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INDEPENDENT AUDITOR'S REPORT



GUILMARTIN • DlPlRO - SOKOLOWSKI llc
CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT

The Board of Directors

Community Health Center, Inc.:

We have audited the accompanying consolidated balance sheets ofCommunity Health Center, Inc. (a nonprofit organization)and
affiliated entities, as of June 30, 2012 and 2011, and the related consolidated statements ofoperations and changes in net assets
and cash flows for the years then ended. These financial statements are the responsibility ofCommunity HealthCenter, Inc.'s
management. 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 ComptrollerGeneralof 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 of material misstatement. An audit includes examining, on a test basis, evidence
supporting theamountsanddisclosures inthefinancial statements. Anauditalsoincludesassessingtheaccounting principles used
andsignificantestimates made by management,as well as evaluating theoverall financial statementpresentation. Webelievethat
our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statementsreferred to above present fairly, inall material respects, the financial position
ofCommunityHealth Center, Inc., as ofJune 30,2012 and 2011, and the changes in its net assets and its cash flowsfor the years
then ended in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated December 31, 2012, on our
consideration ofCommunity Health Center, Inc.'s internal control over financial reporting and on our tests of their compliance
with certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that report is to
describe the scope ofour testing ofinternal control over financial reporting and compliance and the resultsofthat testingand not
to provide an opinion on internal control over financial reporting or on compliance. That report is an integral part ofan audit
performed in accordance with Government Auditing Standards and should be considered in assessing the resultsof ouraudits.

Our audits were conducted for the purpose of forming an opinion on the consolidated financial statements as a whole. The
accompanyingschedules ofexpenditures offederal awards and state financial assistance are presented for purposesof additional
analysis as requiredby U.S.OfficeofManagement; BudgetCircularA-133,AuditsofStates, LocalGovernments, andNon-Profit
Organizations, and the State of ConnecticutOffice of Policyand Management and are not a requiredpart of the consolidated
financial statements. Such information is the responsibility of management and was derived from and relates directly to the
underlyingaccounting and other recordsused toprepare theconsolidatedfinancial statements. The informationhasbeensubjected
to theauditingprocedures applied in the audit of theconsolidatedfinancialstatements andcertain additionalprocedures,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 schedule of
expenditures of federalawardsand statefinancial assistanceare fairlystated inallmaterialrespectsin relation to theconsolidated
financial statements as a whole.

jkUJL-«-+^f D.P.-o ^ £•«..(.•.-sfci LL<-
Middletown, Connecticut
December 31,2012

-L

505 MAIN STREET, MIDDLETOWN, CONNECTICUT 06457

TEL 860.347.5689 FA X 860.346.1 172 EMAlLOFFICE@GDSCPAS.COM
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COMMUNITY HEALTH CENTER, INC.

Consolidated Balance Sheets

June 30, 2012 and 2011

Assets

Current assets:

Cash and cash equivalents
Certificates ofdeposit
Restricted cash

Investments

Receivables:

Patient receivables:

Net of allowance for doubtful accounts of
$868,909 in 2012 and $552,340 in 2011

Grant and other receivables

Total receivables

Prepaid expenses

Total current assets

Property and equipment, net
Other assets

Total assets

Liabilities and Net Assets

Current liabilities:

Accounts payable
Accrued expenses
Deferred income

Current portion of long-term debt
Total current liabilities

Long-term debt, net of current portion
Total liabilities

Net assets:

Unrestricted

Total net assets

Total liabilities and net assets

2012

8,815,056
563,246

1,128,872

2,079,149

2011

9,812,707
561,666

6,339,039

2,064,853

3,772,594 3,139,015

1,543,381 860,022

5,315,975 3,999,037

502,732 532,242

18,405,030 23,309,544

43,846,310 27,819,649
391,925 391,925

$ 62,643,265 $ 51,521,118

$ 3,800,311 $ 1,007,831

5,868,670 4,171,592

846,439 420,904

482,770 803,652

10,998,190 6,403,979

9,319,766 10,121,058

20,317,956 16,525,037

42,325,309 34,996,081

42,325,309 34,996,081

S 62,643,265 $ 51,521,118

The accompanying notes are an integral part ofthese financial statements.
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COMMUNITY HEALTH CENTER, INC.

