Program 
 
 
Dollar threshold used to distinguish between 
Type A and Type B programs: $     750,000 
 
Auditee qualified as low-risk auditee?            yes        x       no 
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Section II – Financial Statement Findings 

 
Our audit did not disclose any matters required to be reported in accordance with Government Auditing 
Standards. 
 
 

Section III – Findings and Questioned Costs – Major Federal Programs 

 
 
Finding 2019-001: Application of Sliding Fee Discounts 
 
Federal Agency: U.S. Department of Health and Human Services 
Federal Program: Consolidated Health Centers Grant 
CFDA Number: 93.224 and 93.527 
Award Period: 6/1/2018 – 5/31/2019 
Type of Finding: Significant Deficiency in Internal Control over Compliance and Compliance 
 
Criteria 

Per Title 42 Chapter 1 Subchapter D Section 51c303(f), “Health centers must have a schedule of fees 
or payments for the provision of their health services consistent with locally prevailing rates or charges 
designed to cover their reasonable costs of operation. They are also required to have a corresponding 
schedule of discounts applied and adjusted on the basis of the patient’s ability to pay.” 
 
Condition Found and Context 

During our testing of 25 sliding fee discounts for health center patients qualifying for reduced charge 
visits, we identified two visits which received the incorrect sliding fee discount. 
 
Cause 

Clerical error in updating and applying the sliding fee category in the billing system for the patient 
caused this oversight. 
 
Effect 

Potential that a patient would not receive the appropriate sliding fee discount. 
 
Recommendation 

Management’s close supervision and review is the best means to ensure all requirements are met. We 
recommend implementation of a second level independent review over the demographic data and 
income verification information entered into the patient billing system in order to ensure the financial 
classification is correct. 
 

Views of Responsible Officials and Planned Corrective Actions 

Management understands the significance of the issue raised. Management will implement monthly 
internal audits, continual trainings regarding the sliding fee discount program process, and verification 
of the information input into the practice management system. 
 



COMMUNITY HEALTH CARE 
SCHEDULE OF EXPENDITURE OF FEDERAL AWARDS 

YEAR ENDED MAY 31, 2019 
 
 
 

(8) 

 

Agency/Pass- Passed

Through Through
Federal Grantor/Pass-Through CFDA Identifying to Disbursements/

Grantor/Program Title Number Number Subrecipients Expenditures

Department of Health and Human Services
Health Center Program Cluster:

Health Center Program (Community Health Centers, Migrant Health Centers, 93.224 H8OCS00481 -$                       3,728,136$         
  Health Care for the Homeless, and Public Housing Primary Care)

Grants for New and Expanded Services under the Health Center Program 93.527 H8OCS00481 -                         162,989              
Total Health Center Program Cluster -                         3,891,125           

Grants for Capital Development in Health Centers 93.526 C8DCS29659 -                         12,575                

Grants to Provide Outpatient Early Intervention
Services with Respect to HIV Disease 93.918 H76HA24727 -                         208,728              

Refugee and Entrant Assistance Voluntary Agency Programs 93.567 2018-00000014 -                         33,116                

Coordinated Services and Access to Research
for Women, Infants, Children and Youth 93.153 H12HA24794 -                         70,738                

Pass-through Program from Washington State Department of Health
Organized Approaches to Increase Colorectal Cancer Screening 93.800 -                         39,951                

Pass-through Program from Washington Association for Community Health
Organized Approaches to Increase Colorectal Cancer Screening 93.800 WACMHC-004-01 -                         6,679                  

Total Federal Expenditures -$                       4,262,912$         
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NOTE 1 BASIS OF PRESENTATION 

The accompanying schedule of expenditures of federal awards (the Schedule) includes the 
federal award activity of Community Health Care under programs of the federal government 
for the year ended May 31, 2019. The information in the Schedule is presented in 
accordance with the requirements of 2 CFR Part 200, Uniform Administrative Requirements, 
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Because 
the Schedule presents only a selected portion of the operations of Community Health Care, 
it is not intended to and does not present the financial position, changes in net assets, or 
cash flows of Community Health Care. 

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Expenditures reported on the Schedule are reported on the accrual basis of accounting. 
Such expenditures are recognized following the cost principles contained in the Uniform 
Guidance, wherein certain types of expenditures are not allowable or are limited as to 
reimbursement. Negative amounts shown on the Schedule represent adjustments or credits 
made in the normal course of business amounts reported as expenditures in prior years. 

NOTE 3 INDIRECT COST RATE 

Community Health Care has not elected to use the 10% de minimis indirect cost rate as 
allowed under the Uniform Guidance. 

