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March 26, 2015

INDEPENDENT AUDITOR'S REPORT

Board of Directors
Coastal Family Health Center, Inc .
Biloxi, Mississippi

Report on the Financial Statements
I have audited the accompanying financial statements of Coastal
Family Health Center, Inc., (a nonprofit organization), which
comprise the statements of financial position as of December 31,
2014 and 2013 and the related statements of activities and cash
flows for the years then ended, and the related notes to the
f inancial statements .

Man ag eme n t' s Respons i bil i t y for the Financial Statements
Ma na g e me n t is responsible for the preparation and fair presentation
o f these f inanc ial statements in accordance with accounting
principles whi ch are generally ac cepted in the Uni ted Stateg of
Amer ica; this includes the design, implementation , and maintenance
of internal control relevant to the preparation and fair
presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

Aud i t o r' s Re s p o nsib il i ty
My responsibility is to express an opinion on these financial
statements based upon my audits. I conducted my audits in
accordance with auditing standards which are generally accepted in
the United States of America and the standards applicable to
financial audits contained in Government Audi ting Standards , issued
by the Comptroller General of the United States . Those standards
require that I plan and perform the audit to obtain reasonable
a s s u r a n c e about whe ther the financial s tatements are free o f
material mi s s t a t ement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the f inancial statements . The
procedures selected depend on the auditor's judgement, including
the assessment of t he risks of material mi s s t a t e me n t of the
financial statements , whether due to fraud or e rror. In making
those r isk a s s e s s me n t s , the auditor considers internal control
relevant to the entity's preparation and fair presentation of the
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fina ncial stateme n t s in order to design audit procedures that are
appropriate in the circumstances . An audi t also i nc l udes
evaluat ing the appropriateness of accounting policies used and the
rea s ona b l e ne s s of s ign i f ican t ac count i ng e s timat es made by
management, a s we l l a s evaluat ing the overal l presentat ion of t he
financial stateme n t s .

I believe that the audit evidence I have obtained i s sufficient and
appropriate to provide a basis for my opinions.

Opinions
In my opini on, the fina n c i a l statements referred to above present
fairl y, in all material respects, the financial pos ition of Coasta l
Family Health Ce n t e r , Inc. as of Decembe r 31 , 2014 and 2 013, and
the respec t i v e c ha ng e s in financial position and cash flows for the
years then e nde d in conformity wi t h accounting princ iples which are
generally acce p t e d i n t h e United States o f America.

Other Matters
My audit was condu c t e d for the purpose of forming an opinion on the
financia l stateme n t s taken as a whol e . The accompanying schedule
o f e xpendi t u res of federal awards is presented for purposes of
additional ana lys i s as required by U. S. Off ice of Management and
Budget Ci r cular A- 133, Audi t s of S t a t es, Loca l Gove r nmen t s, an d
Non -Profit Org an i z a t i on s , i s p resented fo r purposes o f addi t ional
analysis and is not a required part of the f i nanc ial statements .
Such info r ma tion is the responsibil ity o f management and was
derived from a nd relates direct l y to the underlying account ing and
other rec o r d s used to prepare the financial statements. The
information has been subjected to the auditing p rocedures applied
i n the audi t of t he fi nanc ial statements a nd certain addi t ional
procedures, i n c l u d i ng comparing and reconcil ing s uch i n fo rmat ion
directly to t he underlying accounting a nd other records u s e d t o
prepare t h e fina nc i a l statements or to the financial s t a t e me n t s
themselve s , a nd other additional procedures i n accordance with
audit ing standar d s which are generally accepted in the United
States of Amer i c a . In my opinion , the infor ma tion is f airly
stated, in a l l mate r ial respects , in r el a tion t o the fina nc ial
s t a tement s take n a s a whole.

Other Repo r t ing Required by Gover nmen t Auditing Standards
In a c c o r dance wi t h Government Audi ting Standards, I have also
i s s ue d my report dated March 26, 20 15 on my cons ideration of
Coastal Fa mi l y Health Center, Inc .'s i n t e rna l control over
fina ncial repo r t i ng a nd on my t e s t s o f i t s compl ian ce wi t h cert ain
provisions of l aws , regulations, contracts and g rant agreements and
other mat t er s. The purpose of that report is to describe the scope
o f my testing o f i n t e r na l control over financial reporting and
c omplianc e and the results of that test ing, and not to provide an
opinion on the internal control over financia l reporting or on
compliance . Th a t rep o r t is an i n t e g r al part o f an audi t perfor me d
i n accorda n c e with Gover nmen t Audi ting Standar ds i n con sider i ng
Coastal Family Heal th Center , Inc . 's interna l control ove r
financial repor t i ng and compliance.

s . W. Chi e palich
Certif i ed Public Accountant
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COASTAL FAMILY HEALTH CENTER, INC.

STATEMENTS OF FINANCIAL POSITION

DECEMBER 31, 2014 AND 2013

ASSETS
CURRENT ASSETS

Cash (Note 3 )
I nve s t me n t s (No t e 3 )
Accounts receivable, net of

allowance for doubtful
accounts of $3,537,770 in 2014
and $2,699,518 in 2013 (Note 4)

Due from Greene Area Medical Extenders
Inventory
Prepaid e xpenses

Total current assets

PROPERTY & EQUIPMENT (Note 5 )

OTHER ASSETS (State unemployment ,
security, & equip. deposits )

