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INDEPENDENT AUDITOR'S REPORT

The Board of Directors
The C,W. Williams Community Health Center, Inc,
Charloite, North Carolina

Report on the Financial Statements

We have audited the accompanying financial statements of The C.W. Williams Community Health Center, Inc, {a
nonprofit organization) (the Organization), which comprise the siatement of financial position as of March 31, 2019,
and the related staterents of activities and changes in net assets, famctional expenses, and cash flows for the year then
ended, and the related rotes to the financial statements.

Management’s Responsibility for thé Financial Statements

Management {s responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally acoepted in the United States of America; this inoludes the design, implementation,
and maintenance of internal contro) relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to ffaud ot ervor.

Audttor’s Responsihility

Our responsibility is to exprass an opinion on these financial statements based on our audit, We conducted our audit
in accordance with suditing siandards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, ismed by the Comptroller General of the
United States, Those standards require that we plan and perform the audit > obtain reasonable assurance about
whether the financial statements are free from matetial misstatement,

An audit involves performing procedures o obtain audit evidencs about the amounts and disclosures in the fnancial
statements. The procedures selected depend on the auditors’ judgment, inclnding the assessment of the risks of
material missiatement of the financiel statements, whether due to fraud or errot. In making those risk assessments, the
auditor considers internal control relevant to the Organization's preparation and falr presentation of the financial
statoments in order to design audit procedures that are appropriate in the ciramstances, but not for the purpose of
expressing an opinion on the effectiveness of the Organization®s internal contvol, Accardingly, we express no such
opinion. Ao audit also includes evaluafing the appropriateness of accounting policles used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial
statements. ‘

+ We believe that the audit evidence we have obtained is sufficient and appropriste to provide a basis for our andit
opinion.
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Opinion

In our opinion, the financial statements refotred to above present fairly, in all material respects, the financial position
of The C,W. Williams Community Health Center, Inc. 28 of March 31, 2019, and the changes in iis net assets and ifs
cash flows for the year then ended in accordance with accounting principles generally accepted in the United States
of America,

Effect of Adopting New Aceounting Standard

As dizcussed in Note A, the Organization adopied the Financial Accounting Standards Board’s Accounting Standards
update (ASU) 2016-14, Not<for-Profit Entities (Topic 958-205) ~ Presentation of Financial Statemenis of Notfor-
Profit Entitles as of and for the year ended March 31, 2019. Our opinion is not medified with respect to this matter,

Other Reporting Required by Government Audiiing Standards

In accordance with Goverrment Auditing Standeards, we have also issued our report dated Novembet 21, 2019 on our
consideration of The C,W. Willisms Community Heaith Centet, Inc.'s internsl controt over financlal reporting and on
our tests of its compllance with certain provisions of laws, regnlations, cortracts, and grant agreemenis and other
mattors, The purpose of that report is to describe the scope of our testing of internal contyol over financial reporting
and compliance and the results of that testing, and not to provide an opinien on the internal control over financiat
reporting or compliance, That report is an intsgral part of an andit performed in accordance with Government
Auditing Standards and in considering The C.W. Williams Community Health Center, ng.} s internal control over
financial reporiing and compliance,

M”Wﬂ";m.@mma ¥ Quuscatis, K47

Gastonia, North Carolina . )
November 21, 2019 ‘. ,
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THE C.W. WILLIAMS COMMUNITY HEALTH CENTER, INC.

STATEMENT OF FINANCIAL POSITION
March 31, 2019

ASSETS

CURRENT ASSETS
Cash
Patient receivables, net
Grant recaivables
Propaid expenses
Inventoty
Other receivables

Total current assets
PROPERTY AND EQUIPMENT, NET

Total assets

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts payable
Accrued expenses
Medicaid cost repott settlement
Current portion of other liabilities
Current portion of capital leage obligations
Current portion of long-term debt

Total ourrent Habilities
LONG-TERM LIABILITIES
Other liabilitles, less current portion
Lohg-term debt, less current portion
Total long-term liabilities
NET ASSETS
Without donor restrictions
With donor restrictions
Total net assets

Total llabilities and net assets

See nofes to financial statements.