Consolidated Statements of Operations and Changes in Net Assets

For the years ended June 30,2012and 2011

2012 2011

Operations:
Revenues:

Patient fees

Grant income

State and federal bonding income
Donated vaccines

Meaningful use

Other income

Investment income and realized gains
Rental income

Total revenues 75,723,673 67,337,305

Expenditures:
Program services:

Medical costs 31,990,802 27,396,364
Dental costs 9,822,946 9,896,551
Mental health costs 5,337,558 3,989,647
School based services 3,238,763 2,701,215
Community based services 3,067,611 2,978,222

Total operating expenses 53,457,680 46,961,999
Management and general 14,936,765 11,382,509

Total expenditures 68,394,445 58,344,508

Operating revenues over expenses 7,329,228 8,992,797

Unrestricted net assets, beginning ofyear 34,996,081 —26,003,284

Unrestricted net assets, end ofyear $ 42,325,309 $ 34,996,081

55,107,578 $ 50,033,541

9,225,372 10,224,874

6,919,177 4,829,222

1,755,735 1,288,093

1,827,500 -

789,451 727,729

23,880 184,281

74,980 49,565

The accompanying notes are an integral part ofthese financial statements.
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COMMUNITY HEALTH CENTER, INC.

Consolidated Statements of Cash Flows

For the years ended June 30, 2012 and 2011

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation
Unrealized/realized loss (gain) on securities transactions
(Increase) in certificates ofdeposit
(Increase) decrease in patients receivable
(Increase) decrease in grants and other receivables
Decrease (increase) in prepaid assets
Increase(decrease) in accounts payable
Increase in other accrued liabilities

Increase in due to grantors

Total adjustments

Net cash provided by operating activities

Cash flows from investing activities:
Decrease (increase) in restricted cash
Purchase of securities, net
Plant and equipment purchases

Net cash (used) in investing activities

Cash flows from financing activities:
Repayment of long-term debt
Borrowings of long-term debt

Net cash (used) in provided by financingactivities

Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents, beginning ofyear

Cash and cash equivalents, end ofyear

2012 2011

$ 7,329,228 $ 8,992,797

2,631,738 2,547,274
21,117 (91,047)
(1,580) (1,921)

(633,579) 34,381
(683,359) 240,326

29,510 (333,006)
2,792,480 (295,537)
1,697,078 350,162

425,535 228,772

6,278,940 2,679,404

13,608,168 11,672,201

5,210,167 (6,264,107)
(35,414) (1,419,389)

(18,658,398) (8,942,882)

(13,483,645) (16,626,378)

(1,275,174) (775,388)
153,000 6,494,217

(1,122,174) 5,718,829

(997,651) 764,652
9,812,707 9,048,055

S 8,815,056 $ 9,812,707

The accompanying notes are an integral part of these financial statements.
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COMMUNITY HEALTH CENTER, INC.

Notes to Consolidated Financial Statements

June 30, 2012 and 2011

NOTE1

SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES

Nature of activities

Community Health Center, Inc. (CHCI) is a statewide
organization with primary care centers in Middletown, Old
Saybrook, Clinton, Meriden, New London, Groton, Stamford,
Norwalk, Danbury, Enfield, New Britain, Bristol and
Waterbury as well as over 200 service delivery locations in
schools, homeless and domestic violence shelters, and
community settings. CHCI is focused on special populations,
improving health outcomes, and building healthy communities
and does this through clinical excellence in the delivery of
primary care, research and innovation aimed at improving
primary care, and by training the next generation ofhealthcare
professionals. CHCI's core services are primary medical care,
dentistry/oral health and behavioral health services. As a
private, nonprofit organization with a consumer-majority
board ofdirectors, comprehensive primary care services and
a sliding fee schedule for uninsured patients, CHCI has earned
the designation of federally qualified health center, allowing
it to take advantage of such benefits as FTCA liability
insurance. CHCI goes beyond the traditional model of
primary care to bring care using innovative service delivery
models and state of the art technology.