TOTAL ASSETS

LIABILITIES AND NET ASSETS
CURRENT LIABILITIES

Accounts payable
Accrued salaries
Deferred revenue
Retirement plan contribution

payable (Note 11)
Accrued and withheld payroll taxes

Total current liabilities

NET ASSETS
Se c tion 330 (d) rese r ve
Undesignated

TOTAL NET ASSETS

TOTAL LIABILITIES & NET ASSETS

201 4

$ 1 3 0, 915
94 6,448

1,350,929
327,153

35,247
98,916

2, 8 89 ,60 8

1 0, 4 92 ,52 0

36,965

$13,419,093

$ 326 ,896
4 0 6 , 2 6 5
206 ,484

25 ,530
48,279

1,013,454

3, 2 03, 826
9,220,7 4 1

12,405,639

$13,419,093

2 013

$ 5 2 3, 735
1, 4 85, 0 65

1,252 ,874
168,271

47,164
202,260

3, 679, 3 6 9

1 0, 3 3 3,2 0 6

3 6 , 9 6 5

$14,049,540

$ 4 51, 9 0 0
3 83,595

17,5 60
4 4 ,43 4

89 7,489

3, 2 03, 8 2 6
9 ,948 ,22 5

13,152,051

$14,049,540

See independent aUditor~s report and the notes to the financial
statements .

3



COASTAL FAMILY HEALTH CENTER, INC.

STATEMENTS OF ACTIVITIES

FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

REVENUES
Federal grant funds
Other grants & contributions (No t e 1 0 )
Third party reimbursements

Governmental (includes Medicare cost settlements
of $89,33 4 in 2014 & $33,967 in 2013 )

I n s u r a n c e (2014 includes incent i ve of $36,262)
Net patient service revenue
Do nation s
340b drug program
Interest income
Other income

Total r eve nues

2014 2013
$ 6 ,875,185 $ 6,499,123

2,089,891 1 ,626 ,181

2,813 ,850 2 ,834,648
729,446 555 ,090

1,661,146 1 ,800 ,744
2,310 9 ,350

59 5,036 49 , 712
1,925 16,980

114 ,1 63 50 ,973

1 4 , 882, 95 2 1 3 , 442, 8 01

EXPENSES
Program services

Pe r s onn e l (including fringe benefits )
Contracted services

(lab , contract physician, case mgt . etc.)
Supplies (medical, dental, lab ,

optometry , prescriptions, etc .)
Depreciation
State-wide electronic health records net work
Rent & maintenance of facilities and equipment
Clinic utilities ( i n c l. clinic telephone )
Medi cal education, dues & publs.
Other (p r i n t e d materials, patient transportation,

auto, property & liability insurance, travel,
ans wering service, etc.)

Total program serv ice expenses

8 ,270,751

1,527,853

1,252,987
586,368
429,982
508, 419
145,492

87 1910

418 ,229
13,227 ,991

7,824 ,259

1 , 4 39 , 690

98 4 ,773
541 ,889
163,3 46
385, 812
149 ,3 46

87 , 207

224,729
11 ,80 1 ,05 1

367 ,013

390,771
55 , 71 3
35,93 5
59 ,033
14 ,054

1 , 44 8, 534

2,371,053

14,172 ,104

357 ,347
37, 530
4 5 ,946
49 ,654

8 ,804

310 ,942
2 ,4 01,373

15,629 ,364Total expenses

Supp o r t i ng s e r v i c e s
Managemen t and general

Personnel (inc luding f r ing e benefits) 1 ,591, 150
Rent & ma i n tenance of f a cilitie s & equip . (cu s todial,

(data l i n e s , hardware & sof tware maint. , etc.)
Dep r e ciation
Suppli e s
Ut il i t i e s
Postage
Other (dues & pubIs., l icenses , education, travel,

recruitment, insurance, audit , consultants , etc.) ~~~~

Total management & general expenses

INCREASE IN NET ASSETS (746,412) (729,303)

NET ASSETS - BEGINNING OF YEAR

NET ASSETS - END OF YEAR

13,152,051

$12,405,639

13,881,354

$13,152,051

See i ndepend e n t a uditor's report a nd the note s to the fi nancial s tatements ., I
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COASTAL FAMILY HEALTH CENTER , INC .

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

2014 2013

623, 898 597,6 02

( 9 8 , 0 5 5) 110,68 4

(1 58 ,88 2 ) 14 9, 8 6 9
1 0 3, 3 44 (1 29 ,43 2)

11, 917 (1 2 ,2 31)
(33,75 0 )

(1 25,004) (5 , 62 1)
22,670 125,957

206,484 (2 9 8 , 6 5 1)
payable 7,970 (24,601)

3, 845 (65,6 3 3 )

(1 48 ,2 2 5) (3 15 , 1 10)

CASH FLOWS PROVIDED BY
OPERATING ACTIVITIES
Increase in net assets $ (746 ,41 2)
Adjustments to reconcile increase

in net assets to cash provided
by operating activities

Depreciation
Changes in current

assets & liabilities
Accounts receivable
Due from Greene Area

Medical Extenders, Inc .
Prepaid e xpenses
Inventory
Other assets
Accounts payable
Accrued salaries
Deferred revenue
Retirement plan contribution
Other accrued liabilities

Net cash flows provi ded
by operating activit ies

CASH FLOWS PROVIDED BY
INVESTING ACTIVITIES

Acquisition of property & equipment (783 , 2 1 2)
Net cash flows provided (used)

by investing activities (783,212)

INCREASE (DEC .) IN CASH & CASH EQUIVALENTS (931 ,437)

CASH - BEGINNING OF YEAR 2 ,008,800

CASH - END OF YEAR $1 , 077 , 363

$ (729 ,303)

(749,95 3 )

(749,953)

(1 ,065 ,063)

3 ,073,863

$2 ,008,800

I
See independent auditor's report and the notes to the financial statements.
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NOTE 1

NOTE 2

COASTAL FAMILY HEALTH CENTER, INC.

NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31, 2014 AND 2013

ORGANIZATION
Coastal Family Health Center , Inc . is a nonprofit organization ,
created in October 1978 , which provides community health care
services in southern Mississippi through the operation of six
clinics , one mobile medical unit , and one administrative
building . The operations o f this program are funde d prlmarlly
through Federal funds and patient fees .