§ 1,398,145
300,328
557,570

3,597
76,901
138

—————

2,336,670

320,168

£ 2856847,
$ 109,811
181,111
165,000
650,575
2,444

30,521
1,159.462
28,161
505,67)
633,832
527,804
533,749

1,063,553

2836847



THE C.W. WILLIAMS COMMUNITY HEALTH CENTER, INC,

STATEMENT OF ACTIVITIES AND CHANGES INNET ASSETS

Year Ended March 31, 2019
Without With
Daonor Donor
SUPPORT, REVENUES, AND OTHER Restrictions  _Restrictions Tota)
Support:
Federal grants $ 1937010 § - 81937019
State and local grants 454,070 600,000 1,054,070
Coniributions 34,92 - 34,928
Other granis 22,275 25,000 47,275
Total suppott 2,448,29 §25,000 3,073,292
Revenue:
Patient fees 1,634,9% - 1,634,999
Other income 2,87 - 2.876
Total revenue 1,637,875 - 1,637,875
Other income 5,025 - 5,025
Net assets released from restrictions 89,251 {89,251) . ~
Total suppaort, tevenue, and other income 4,180,443 535,749 4716,192
OPBRATING EXPENSES
Health care services 3,560,191 3,560,191
Supporting servioes 529,28 520,289
Total oxpenses 4,089.4%0 - 4,089,480
Change in net assets 90,963 535,749 626,712
Net assets, beginnitp of year 436,841 436,841

Net assets, end af year

See notes 1o financial statements,

L2008 8533749 .§ 1063553,



THE C.W. WILLJAMS COMMUNITY HEALTH CENTER, INC,

STATEMENT OF FUNCTIONAL EXPENSES

Personnel costs:
Salaries
Payroll taxes
Employee benefits

Total petsonmel costy

Other expenses:
Accounting and professional fees
Bank. and other satvice charges
Building maintenance
Contamination and waste removal
Consultants
Contiming education
Dues, publications, and conferences
Equipment rentat
Equipment maintenance
Insurance
Interest expense
Legal fees
Marksting
Pailent services
Postage
Ofifice expense
Ocoupancy
Clinical supplies
Telephone
Taxes and licenses
Bad debts, net
Travel
Other

Total other expenses
Depreciation

‘Total expenses

See notes to financizal statements,

Year Ended March 31,2019
Health Care Supporting Total
Services Setvices Expenses
$ 207938 $ 249,141 $ 2,3290%
197,622 25,053 222,675
91,127 11,008 102,135
2,368,686 285,203 2,653,889
37,047 9,374 46,421
- 3,482 3482
31,714 - 31,714
6,616 - 6,616
79,358 - 79,358
- 2,487 2,487
1,052 10,878 11,930
14,284 3,071 17,355
101,575 457 102,032
- 31,759 31,759
26,615 33,077 §9,692
. 1,100 1,100
. 97,548 97,548
83,383 . 83,883
1,240 219 1,459
10,853 1,915 12,768
42,318 25,050 67,368
511,055 23 511,078
22,113 - 22,113
- 8,026 3,026
160,000 - 160,069
- 15,444 15,444
5,123 176 5,299
1,134,846 244,086 1,378,932
56,659 - 56,659
3 3&605191 $ 329,289 8 4,089,480



THE G. W, WILLIAMS COMMUNITY HEALTH CENTER, INC.

STATEMENT OF CASH FLOWS
Year Ended March 31, 2019

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets
Adjustments to regoncile change in net assets fo
net cash from operating activities
Change in allowance for doubtful accounts
Depreciation
(Increase) decrease in operating asssty:
Patient receivables
Medicaid cost report settlement receivable
(rant recelvables
Prepaid expenges
Inventory
Increase (decrease) in operating liabilities
Accounty payable
Accrued expenses
Medicaid cost report settlement payable
Other payables

Net cash providad by operating activities

NET CASH FLOWS USED IN INVESTING ACTIVITIES
Purohases of property and equipment

CASH FLOWS FROM FINANCING ACTIVITIES
Principal payments on long-term debt
Principal payments on capital lease obligations
Net cash used in finencing activities
Net increase in cash

Cash:
Beginning of year

End of year

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION

Cash payments for interast

See notes to financlal statements,

$ 626,712

(59,541)
56,659

142,218
122,126
(232,403)
5,637
(12,518)
36,344
62,116
165,000

(163,199)

749,650

__a92s1)
{49,823
(8,297
(38,122)

602,277

795,868

$ 1,3985145

3 50!475



THE C.W. WILLIAMS COMMUNITY HEALTH CENTER, INC.