CHCI's primary care model is built on "planned care" which
incorporates prevention and health promotion, treatment of
acute illness and management of chronic disease. It's
interdisciplinary teams provide both primary medical, dental
and behavioral health services to patients of all ages along
with limited specialty services. As part ofits mission to serve
special populations and build healthy communities, CHCI
sponsors programs such as its New Horizons Domestic
Violence shelter, Vinnie's Jump and Jive Dance Hall, the
Ryan White HIV program and a broad range of community
activities from fanners markets to obesity prevention. With
130,000 active patients, over 630 staff, and state of the art
facilities, CHCI is the health care home that works to keep
patients, and communities, healthy.

CHC Realty, Inc. (Realty) was formed with CHCI as its sole
member to develop, own, furnish and lease to CHCI property
and equipment.

CHCI Media, Inc. (Media) was formed with CHCI as its sole
member to promote public health and education.

Basis of presentation

Theaccompanying financial statements have beenprepared on
the accrual basis of accounting in accordance withgenerally
accepted accounting policies as accepted in the UnitedStates
(referredto as GAAP)and follow the format required by the
Audits ofProviders ofHealth Care Services issued by the
American Institute of Certified Public Accountants.

The consolidated financial statements include the financial

statementsofCommunityHealth Center,Inc. anditsaffiliated
entities, CHC Realty, Inc. and CHCI Media, Inc.

Change in presentation

Management reviews the format of the financial statements
annuallyand mayconsolidateor show separatelycertainitems
they feel make presentation complete.

Income tax status

CHCI has received exemption from federal income taxunder
Section 501(c)(3) of the Internal Revenue Code. CHCI has
alsobeenclassifiedas anentitythat isnotaprivatefoundation
within the meaning of Section 509(a) and qualifies for
deductible contributions as provided in Section
170(b)(l)(A)(vi). Realtyand Mediaarestill in theprocess of
obtaining their exempt status determination from the Internal
Revenue Service.

Management has reviewedthe Organizations' reporting and
believe they have not takentax positionsthatare morelikely
than not to be determined to be incorrect by the Internal
Revenue Service and therefore no adjustmentsor disclosures
are required.

Estimates

The preparation offinancial statementsrequires management
to make estimates and assumptions that affect the certain
reported amounts. Accordingly actual results could differ
from those estimates.

Restricted cash

In January2011, Realtyreceivedfinancing for thebuilding of
the new health center from its New Market Tax Credit

Financing. The funds were utilized exclusively for the
construction ofCHCI's Middletownclinical buildinglocated
at 675 Main Street.
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COMMUNITY HEALTH CENTER, INC.

Notes to Consolidated Financial Statements

June 30,2012 and 2011

Allowance for bad debts

CHCI includes receivables for only patient accounts less than
one year old. The allowance for bad debts is calculated on the
number ofdays outstanding based on the parties responsible
for payment.

Investments

Investments are stated at fair value. Unrealized gains and
losses are included in the accompanying statements of
activities and changes in net assets. Realized gains and losses
on investments sold are determined on the average cost basis.
Dividends and interest income are recorded on the accrual

basis.

Property and equipment

The Organizations follow the practice of capitalizing all
property and equipment with a cost exceeding $2,500.
Depreciation is computed using the straight-line method over
the estimated useful lives of the assets with a range in lives
from 3 to 30 years. There are no planned major maintenance
activities.

If a grant is completed or terminated, assets purchased with
grant funds must be returned to the funding agency, if
requested.

Net assets - unrestricted

AlloftheOrganizations' unrestrictednet assets are forgeneral
use by the corporation.