NOTE 4 CFDA 93.530 

Community Health Care received and expended funds from the Affordable Care Act – 
Teaching Health Center Graduate Medical Education (THCGME) Payments Program.  The 
amount of funds received during the period under audit, $2,563,077, is not included in the 
Schedule of Expenditures of Federal Awards above as the program, CFDA 93.530, is 
exempt from the Uniform Guidance requirements per the program description. 
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COMMUNITY HEALTH CARE 
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

YEAR ENDED MAY 31, 2019 

U.S. Department of Health and Human Services 

Community Health Care respectfully submits the following summary schedule of prior audit findings for 
the year ended May 31, 2019. 

Audit period: June 01, 2017 through May 31, 2018. 

The findings from the prior audit’s schedule of findings and questioned costs are discussed below. The 
findings are numbered consistently with the numbers assigned in the prior year. 

FINDINGS— FEDERAL AWARD PROGRAMS AUDITS 

2018-001 Procurement Policy 

Condition: During our testing of suspension and debarment, we noted Community Health Care had not 
fully documented policies and procedures to minimize risk and ensure compliance related to the 
requirements of suspension and debarment. 

Status: Community Health Care has updated the Organization’s procurement policy to include specific 
policies and procedures to address timing, process, and documentation as it relates to suspension and 
debarment compliance during the procurement process. 
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FAMILY MEDICAL CLINICS 
 

Hilltop Family Medical Clinic 

Hilltop Regional Health Center 

1202 Martin Luther King Jr. Way 

Tacoma, WA 98405 

(253) 441-4742 

(253) 442-8790 Fax 

(253) 441-4779 Pharmacy 

 

Parkland 

11225 Pacific Ave. 

Tacoma, WA 98444 

(253) 536-2020 

(253) 536-5327 Fax 

(253) 536-6257 Pharmacy 
 

Eastside 

Kimi & George Tanbara, MD 

Health Center 

1708 East 44th Street 

Tacoma, WA 98404 

(253) 471-4553 

(253) 474-5395 Fax 

(253) 284-2226 Pharmacy 
 

Lakewood 

10510 Gravelly Lake Drive, SW 

Lakewood, WA 98499 

(253) 589-7030 

(253) 589-7033 Fax 

(253) 589-7190 Pharmacy 
 

Spanaway 

134 188th Street South 

Spanaway, WA 98387 

(253) 847-2304 

(253) 847-8857 Fax 

(253) 847-8752 Pharmacy 

 

Women’s Health Clinic 

Kimi & George Tanbara, MD 

Health Center 

1708 East 44th Street 

Tacoma, WA 98404 

(253) 597-4163 

(253) 284-4102 Fax 
 

FAMILY DENTAL CLINICS 
 

Milgard Family Dental Clinic 

Kimi & George Tanbara, MD 

Health Center 

1708 East 44th Street 

Tacoma, WA 98404 

(253) 572-7002 

(253) 593-2854 Fax 

 

Lakewood Dental Clinic 

10510 Gravelly Lake Drive, SW 

Lakewood, WA 98499 

(253) 589-7188 

(253) 284-4384 Fax 
 

Hilltop Family Dental Clinic 

Hilltop Regional Health Center 

1202 Martin Luther King Jr. Way 

Tacoma, WA 98405 

(253) 441-4743 

(253) 442-8840 Fax 
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Community Health Care respectfully submits the following corrective action plan for the year 
ended May 31, 2019.  

Audit period: June 1, 2018 – May 31, 2019 

The findings from the schedule of findings and questioned costs are discussed below. The 
findings are numbered consistently with the numbers assigned in the schedule.  

FINDINGS—FEDERAL AWARD PROGRAMS AUDITS 

SIGNIFICANT DEFICIENCY 

2019-001       Application of Sliding Fee Discounts 

Recommendation: Management’s close supervision and review is the best means 
to ensure all requirements are met. We recommend implementation of a second 
level independent review over the demographic data and income verification 
information entered into the patient billing system in order to ensure the 
financial classification is correct. 

Explanation of disagreement with audit finding: There is no disagreement with 
the audit findings. 

Action taken in response to finding: Management understands the significance of 
the issue raised. Management will implement monthly internal audits, continual 
trainings regarding the sliding fee discount program process, and verification of 
the information input into the practice management system. Name of the 
contact person responsible for corrective action: Tonia Campbell, Chief Financial 
Officer 

Planned completion date for corrective action plan: December 31, 2019 
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