NOTES TO FINANCIAL STATEMENTS
March 31, 2019

Note A~ Nature of Activitios and Summary of Significant Accounting Policies

Nature of Activities

The C.W. Williams Community Health Ceater, Inc. {the Organization), formerly Metroline Comprehensive
Health Center, Iné., was incorporated wnder the laws of the Ste of Nopth Carollna as ¢ nonprofit
orgenization whose purposs is to provide primary medical care to the medicaily vnserved and underserved
population of Chatlotte, Nurth Ceroline, The primary care operation is funded by patient servica revenmes
and governmental and private grants,

A symmary of the Qrganization's significant acoounting policies Cotlows:

New Accounting Pronouncement

On August 18, 2016, Financial Accounting Standards Board {FASB) issusd (ASU) 2016-14, Not-for-Profit
Entitles Accounting Standards Codification (ASC) (Topic 958-205) - Presentation of Financial Statements
of Notfor-Profit Entities effective January 1, 2018, The updite addresses the complexity and
understandabilify of net asset classification, deficiencies in information about Hquidity and availability of
resources, and the lack of conslstency in the type of information provided shout expenses and investment
return. The Organization has adjnsted the presentation of these financial statements accordingly,

Basis of Prosentation

The accompenying financial staterents have been prepared on the acemal basls of accounting in eccordance
with accounting principles gemerally mocepted ih the United States of Amerien (GAAP). Net essets,
revenues, expenses, and gains end losses are classified on the exlstonce or absence of donor-impoged
resirictions, Accordingly, net assets end changes therein are classified and reported as follows:

Net assets without donor restrictions consist of net assets which can be both undesignated and designated
in nature, Undesignated net assets without donor restrictions are fhoge vutrently available for use in the
day-to-day operattons of the Qrzanization and those resources invested in property end sguipment, From
time-to-time the Board of Directors mey designate certain amounls to mest specific objectives of the
Organization, No designated net assets without donor restrictions existed at March 31,2019,

Net agsets with. donor resirictions consist of net assets subgect to donor-imposed stipulations that will be
met either by actions of the Organization and/or passage of time, When a restriction expites, that is when
8 stipulated time restriction ends or purpase restriction is aocomplished, net assets ith donor restrictions
are reclnssitied to net assets without donor restrictions and reported in the statement of aoHvities and
change in net assets as net assets reloasod from restrictions, If & restvdstion is fulfilled in the same time
period In which the net assets are received, the amounts are rported as net assets without donor
restrictions, At March 31, 2019, nst assets with donor restrictions consist of cash of $210,749 and grant
receivables of $325,000 to be used for capital improvements ($510,749) and pharmacogenstics screening
($25,000). During the year ended March 31, 2019, the Organization spent $89,251 for capital
improvements related to thess resirictions, Subsequent to year end and prlor to Issuance of these financial
Statements, the Otganization has spent $204,945 on capital improvements related to these net assets with
donor restrictions,
T



THE C.W. WILLIAMS COMMUNITY HBALTH CENTER, INC.

NOTES TO FINANCIAL STATEMENTS - CONTINUED
March 31, 2019

Note A -  Nature of Activities and Summary of Significant Accounting Policies- Continued
Revenue Recogaition

The Organization has agreements with third-party payers that provide for payments to the Organization at
amounts different from its established rates, Payment arrangements include contract rates, reimbursed costs,
and discounted charges, Net patient service revenue is reported at the estimated net roalizable amounts fiom
patients, third-party payers, and others for services rendered, inclufing estimated retroactive adjustments
under reimbursement agreements with third-party payers. Retrosctive adjustments are accrued on an
estimated basis In the period the related services are rendered and adjusted in future periods as final
settlements ars determined,

The preparation of financiel statements in conformity with GAAP requiros management to make estimates
and assumptions that affect the reported amounts of assets and liabilijas and disclosure of contingent assets
and liabilities at the date of the financial statements and the reporied amaunts of revenues and expenses
during the reporting period. Actual resulis could differ from those estimates.