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting
The accompanying financial statements have been prepared on the
accrual basis of accounting . As such , revenues are recognized
when earned rather than when received and expenses are
recognized when incurred rather than when paid .

Statement of Financial Accountinq Standards No . 117 (SFAS #117)
Statement of Financial Accounting Standards No. 117 , (which is
enti tIed "Financial Statements of Not - for-Profi t Organizations"
and which was codified into the SFAS Codification effective
July l , 2 0 0~ ), wa s adopted by the Cent er f or exter na l f inancial
reporting purposes effective January 1, 1995 . Such statement
mandates significant changes in the format , terminology , and
presentation of financial statements for most not-for-profit
organi zations . Specifically , SFAS #117 requires , among other
things , that assets , liabilities , net assets , revenues , and
expenses be segregated into three categories : unrestricted ,
temporarily restricted , and permanently restricted.
Furthermore , expenses are to be allocated between program
service expenses and supporting service expenses .

unrestricted funds represent funds wh i c h are available to be
used for the general purpose for which the Center was created ;
that is , to provide primary health care services . Restricted
resources represent contributions of cash which are received
with specific donor stipulations that limit the use of the
donated cash . However , the restrictions associated with the
r esour ces which t he Center receives are generally met within
the year that the resources are received . Therefore , as
permitted by genera l ly accepted account ing princ iples , such
resources are reported as unrestricted in the accompanying
statements of activities .

As of December 31 , 2014 and 2013 , the Center had no material
restricted resources on hand .

Inventory
The Center maintains a pharmacy inventory valued at cost (which
approximates market) . Cost is determined by a method which
closely approx imates the first-in , first-out method .
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NOTE 2

COASTAL FAMILY HEALTH CENTER , INC .
NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31, 2014 AND 20 13

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Donated Materials and Services
Donated Space - The Center records donated space contributions
at the fair market rental value of such property .

Donated Services
services based on
rates equivalent
services.

The Center records donated personnel
the number of hours of service donated at

to that which would be paid for the same

Property and Eauioment
Property and equipment acquisitions greater than $5, 000 ($1, 000
prior to January I, 2014) are capitalized at cost at the date
of acquisition. Depreciation of property and equipment is
provided over the estimated useful lives of the respective
assets on the straight-line basis . (See Note 5) .

Net Assets
Net assets includes a caption entitled "Section 330(d)
reserve". This caption represents a regulatory reserve which
was created in connection with the Center's Community Health
Center grant. The balance of this reserve represents
unrestricted funds .

Use of Estimates
The preparation of financial statements in conformity with
generally accepted accounting principles requires management
to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the
reporting period . Actual results could differ from those
estimates .

Third Partv Reimbursements
The Center has agreements with third-party payors that provide
for payments to the Center at amounts different from its
established rates . For example, services rendered to Medicaid
program beneficiaries are reimbursed under the Prospective
Payment gy~t~m which was implemented January I, 2001 and which
provides cost reimbursements based on a historical average cost
rate. This rate is indexed for inflation on an annual basis.

Net Patient Service Revenue
Net patient service revenue is reported at the estimated net
realizable amount from patients.

Cost Allocation
The Center allocates certain common costs among its various
programs and activities in order to achieve a fair and
objective cost-sharing by all programs and activities . The
following costs are 'a c c umu l a t e d and allocated among activities

7



NOTE 2

COASTAL FAMILY HEALTH CENTER , INC .

NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31 , 2014 AND 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)
Compensated absences such as v aca t ion s , sick l eave , a nd
holidays, are allocated based on the ratio of t otal c ompensat e d
absence costs by each e mployee class t o t otal wa g e s by e mp loyee
class applied to the actual wa g e cost within each activity .
Compensated absences totaled $1 ,0 49, 430 in 2014 and $964, 049
in 2013 and the average allocation rate for all employee
classes was 11 .4% in 2014 and 11 .3 % in 2013 .

Fringe benefits such as employee health insurance, retirement,
and social security taxes are allocated among activities using
the same methodology as compensated absences. Fringe benefits
totaled $1,873,198 in 2014 and $1,590,696 i n 201 3 and we r e
allocated at the rate of 22 . 7% in 2 014 and 20.3 % in 2 013.

Indirect costs such as general administrative e xpenses are
al l o c a t e d to activities based on t h e i r respective sal a ry a nd
fringe benefit costs . Indirect costs t otaled $2, 334, 888 ln
2 014 and $2 , 387 , 3 75 in 2 013 and we r e allocated at t he r ate o f
23 . 4% o f wa g e a nd fr inge benef i t cos t s in 2014 a nd 2 5 . 7% in
2 013.

Fair Value o f Financial I ns truments
The carry ing a mounts reported in t h e stat e ment o f fi nancial
position f or financial instruments (i. e . c ash, inv estments,
accounts payable, and accrued liabilities ) approximate their
fair market v a l u e .

Reclassifications
For comparability, certain 2013 amounts may
reclassified to conform with the financial
presentation used in 2014.

have been
statement

NOTE 3 CASH AND INVESTMENTS
Cash and investments consisted o f the f ollowing at De c ember 31 ,
2014 and 2 013 :

94 6 ,448 1, 485, 065
$1 ,0 77 , 36 3 $2 ,008 ,800

Op e r at i ng & pay roll checking accts .
Investments (mon ey ma rke t , savings &

certi ficate o f deposit accounts )
Total cash and investments

$
2 01 4
130,915 $

20 13
52 3,735

The Center places its cash and inv es tments with credi t- worthy,
high quality financial institutions. Management c ontinually
monitors each depository institution for continued financial
stability . During 2008, the FDIC insurance limit wa s increased
from $100,000 to $250,000 and as o f December 31 , 2014 and 201 3,
the aggregate amount of uninsured deposits wa s $45,936 and
$618,833, respectively.
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COASTAL FAMILY HEALTH CENTER , INC.

NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31, 2014 AND 2013

NOTE 4 ACCOUNTS RECEIVABLE
Accounts receivable consisted of the
2 014 and 201 3 :

Patient fees
I n s u r a n c e
Medicaid
Medicare
Federal grants
340B drug program participants
Other
WIC reimbursements
MS Qualified Health Center grant
March of Dimes
Children's Health Fund
Louisiana Public He a l t h Institute
FEMA

Total Accounts Receivable

foll owing at
2 01 4

$2 ,749,14 0
785, 99 4
5 61,9 12
303 ,40 1
2 1 1 , 3 09
107,625

60,929
54,984
2 8,405
2 5 , 00 0

$4, 888,6 99

December 31 ,
20 13

$2, 069, 095
706, 93 0
38 5 ,840
24 7 ,831
181,554

39, 97 8
72,980
35,669

3, 192
25, 000

100 ,000
75, 34 1

8 ,982
$3, 952, 3 92

Coastal Family Health Center, Inc . maintains an allowance for
doubtful accounts at a level considered by management to be
adequate to absorb uncollectible accounts receivable. At
December 3 1 , 2014 , the allowance amounted t o $3,5 37,77 0 . At
December 31 , 2013, the allowance was $2 , 699, 518 .

NOTE 5 PROPERTY AND EQUIPMENT
The components of property and e quipment and the estimated
useful lives of those components at December 31 are as follows :

2014 2013
Land and buildings (2 0 - 4 0 yrs ) $12,000,8 22 $11,925,915
Leasehold improvements (3 0 y r s) 131,507 131,507
Furniture and fixtures (5 -20 y r s) 3,2 89 ,622 2 , 007, 66 5
Mot o r v e h i c l e s (6 y e a r s) 452,772 4 52 , 772
Construction in progress 14, 25 6 587, 908

15, 888 , 979 15,1 05,7 67
Less accumulated depreciation 5, 3 96,45 9 4 , 772 , 561

Net property and equipment $10, 492,52 0 $ 10,3 33, 2 06

The property and equi pment of the Center include assets
purchased wi t h federal financial assistance . Although these
assets we re purchased in the name o f the Ce n t e r , d isposi tion
of these items may require prio r a p p rova l o f t h e gran t o r
a g e ncy.

Depreciat i o n rec o r ded i n 2 014 and 2013 total l ed $623 ,898 and
$5 97, 60 2, r e s p e c tive ly .
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COASTAL FAMILY HEALTH CENTER , I NC.

NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31 , 2014 AND 2013

NOTE 6 CONTINGENCIES
Amounts received or receivable from grantor agencies are
subject to audit and adjustment by Grantor agencies,
principally the federal government. Any disallowed claims,
including amounts already collected, may constitute a liability
of the Center . The amount of disallowed claims and/or audit
adjustments are uncertain and cannot be reasonably estimated
at this time . However, the amount of such items is not
expected to represent a material liability to the Center as of
December 31 , 2014 .

The Center is vigorously defending a claim involving a network
data security breach which occurred in 2011. Although the
claim is in the discovery stage , management believes an adverse
outcome f rom this claim is reasonably possible, although the
amount or range of loss is not susceptible to reasonable
estimation at the present time .

NOTE 7 CONCENTRATIONS OF CREDI T RISK
The Center grants credit without collateral to its patients,
most of whom are local residents and some of whom are insured
under third-party payor agreements. The mi x of receivables
from patients and third-party payors at December 31, 2014 and
2013 was as follows :

Patients (self-pay)
Insurance
Other
Medicaid
Medicare

Total

56%
16%
10%
12 %

__6%
100%

52%
18%
14 %
10 %

__6%
100%

NOTE 8 TAXES
The Agency qualifies as a tax-exempt organization under Section
501 (c) (3) of the Internal Revenue Code and, therefore, no
provision for Federal or State income taxes has been made in
the accompanying financial statements.
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COASTAL FAMILY HEALTH CENTER , INC .

NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31 , 2014 AND 2013

NOTE 9 MANAGEMENT AGREEMENT WITH GREENE AREA MEDICAL EXTENDERS , INC .
In May 2010, the Center renewed an agreement with Greene Area
Medical Extenders, Inc . (Greene) to provide all management
functions to Greene for an additional fi ve years . Greene is
a tax-exempt entity which provides community health care
services in Greene count y, Mi s s i s s i ppi.

As part of its management services, Coastal maintains most of
the accounting records for Greene and pays its payroll and
other operating costs. Greene reimburses Coastal for such
costs on a periodic basis .

NOTE 10 OTHER GRANTS AND CONTRI BUTI ONS
In addition to the Federal grant funds received from the
Department of Health and Human Services, the Center received
the following grants or contributions during the y e a r s ended
December 31, 201 4 and 2013 .

2 01 4 201 3

100, 0 00
50, 0 0 0
2 8 ,777

Louisiana Public Health Institute - primarily
for health information technology $1,731, 449

St . of MS (Mississippi Qu~l it i ect He~lth Center) 179,665
Children's Health Fd - mobile unit operations

and children'S counseling
Ma r ch of Dimes mobile unit operating subsidy
Other
W.K. Kellogg Foundation:

Mobile unit health services
Affordable Care Act implementation

Gulf Coast Community Fd . - oil spill recovery
Re s e a r c h Triangle Institute - CHATS (Childrens

He al th After The Storm)

$ 915,87 8
179,665

100,00 0
5 0,00 0

3, 639

201,978
10,000

1 4 8,76 3

16,25 8

Total other grants and contributions $2,0 89,891 $1,626,1 81

Monies received through these additional grant agreements
qualify as matching funds for purposes of the federal grant
requi rement .
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COASTAL FAMILY HEALTH CENTER , INC .

NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31 , 2014 AND 2013

NOTE 11 RETIREMENT PLAN
In August, 1997, the Center adopted a non-contributory emp l oyee
profit sharing retirement plan covering all employees who have
completed their 90 d a y probationary period. (This plan
replaced the previous individual salary reduction con t r a c t s
wh i c h the Center had with certain eligible employees.) The
Plan is administered by AIG Variable Annuity Life Insurance
Company (VALIC) . Under this plan, the Center contributes 5%
of each el igible employee's gross wa g e s . Employees become
vested in their accounts based on a graduated scale which
provides for 100 % v e s t i ng after four y e a r s . Retirement
benefits a re generally made in one lump sum. The Ce n t e r ' s
total retirement c on tri bu tion s during 201 4 and 20 13 we r e
$1 85, 449 and $17 8 ,3 31 , respectively.

Effective January 1, 2012, the Plan wa s amended t o a 401K safe
harbor plan which eliminates the four year v e s t i ng schedule
(i.e . 100% immediate vesting) and provides for 100% employer
matching contributions on discretionary e mp l oy e e deferrals up
to 5%. Also, hardship withdrawals and loans of employer
matching contributions are no longe r allowed (although hardship
wi thd r awa l s and loans of e mp loyee de ferred amounts are s till
allowed) .

NOTE 12 DEFERRED COMPENSATION PLAN
Prior to January 1, 2012, employees of the Center could also
participate in a salary reduction plan under Section 403b of
the Internal Revenue Code whe r e by employee elective payroll
wi thholdings are invested i n VALIC contracts . No employer
c ontributions were made to this plan and employee c ontributions
we r e generally limited by I RS regulations . Effectiv e January
1, 2012 and in conjunction wi t h t he conversion t o a 40 1K safe
harbor retirement plan a s noted a bov e, this plan was frozen and
no further employ ee contributions can be made t o these
contracts.

NOTE 13 SUBSEQUENT EVENTS EVALUATION
Subsequent events have been evaluated for potential recognition
or disclosure through Ma r c h 2 6 / 2 015 / the approximate date the
f inancial statements we r e available t o b e issued.

12



SUPPLEMENTARY INFORMATION



COASTAL FAMILY HEALTH CENTER, INC.

SCHEDULE OF EXPENDITURE OF FEDERAL AWARDS

DECEMBER 31, 2014

Grantor Agency

Direct:

Program Title
CFDA

Number Expenditures

U.S.Department of Health & Human Services

Consolidated Health Centers

Affordable Care Act
Health Center Control Networks

Ryan White Outpatient Early
Intervention Services

Direct Sub-total

Indirect: Passed through the State of Mississippi
Department of

Health WIC - Nutritional Guidance

Indirect Sub- t ot al

Total Federal Awards

9 3.2 2 4

93 .527

93 .918

10 .557

$5 ,662 ,7 21

477,711

583,318

6,723,750

151 ,435

151, 43 5

$6,875 ,185

NOTE:
The organization uses the accrual basis of accounting In the preparation of this
Schedule .
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s. W. CHIEPALICH
CERTI FIED PUBLIC ACCOUNTANT, P.c.

3800 Airport Boulevard
Suite 101

P.O. Box 850335
Mobile, Alabama 36685

(251) 610-3792

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

Independent Auditor's Report

Board of Directors
Coastal Family Health Center, Inc.
Biloxi, Mississippi

I have audited, in accordance with auditing standards which are
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 financial statements of Coastal Family Health Center, Inc. (t he
Organization), which comprise the statement of financial position as
of December 31{ 2014{ and the related statements of activities and
cash flows for the year then ended, and the related notes t8 the
financial statements and have issued my report thereon dated March
26, 2015.

Internal Control Over Financial Reoortinq
In planning and performing my audit of the financial statements, I
considered the Organization's internal control over financ ial
reporting (internal control) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing my
opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Organization's
internal control. Accordingly, I do not express an opinion on the
effectiveness of the Organization'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, t o prevent or detect
and correct misstatements on a timely basis. A material we ak n e s s is
a deficiency or a combination of deficiencies in internal control
such that there is a reasonable possibility that a ma t e ri a l
misstatement of the Organization's financial statements wi l l not be
prevented, or detected and corrected on a timely basis. A
significant deficiency is a deficiency, or combination of
deficiencies, in internal control that is less severe than a materia l
weakness, yet important enough to merit attention by those charged
with governance.

ChanerecilBank Auditor
Certified Internal Auditor

Certified Management Accountant
Member American Institute of Certified Public Account ants



My 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 my audit , I did not identify any deficiencies in
internal control that I consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the
Organization's financial statements are free of material
misstatement, I performed 't e s t s 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 my audit and, accordingly, I do not express such an opinion. The
results of my tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing
Standards.

JIJ~
Certified Public AccountantMarch 26, 2015

Purpose of this Report
The purpose of this report is solely to describe the scope of my
testing of internal control and compliance and the results of that
testing, and not to provide an opinion on the effectiveness of the
Organization's internal control or on compliance. This report is an
integral part of an audit performed in accordance with Government
Audi ting Standards in considering the Organization's internal control
and compliance. Accordingly, this communication is not suitable for
any other purpose.
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s. W. CHIEPALICH
CERTIFIED PUBLIC ACCOUNTANT, r.c.

3800 Airport Boulevard
Suite 101

P.O. Box 850335
Mobile, Alabama 36685

(25i) 610-3792

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND
ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133

Board of Directors
Coastal Family Health Center , Inc .
Biloxi, Mississippi

Report on Compliance for Each Major Federal Program
I have audited Coastal Family Health Center , Inc . 's (the Organization)
compliance with the types of compliance requirements described in the
OMB Circular A -133 Compliance Supplement that could have a direct and
material effect on each of the Organization's major federal programs
for the year ended December 31, 2014 . The Organization's major federal
programs are identified in the summary of auditor 's results section of
the accompanying schedule of findings and questioned costs.