NOTE 2
CONCENTRATIONS

The Organizations maintain their cash balances with various
financial institutions. Such deposits at times have exceeded
federal depository limits; however, the Organizations believe
their cash deposits are not subject to significant credit risk.

A substantial portion ofthe Organizations' revenue is derived
from grant contracts. Because the grants are evidenced by
signed contracts with government and other agencies,
management believes there is nominal credit risk associated
with any outstanding grants receivable.

NOTE 3

REVENUES

Net patient service revenue

CHCI has agreements with third-party payers thatprovidefor
payments to CHCI at amounts different from its established
rates. Payment arrangements under these agreements include
prospectively determined rates per reimbursement costs,
discounted charges and per diem payments.

Net patient service revenue is reported at the estimated net
realizable amountsfrom patients, third partypayersandothers
for services rendered.

CHCI has agreements that provide payments as described
below.

Revenue from contracting agencies

CHCI participates as a provider of health care services to
several Managed Care Organizations (MCO's).
Reimbursement for covered services is based on tentative
payment rates. Provisions for estimated reimbursement
adjustments are reported in the financial statements in the
period that the services are rendered.

Revenue from the Medicare and Medicaid programs
accounted for approximately 62% and 64% of the
Organization's revenue for the fiscal years ended June 30,
2012 and 2011, respectively. Lawsand regulationsgoverning
these programs are extremely complex and subject to
interpretation. The Medicaid rates are based upon a
retrospective cost analysis submitted to the State of
Connecticut Department of Social Services. Medicare rates
are set based upon cost reports and adjusted for various
factors as defined in the contracts. Proposedadjustment to the
rates is subject to negotiations.

Grants and contracts

Grants and contracts are agreements in which the grantor or
contractor requires expenditures for the performance of
specified activities. The Organizations record theirgrant or
contract revenue equal to the expenditure of funds in
accordance with grant specification. Grant and contract
receipts in excess of allowable expenditures are recorded as
deferred revenue if the grant extends beyond the
Organizations' fiscal year and as due to grantor if thegrant
was completed within the fiscal year.
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COMMUNITY HEALTH CENTER, INC.

Notes to Consolidated Financial Statements

June 30,2012 and 2011

NOTE 4

INVESTMENTS

All investments are available for sale and transfer to support
Organizationrequirements (including Board designations) and
presented on the financial statements at fair market value.

Generallyaccepted accounting principles have determined that
short-term and long-term investments traded on the open
market (individual stocks, ETF's and mutual funds) are
determined by reference to quoted prices of identical
instruments generated by active market transactions and are
considered to be level 1 transactions.

U.S. stocks (or mutual funds
of stocks)

U.S. bonds (or mutual funds
of bonds)

International bonds (or
mutual funds of bonds)

International stocks (or
mutual funds of stocks)

NOTE 5

Quoted Prices on
Active Markets

2012 2011

$ 1,344,140 $1,052,310

486,194 660,346

86,365 177,237

162,450 174.960

$2,079,149 $2.064.853

PROPERTY AND EQUIPMENT

Components of propertyand equipmentare as follows:

Land and buildings
Leasehold improvements
Furniture and equipment
Capitalized leases
Construction in progress

Less: accumulated

depreciation and
amortization

Total

2012

38,960,945
5,068,569

14,454,362
126,273

1.016.414

59,626,563

(15.780.253)

$43.846.310

2011

21,189,025
2,290,197

10,177,416
126,273

7.185.252

40,968,163

(13.148.514)

$27.819.649

The financial statementsreflectdepreciation andamortization
expense at June 30, 2012 and 2011 of $2,631,738 and
$2,547,274, respectively.

NOTE 6
OTHER ASSETS

For fiscal year 2011, CHCI co-owned property at 623-625
Main Street, Middletown, Connecticut. CHCI followed the
pooling ofinterestmethodofaccountingfor theproperty. The
property was valued on the financial statements based on
CHCI's 42% co-ownership interest in the depreciated cost of
the building, including improvements,plus the net assetsofits
leasing operations. Cash distributions from the leasing
operation were included in miscellaneous income and the co-
ownership investment is included in other assets as
"investments in real estate."