Contributi

Contributions are recognized when the donor makas & promise to give to the Organization that i, in
substance, unconditional, Contributions that are restricted by the donor ate teported as ncreases in net
assets without donor restrictions if the restrictions expire in the fiscl year in which the contributions are
recoguized, All other donor-restricted contributions are reported as increases in restricted net assets with
domor restrictions depending on the nature of the restrictions, When a fime and/or purpose restriction
expires, net assets with donor restrictions are raclassified to net assets without donor testrictions,

Patient Receivables, Net

Patient receivables are rocorded at net realizable value consisting of the cerrying amount less the allowances
for contractual adjustments and doubtful accounts, Credit is extended o custormers after an evaluation of the
customer's financial condition, and generalty collateral is not required. Management’s determination of the
allowance for doubtful accounts is based on an evalustion of the sccounts 1eceivable, past experience,
current economic conditions, and other risks inherent in the patient veceivables pottfolio. Accounts ate
consfdered past due after thirty days and all receivables over 365 days old are considered uncodlectible and
are written off.

The Organization’s palicy is to not charge interest on patient account balances that are outstanding at the
end of the month,

0
e



THE C.W. WILLIAMS COMMUNITY HEALTH CENTER, INC.

NOTES TO FINANCIAL STATEMENTS - CONTINUED
March 31,2019

Note A~ Nature of Actlvities and Summary of Significant Accounting Policies- Continued
Crant Recejvables

A significant portion of the Organization’s revenue is obtained through grants from varlous federal, oity,
state end private agencies. The Organization recognizes this revetme ¢ither on a prorated basis over the term
of the grant or to the extent of expenses incurred. The method of revenue recognition is detetmined based on
the terms of the grant,

Any of the funding sources may, at their discretion, request reimbursement for expenses or retutn of funds,
ot both as a result of the Center’s noncompliance with the terms of the grant.

The allowance for doubtful accounts for graut receivables hes bien evaluated end determined to be
immatevial to the financial statements,

Inventory

Inventory congists of pharmaceutical items purchased by the Organization, a3 wall as various items donated
during the year. The mventory Is valucd at the lowet of cost (firsi<in, first-out basis) or market,

Property and Bquipment, Net

Property and equipment are carricd at cost. Depreciation is computed wsing the stralght-line method over the
estimated useful lives of 4-30 years. The Organization capitalizes asets with an initial individual cost of
more than $1,000 and an estimated useful life in excess of a year.

Additions are charged to the property accounis while maintenance and repairs which do not improve or
extend the life of the respective assets are expensed curvently, When properties are disposed of, the related
eosts and accumulated depreciation are removed from the respective accounts, and any profit or loss on
disposition is credited or chatged to eatnings.

Donations of propetty and equipment are recorded as support at their estimated fair market value, Such
donations are eeporied es net assets without donor restrictions unless the donor hay resivicted the donated
asset for a specifio putpose. Assets donated with explicit restrictions ngarding their use and contributions of
cash that must be used to acquire properiy and equipment are reportsd as net assets with donor restrictions.
Absent donor atipulations regarding how long thoss donated assets must be maintained, the Organization
¥eports expirations of donor testrictions when the donated or acquired sssets are placed in service s
instructed by the donor, The Organization reclassifies net assets with donor restrictions to net assets without
donor restrictlons at that time,

Under the tettas of grants, the Organization may be prohibited fom Hiuidating certsin property and
equipment acquired with geant monies.



THE C.W. WILLIAMS COMMUNLTY HRALTH CENTER, INC.
NOTES TO FINANCIAL STATEMENTS - CONTINUBD
March 31,2019

Note A- Natuwe of Activities and Summary of Significant Accounting Policies - Continued

Charity Care

The Organization provides care to patients who meet ceriain criteria undes its charity care policy without
charge or at amounts less than its established rates. Because the Organization does not pursue collection of
amounts determined to qualify as charity care, they are not reported asrevenue.