Management's Respons ibility
Management is responsible for compliance with the requirements of laws ,
regulations, contracts and grants applicable to its federal programs .

Auditor's Responsibility
My responsibility is to express an opinion on compliance for each of
the Organization 's major federal programs based on my audit of the
types of compliance requirements referred to above . I conducted my
audit of compliance in accordance with auditing standards which are
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
OMB Circular A-133 , Audits of States , Local Governments , and Non-Profit
Organizations . Those standards and OMB Circular A-133 require that I
plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements r e f erre d to
above that could have a direct and material effect on a major federal
program occurred . An audit includes e xamining , on a test basis,
evidence about the Organization 's compliance with those r equirements
and performing such other procedures as I considered necessary in the
circumstances .

I believe that my audit provides a reasonable basis for my opinion on
compliance for each major federal program . However , my audit does not
provide a legal determination of the Organization's compliance .
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Opinion on Each Major Federal Program
In my opinion , the Organization 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 December 31, 2014 .

Report on Internal Control Over Compliance
Management of the Organization is responsible for establishing and
maintaining effective internal control over compliance with the types of
compliance requirements referred to above . In planning and performing my
~udit of compliance ( I considered the Organization's internal control
over compliance with the types of requirements that could have a direct
and material effect on each maj or 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 OMB Circular A-133 , but not for the purpose of expressing
an opinion on the effectiveness of internal control over compliance .
Accordingly , I do not express an opinion on the effectiveness of the
Organization'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 we ak n e s s
in internal control over compliance is a deficiency , or combination of
deficiencies in internal control over compliance ( such th~t t here is a
reasonable possibility that material noncompliance with a type of
compliance requirement of a federal program will not be p revented, or
detected and corrected, on a timely basis . A significant deficiency in
internal control o ver compliance is a deficiency, or 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, y e t important
enough to merit attention by those charged with governance .

My consideration of internal control over compliance was fo r the limited
purpose described in the first paragraph of this section and was not
designed to identify all deficiencies in i n t e r na l control over compliance
that might be material weaknesses or significant deficiencies . I did not
identify any deficiencies in internal control over compliance that I
consider to be material weaknesses . However, material weaknesses may
exist that have not been identified .

The purpose of this report on internal control over compliance is solely
to describe the scope of my testing of internal control over compliance
and t he results of that testing based on the requirements of OMB Circular
A-133. Accordingly , this report is not suitable for any other purpose .

March 26, 2015
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COASTAL FAMILY HEALTH CENTER, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED DECEMBER 31, 2014

SECTION I - SUMMARY OF AUDITOR'S RESULTS

Financial Statements
Type of auditor's report issued: Unqualified

Internal control over financial reporting:
Material weaknesses identified? yes

Significant deficiencies identified that

are not considered material weaknesses? yes

---.K.-DO

~none reported

Noncompliance material to financial
statements noted?

Federal Awards
Internal control over major programs:

Material weaknesses identified?

___yes

__yes

~no

x no

Significant deficiencies identified that
are not considered material weaknesses? yes ~none reported

Type of auditor's report issued on
compliance for major programs: Unqualified

Any audit findings disclosed that are
required to be reported by Sec. 510(a)
of OMB Circular A-133?

Identification of major programs:

___yes ~no

Department of Health & Human Services
1.) CFDA #93.224 Consolidated Health Centers
2.) CFDA #93.918 Ryan White Outpatient Early Intervention Services

Dollar threshold used to distinguish
between type A and type B programs: $300,000

Auditee qualified as low-risk auditee? ~yes __no

SECTION II - FINANCIAL STATEMENT FINDINGS

None

SECTION III - FEDERAL AWARD FINDINGS & QUESTIONED COSTS

None.
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s. W. CHIEPALICH
CERTIFIED PUBLIC ACCOUNTANT, P.c.

3800 Airport Boulevard
Suite 101

P.O. Box 850335
Mobile, Alabama 36685

(251) 610-3792

March 26, 2015

Board of Directors
Coastal Family Health Center, Inc.
Biloxi, Mississippi

Several high-profile cases of improper financial reporting in the last
decade or so have occurred with both public companies (Enron, Worldcom,
Heal thSouth, etc.) as well as non-profit organizations (United Way,
American Red Cross, the Nature Conservancy). These and o t he r case s l ed
to the passage of the Sarbanes-Oxley Act of 200 2 and the mos t
comprehensive overall of auditing standards in ove r 30 y e a r s. These
rev ised auditing standards (t he Standards) which a r e now g ene r a 2-ly
accepted in t he U. S . we r e inc orporat ed into Coa sta l Family Health
Ce n t e r , Inc.'s (the Center's ) 2 014 audi t and r e f l e c t a heightenec.
r e s pons i b i l i t y t o c ommunicate c ert a i n ma tters t o the Board. Th i s
let ter, wh i c h is format ted into three specifi c sec tions (con t ro l
defi c iencies, o ther r e quired communication s, a nd mana g e men t
r epre s ent a t i on s) is d e s i gn e d to me e t t h is commu n icat i on re s pon s ibil ity
and include the representations t hat management i s requi r ed to make in
a f i na ncial statement audit.

Control Deficiencies
The Standards require that I cons ider the Center's internal control ove r
financial reporting wh e n planning and performing the Center's aud i t.
This consideration is necessary merely to properly design the audit a nd
is not of suff .icient detail to render an overall op ini on on the
effectiveness of the Center's internal control . Therefore, ~his limited
consideration of internal control wou l d not nec essari l y identify a l l
defi ciencies in internal control .