For fiscal year 2012, they purchased the remaining 58%and
now they fully own the property at 623-625 Main Street,
Middletown, Connecticut.

In 2003, CHCI entered into an agreement with the Middlesex
Community Foundation to invest Health Center funds. For
2012 and 2011 this investment is included with other assets as
"investments held by others."

Investments as other assets and their carrying values are
summarized below:

Investments in real estate

Investments held by others
Nonlisted securities

Limited partnership

Total other investments

2012 2011

$ 16,463 $ 16,463
238,825 238,825

132,458 132,458
4.179 4.179

$391,925 $391.925

Assets measured at fair value on a recurring basis using
significant unobservable inputs are reported as level 3
investment transactions. The nonlisted securities and limited

partnership assets noted above are considered to be level 3.
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NOTE 7

COMMUNITY HEALTH CENTER, INC.

Notes to Consolidated Financial Statements

June 30, 2012 and 2011

DEBT OBLIGATIONS

Debt obligations at June 30, 2012 and 2011 consist of the
following:

Loan payable to New

Alliance Bank, with an

interest rate of 6.54%;

maturing in December 2031
and collateralized by the
leasehold improvements of

49 Day Street, Norwalk,
Connecticut. Loanwas paid
off in 2012.

Loan payable to Bank of
America, with an interest

rate of 7.036%; matured in
June 2012 and

collateralized by CHCI's

equipment.

Loan payable to Bank of

America, with an interest

rate of 2.74%; maturing in
October 2013 and

collateralized by CHCI's
business assets.

Note payable to Arnold
Taveli, with an interest rate

of 4.50%; maturing in
November 2015 and

collateralized by CHCI's
equipment.

Vehicle loans payable to
Daimler Chrysler, with

interest rates of 8.00% and

8.99%; matured in

September 2011.
Total

Less: current portion

New Market Tax Credit

Financing, Loan A, with an

interest rate of 7.383%,

due in 2041, secured by a
mortgage deed on the

building at 675 Main
Street, Middletown,

Connecticut.

New Market Tax Credit

Financing, Loan B, with an
interest rate of 1%, due in

2041 with an accelerated

repayment election at the

optionof the lender for 1%
of the original financing,
secured by a mortgage
deed on the building at 675
Main Street, Middletown,

Connecticut.

Note payable to Bank of
America, with an interest

rate of 2.91%; maturing in
December 2012 and

collateralized by CHCI's
accounts receivable and

equipment.

Mortgage payable to Bank
of America, with an

interest rate of 3.25% (see

below); maturing in

December 2014 and

collateralized by all
physical property owned
by CHCI.

2012 2011

$4,594,659 $4,594,659

1,899,558 1,899,558

71,216 265,615

2,811,913 2,957,135

2012

292,905

132,285

9,802,536
(482.770

2011

$ 465,010

229,816

507,236

5,681

10,924,710

(803.652)

$9.319.766 $10.121.058



COMMUNITY HEALTH CENTER, INC.

Notes to Consolidated Financial Statements

June 30, 2012 and 2011

Debt obligations, continued

In order to fix the variable rate on the note payable to Bank of
America, CHCI entered into an interest rate swap agreement

to convert this debt from a variable interest rate to a fixed

interest rate. CHCI does not issue or hold derivative contracts

for speculative purposes.

Aggregate maturities of long-term borrowings over the next
five years are as follows:

Year ended June 30: Amount

2013 $ 482,770

2014 275,187

2015 2,533,627

2016 16,735

2017 -

The terms of certain financing agreements contain, among

otherprovisions, requirements formaintaining definedlevels
ofworkingcapital,net worth, capital expenditures and various
financial ratios, including debt to equity.

CHCI is in default of a covenant at June 30, 2012.