Advertising Costs

The Organization expenses advertising costs as they are incurred, Advertising costs were $67,018 for the
year ended March 31, 2019,

Income Tax Status

The Organization is organized under Section 501(c)(3) of the Internsl Revenue Cods as a nonprofit, tax-
exompt organization. In addition, the State of North Carolina has granted the Organization tax-exempt
status,

The Organization has determined that it does not have any material unrecognized tax benefits or ebligations

as of March 31, 2019. The Organization has tax years ended March 31, 2016, 2017 and 2018 subject to
examination by the Intornal Revenue Service,

Functional Allocation of Expenses
The expenses that are allocated include the following;

Expenge Method of Allocation
Personnel costs Time and effort
Accounting and professional fees Direct allocation
Dues, publications, and conferctices Diract allocation
Equipment rentsl : Direot sllocation
Equipment maintenance Diract allocation
Interest expense Direct allocation
Postage Direct allycation
Office expense Divectallocation
Occupancy Space usage
Clinical supplies Direct allocation
Other Ditect allocation
Subsequent Events

The Orgenization has evaluated subsequent gvents through November 21, 2019, the date on which the
financiai statements were avallable to be issued,
-19-



THE C.W. WILLIAMS COMMUNITY HEALTH CENTER, INC.

NOTES TO FINANCIAL STATEMENTS - CONTINUED
March 31, 20619

Note B - Concentrations of Credit Risk

Financial instraments that potentially expose the Organization to concentrations of oredit risk consist
primarily of cash and accounts receivable. The Organization’s bank scounts are guaranteed by the Federal
Deposit Insurance Corporation (FDIC) up to $250,000 per bank, Periodically, the Orgenization may have
cash balanees in excess of FDIC insured limits, The cash balances sie maintained at financial institutions
with high credit-quality ratinge and the Organization believes no significant risk of loss exists with respect
to those balances,

The Orgenization grants credit without collsteral to its patients, mast of who are local residents and are
insured mnder third-party payer agreements. The mix of net patient reseivables from patients and third party
payers at March 31, 2019 was as follows;

Medieare/Madicaid 40%
Private Insutance 9%
Sliding Scale 4%
Self-Fay 2%

= 100%

Nets C -  Patlent Recelvables, Net
Patient feceivables ate composad of the following at March 31, 2019:

Patients:
Medicare/Medicaid $ 212,216
Patients — 318,562
Total due 330,778
Less allowancs for doubtful accounts:
Medicare/Medicaid (113,665)
Patients — (116,730}
(230,450%

" Total receivables 3. 3pus

-11-



Note D -

Note E -

THE C.W. WILLIAMS COMMUN{TY HEALTH CENTER, INC.

NOTES TO FINANCIAL STATEMENTS - CONTINUED
March 31, 2019

Property and Bquipment

Property and equipment are composed of the foliowing:

March 31,
2018

Land $ 10,000

Building 1,551,751

Equipment 1,246,850

Construction in progress -

2,808,501

Accumulated depreciation  ___2.321.025
Net property and

equipment 3487576

Teansfers/ March 31,

Additions = _Dispogaly = ___ 2019
$ - $ ~ $ 10,000
33,335 - 1,585,086
34,591 - 1,281.441
21,328 - 3 21,325
89,251 - 2,897.852

— 56689 - _2377.684
32592 8 - £ 3520168

Dopreciation expense for the year ended March 31, 2019 was $56,659.

Long-Term Debt

Long-term debt at March 31, 2019 consists of the following:
—Cwrent  _LongTerm . Tofal

Note peyable to Bank in monthly installments
of $5,700 including interest at 525%. Al
remaining  principal and interest due
November 2020. Real estate pledged as
collateral,

Note payable to Bank in monthly installments
of $1,555 Inchxling interest at 5.25%. All
principal and interest due December 2019.

$ 35129 $ 605671 § 640,800
15,392 s 15,392

-12-



THE C,W. WILLIAMS COMMUNITY HEALTH CENTER, INC.