A control deficiency exists whe n the design or op e r a tion o f a c ont ro l
does not all ow management or employees to timel y prevent or de t ect , i n
the no r mal c ourse o f business, financial statement mi ss t a t e me n t s. A
c ont rol defi ciency can be either a "significant defi ciency" or a
"material we akne s s" , as defined below, depending on the severity o f t he
c ont rol deficiency (with mat erial we akne s ses be ing t he more severe ). I
did not identify any deficiencies in inte r na l cont ro l over fi na n c i a l
reporting that I con s i d e r t o be material wea kne s s e s.

"Significant deficiency" - one or more control deficiencies that diminishes the Center's ability to initiate, process, and report financial transactions (in accordance with
generally accepted accounting principles) to the extent that makes it more than remotely possible that a significant financial statement misstatement could occur due to error
or fraud and not be prevented or detected by the Center 's internal control.

"Material weakness" - one or more significant deficiencies that makes it more than remotely possible that a material financial statement misstatement could occur due to error
or fraud and not be prevented or detected by the Center' s internal control.
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Other Required Communications

The Audi tor's Responsibili ty Under U. S. Generall v Acceoted Audi tinq
Standards - The auditor's responsibility is to render an opinion about
whe t he r the internally-prepared financial statements are fairl y
presented, in all material respects, with U. S. generally accepted
accounting principles. This responsibility does not relieve management
of its responsibility regarding the financial statements .

Scope and Timing of the Audit - The audit was performed in accordance
wi th the planned scope. and timing, wh i c h wa s c ons isten t with prior
audits.

Qualitative Aspects of Accounting Practices - Although the auditor can
advise management about the appropriateness of accounting policies and
their application, management retains ultimate responsibly for their
selection and use. The significant accounting policies used by t he
Center are described in Note 1 to the audited financial statements and
no new account i nq pol icies we r e adopted during 2014. There we r e no
transactions entered into by the Center during 2014 for which there is
a lack of authoritative guidance and there are no significant
transactions tha t have been recognized in the financial statements in a
different period than wh e n the t r a n s a c t i on oc c u r r e d.

The use of estimates in t h e preparation of financial s tatements is
discussed in the notes to the audited financial statements, as wel l as
the estimate f or doubtful accounts which was established. I evaluated
the factors and assumptions used t o develop the all owance and determined
tha t it is reasonable in relation to the financial statements taken as
a whol e .

Difficulties Encountered in Performing the Audit - None.

Corrected and Uncorrected Financial Statement Misstatements All
significant mi s s t a t e me n t s noted during the audit have been reported to
management i n the form of "Ad j u s t i ng Journal Entries", wh ich were
reviewed and approved by management and properly recorded in the
Center's accounting records.

Disagreements wi t h Management - None.

Managemen t Consul ta ti ons wi th Other Independen t Ac coun tan ts (i . e. second
opinions) - To my knowledge, there were no consultations with other
accountants .
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Other Mi s c ellan e ou s Items : - The following i t ems d o not r ep r e s en t
material misstatements in t he financial sta tements , ma t e r i a l we akne s s e s
in internal control , or material noncompliance wi th major federal
programs . Howe v e r, they are additional items noted during t he course
that I believe wa r r an t management action .

1.) The Center continues to experience significant operating losses .
Total cash and savings as of December 31 , 2014 has declined by
almost $2 ,000,000 since December 31 , 2012. The remaining cash and
savings on hand as of December 31, 2014 totaled $1 ,077 ,363 . Also ,
in March 2015 , $144 ,000 in debt was incurred to meet the Center 's
working capital needs . Although management implemented a cost
recov ery plan in the second half of 2014 , significantly stronger
action appears warranted .

In addition to the 2014 cost recovery plan, management has
developed a major new revenue source (340b drug program) but is
cautioned not to place undue reliance on this program to mitigate
the need for major improvement with the organization 's core
business activities .

2.) An indirect cost rate proposal has not been submitted to the
federal government for approval .

3 .) The mailing of monthly patient statements (which costs about
$10,000 per month) appears to outweigh the benefits of such
statements. Quarterly statements are recommended.

4.) The Center continues to need improvement in its encounter billing
procedures . During a random sample of 25 encounters , several
exceptions we r e noted in connection with the identification of the
appropriate responsible party to bill , timeliness of processing ,
determination of the appropriate sliding fee discount, or the
verification of the patient's stated income .

Specific findings were noted as follow :

a . ) When a claim wa s rej ected by Medicaid due to a clerical
error involving an incorrect date , it was written off rather
t ha n resubmitting the claim wi t h the correct date.

b .) One payment was noted as having been posted to the wrong
e n c ou n te r (a l t houg h it wa s posted to the correct patient
account. )

c .) One "no proof-full pay" patient was incorrectly slid to $30 .

d . ) One patient who qualified for a reduced fee wa s not slid.

e. ) One patient's reduced fee wa s based on stated rather than
document ed income .

f . ) One payment made at the date of the October visit was not
applied t o the account until the following March .
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Also, dental Me d i c a i d claims processing has experienced
protra c ted delays since the Next Ge n conversion in July 2014.

Final l y, i t a ppears that ma n ag e ment should revisit the Ryan White
s liding fee prog ram requireme nts since there appears to have been
s ome noncompliance therewith sinc e management i nd i c a t e d that no
charge s were a ssessed to a ny Ryan Wh i t e patients during 2014 .
Althoug h most o f t he Center's Ryan White patients should qualify
for a 1 00% discount , they are nonetheless subject to a sliding fee
scale a nd are not automatica l l y e xempt from charges.

5.) The Center has numerous prepaid expenses in the course of the year
for various t ypes of insurance , trade association dues, and
software licenses and maintenance agreements . Such items are
expensed whe n paid, necessitating a comprehensive analysis and
computation at yea r end to establish the proper prepaid account
balanc e f or t h e y e a r end f inancial statement . Therefore ,
recording such items as prepaid when paid (with a automatic
j ournal ent ry to a mortize the cost ove r the proper period) is
r ecommended.

Other mi nor f i ndings :

a. ) Th e Cen te r 's cyb e r li abi li t y insurance premium ($1 0 , 93 0 ) wa s
charge d t o the wrong i ndi r e ct cost pool, resulting i n about
$2 ,000 of thig COgt being i mproperly allocated to an ent i ty
f o r which t h e Center performs contract bookkeeping services .

b.) One o f the Mis s i s s i pp i SafeNet members (GA Carmichael Family
He al th Cen ter) is 10 months past due ($7,788) for monthly
telec om services .

The above informat ion is intended solely for the use of the Center's
Board and management a n d should not be used by anyone else .

J./J64J,J
Certified Public Accoun tant

Management Representations
In c onnection wi t h the audit of the Center's 2013 and 2014 financial
statements, mana g e ment confirms, to the best of its knowledge and
bel ief, the f ollowing r epresentations made the auditor during the audit.
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1 . We (i.e. management) are responsible for the fair presentation in
the financial statements of financial position! results of
operations, and cash flows in conformity with generally accepted
accounting principles . We are also responsible for adopting sound
accounting policies and internal controls and for preventing and
detecting fraud.

2 . We have made available to you all :
~) Financ ial recor~s and relat ed data;

b) Minutes of the meetings of the Board and committees of the
Board, or summaries of actions of recent meetings for which
minutes have not yet been prepared .

3. There have been no :
a) Fraud (intentional misstatements or omissions of amounts or

disclosures in financial statements or misappropriation of
assets) involving management or employees who have significant
roles in the system of internal accounting control.

b) Fraud involving other employees that could have a material
effect on the financial statements.

c) Communications from regulatory agencies concerning
noncompliance with! or deficiencies in! financial reporting
practices that could have a material effect on the financial
statements.

4. There are no material transactions that have not been properly
recorded in the accounting records underlying the financial
statements, and there are no undisclosed assets or liabilities.

5. The following have been properly recorded or disclosed in the
financial statements:

a) Related party transactions and related amounts receivable or
payable , including sales, purchases , loans, transfers, leasing
arrangements, and guarantees .

b) Arrangements with financial institutions involving
compensating balances or other arrangements involving
restrictions on cash balances and line-of-credit or similar
arrangements.

c) Arrangements to repurchase assets previously sold.
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6. We have not adopted any pians nor do we have present intentions
that could materially affect the carrying value or classification
of assets or liabilities in the financial statements.

7. We have disclosed to you all pending or threatened litigation,
claims, or assessment that are required to be accrued or disclosed
in the financial statements in accordance with professional
standards, and any consultations with lawyers concerning such
litigation, claims, or assessments.

8. There are no estimates that may be subject to a material change in
the near term that have not been propcrIy df.sc l csed in t ha
financial statements. We understand that near term means the
period within one year of the date of the financial statements. In
addition, we have no knowledge of concentrations existing at the
date of the financial statements that make the company vulnerable
to the risk of severe impact that have not been properly disclosed
in the financial statements. We understand that concentrations
include individual or group concentrations of customers, suppliers,
lenders, products, services , sources of labor or materials,
licenses or other rights, or operating areas or markets . We
further understand that severe impact means a significant
financially disruptive effect on the normal functioning of the
company.

9. There are no :
a) Violations or possible violations of laws or regulations whose

effects are regarded as significant enough to be considered
for disclosure in the financial statements or as a basis for
recording a loss contingency.

b) Other liabilities or gain or loss contingencies that are
required to be accrued or disclosed by Statement of Financial
Accounting Standards No.5 .

c) Reservations or designations of net assets that were not
properly authorized and approved.

10. We have complied with all aspects of contractual agreements that
would have a material effect on the financial statements in the
event of noncompliance.

statement
any , are

to the

11. We believe the effects of the uncorrected financial
misstatements summar i zed in the attached echedul e , i f
immaterial, both individually and in the aggregate,
financial statements taken as a whole .

12. No events have occurred subsequent to the balance sheet date that
would require adjustment to, or disclosure in, the financial state
ments.
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13. with
a)

respect to federal financial assistance programs:
We have identified in the schedule of federal financial
assistance all assistance provided by federal agencies
in the form of grants, contracts, loans guarantees,
property , cooperative agreements, interest subsidies,
insurance, or direct appropriations .

b) We have identified the requirements governing political
activity, civil rights, cash management, federal
financial reports, allowable costs/cost principles,
drug -free work-place! and administrative requirements
over federal financial assistance.

c) We have identified the requirements governing types of
services allowed or not allowed ; eligibility ; matching!
level of effort! or earmarking; reporting; claims for
advances and reimbursements; and amounts claimed or used
for matching that are applicable to major federal
financial assistance programs, which are identified in
the schedule of findings and questioned costs .

d) We have complied with reporting requirements in
connection with federal f inancial assistance and
information presented in federal financial reports and
claims for advances and reimbursements is supported by
the accounting records from which the basic financial
statements were prepared .

e) We have identified and disclosed to you all amounts
questioned! as well as known violations of requirements
that, if not complied with, could have a material effect
on a major federal financial assistance program, and all
civil rights complaints filed against us or
investigations completed or in progress of which we are
aware .

14 . The Center is an exempt organization under Section 501(c)3 of the
Internal Revenue Code . Any activities of which we are aware that
would jeopardize this tax status, and all activities subject to tax
on unrelated business income or excise or other tax! have been
disclosed to you . All required filings with tax authorities are
up-to-date .

We acknowledge receipt of this letter and affirm the management
representations contained herein.

~~,
Signature
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