NOTES TO FINANCIAL STATEMENTS - CONTINUED
March 31, 2019

Note E- Long-Term Debt — Continued
The annual aggrogate maturities required on long-term debt at March31,2019 ere as follows:

unt

2020 $ 503521
2021 605,761
Total § 656,192

Note F- Capital Leases
The Company entered into two non-cancelable leases which qualify & capltal lesses,

- The amounts capitalized under these lease arrangement are inoluded in equipment on the statement of
financial position at March 31, 2019 s follows:

Equipment $ 14,664
Less accumulated depreciation 9,462
Net book value P __ 5202
The present values of future minimum capital lease paymentb as of March 31, 2019 ars as follows;
Year ending March 31,
2020 $ 2,445
Less amount representing interest 1
Prasent value of firture payments 2,444
Current portion 2,444
Long-term portion § -

13-



Nots G -

Note H -

THE C.W. WILLIAMS COMMUNITY HEALTH CENTER, INC.
NOTES TO FINANCIAL STATEMENTS - CONTINUED
March 31,2019
Other Liabilities
On May 27, 2015 the Organization filed a Plan of Reorganizaton umder Chapter 11 of the Federal
Bankraptcy Code. The Plan was amended on September 4, 2015 and a hearing on the Debtor's Disslosure
Statement and Confirmation of the Plan of Reorgenization was held on Oclobat 14, 2025 and approved en

December 3, 2015, As of March 31, 2019, the Organization is camplying with the provisions of the
approved plan and is currently making all required payments per the Plan,

The following is a repayment schedule of the bankruptey liabilities recorded under other liabilities,
— Curront  _ Long-Tera . ___Total
E _7uume 3 28161 & 733.9m

The annual aggregate payments required on the bankruptcy debt at March 3 1, 2019 are as follows:

Year ending March 31,
2020 § 7,710
2021 5,517
2022 5,189
2023 5,400
2024 ' 3,621
Thereeafter — 641
Total 8__730871

On Januaty 24, 2018, the Organization received a Final Docree signed by the Bankruptcy judge indicating
that the estate had been fully administered and that the bankruptcy case was officially closed, Effective
January 24, 2018, the Crganization is no longer under the supervision of the Bankruptcy Court.

Contingencies

The Organization i subject to legal proceedings and claims that arise in fie soutse of providing health care
servioes, The Organization maintains malpractice insurence coverage for claims made during the term of the
policy. In the opinion of management, adequate provision has been made for amounts expected to be paid
under the policy’s deductible limits for unassertad claims not covered by the policy and any other uninsured
liability.

14



Note H

NoteI-

Note J -

Note ¥ -

THE C.W, WILLIAMS COMMUNITY HEALTH CENTER, INC,

NOTES TO FINANCIAL STATEMENTS - CONTINUED
March 31, 2019

Contingencies - Contittued ' Rt

Tha health care industry is subject to numergus laws and regulations of federsl, state and local governments,
These laws and regulations include, but are not necessarlly limited fo, maiters such as Hceusyrs,
accreditation, goveramental health care program participation requiroments, reimbursement for patient
services, and Medicare and Medicald frgud and abuse, Recently, govemnrnent activity has increased with
respect to investigations and allegations concetning possible violaions of fraud and abuse statutes and
regulations by health care providers, Violations of these laws and regitations could rsaylt in expulsion from
government health care programs together with the imposition of sigaificant fines and penalties, g5 well as
sipnificent ropayments for patient services billed,

Liquidity and Availability

Financial assefs available for general expenditmre, that is, without dotor or other restrictions limiting their
use, within one year of the ststement of financial position sheet date, comprise the following at March 31,
2019:

Casgh § 1,187,396
Patient recelvables, net 300,328
Grant receivables 232,570
QOther raceivables 138

8 172043

The Organization genarally uses these assets for programs and day-to-lay operations.

As part the Organization’s liquidity management, it has a policy to stuchure ity financlal assets to be
availablo as its general expenditures, lisbilitios, and other obligations that become clue.

Major Grants

Three governmental agencies provided funding to the Organization of$2,991,089 or 63% of total ravenues
and support and revenue for the year ended March 31, 2019,

Inventoty

Inventory consists of supplies and pharmaceutical ftems purchased by the Organization, as wes ag varlous
items donated by a national pharmaceutical company during the year. The Inventory is valued at the lower
of cost (firstwin, first-out basis) or market, The value of donated itsms teeeived was approximately $170,000
for the year ended March 31, 2019, 1

-15-