Managementhas classified the debt as long-term debt in the
statements of financial position at June 30, 2012 as an
alternatecalculation for the covenant has been granted by the

bank.

Line of credit

As of June 30, 2012 and 2011, CHCI had an unused line of
credit for $3,000,000 with Bank of America.

Interest expense was $260,818 and $274,723 for the years
ended June 30, 2012 and 2011, respectively.

NOTES
LEASE OBLIGATIONS

Leased facilities

CHCI conducts some of its operations from leased facilities.
Lease commitments include leases which expire at various
dates throughNovember2021 aswell ascertain leases which
are on a month-to-month basis. In this and all other leases,

management expects that in the normal course of business

leases will be renewed or replaced by other leases. Inmost of
the leases, CHCI is required to pay certain annual operating
costs such as maintenance and insurance expenses. Various
leases contain restrictions as to the use of the properties and
subletting arrangements.

At June 30,2012 minium rental payments due under operating
leases for facilities consist of the following:

Year ended June 30: Amount

2013 $ 821,315

2014 870,602

2015 820,565

2016 572,158

2017 496,926

Thereafter 1,324,341

Total $4,905,907

Rent expense for the years ended June 30,2012 and 2011 was
$897,685 and $727,664, respectively.

CHCI maintains several leases for telephone systems, copiers
and fax machines. The copier and fax machine leases require
minimum monthly base payments with adjustments for excess
usage.

NOTE 9
CONTINGENCY

In fiscal year 2008, CHCI was awarded two grants in the
amount of $2,500,000 each from the Department of Public
Health to renovate both the New Britain and Meriden

locations. IfCHCI were to discontinue usage ofthe property
for its specified grant purpose, the grantwould be repayable
to the State ofConnecticut, less 10% for each year which has
elapsed.

NOTE 10
RELATED PARTY TRANSACTIONS

Co-ownership agreement

Effective September 30, 1988, CHCI entered into an
agreement to purchase and co-own 42% of the real property
located at 623-625 Main Street, Middletown, Connecticut.

The purchase price was $250,000 including $175,000 for the

-9-



COMMUNITY HEALTH CENTER, INC.

Notes to Consolidated Financial Statements

June 30, 2012 and 2011

Co-ownership agreement, continued

previous owner to renovate the building to CHCI's
specifications. For fiscalyear2011, CHCI leased theprevious
owner's 58% share ofthe property. For fiscal year 2012, they
purchased the remaining 58% and are now a 100% owner.

Rental of 635 Main Street, Middletown, Connecticut

CHCI leases the entire space at 635 Main Street, Middletown,
Connecticut from Hilda Associates, a partnership of which
CHCI holds a 41.5% interest. Management believes that
CHCI's lease agreement for space with Hilda Associates is
equivalent to an arms-length agreement between unrelated
parties.

NOTE 11
DEFINED CONTRD3UTION PLANS

CHCI maintains a 403(b) Defined Contribution Plan. CHCI's
Board ofDirectors determines, on an annual basis, the extent
to which it can contribute to the plan. Pension expense for
this plan was $1,063,673 and $995,048 for the years ended
June 30,2012 and 2011, respectively.

CHCI also maintains a 457(b) Nonqualified Retirement Plan.
CHCI's Board ofDirectors determines, on an annual basis, the
extent to which it can contribute to the plan. Pension expense
for this plan was $71,879 and $33,210 for the years ended
June 30, 2012 and 2011, respectively.

NOTE 12

SUBSEQUENT EVENTS

Management has evaluated subsequent events through
December31,2012, the date on which the financial statements
were available to be issued.

NOTE 13
LEGAL CONTINGENCIES

CHCI is subject to legal proceedings, claims and litigation.
While the outcome of these matters is currently not
determinable, management does not expect that the ultimate
costs to resolve these matters will have a material adverse
effect on CHCI's consolidated financial position, results of
operations or cash flows.

As a federally qualified health center, the Center maintains
malpractice insurance under the Federal Tort Claims Act
(FTCA). This coverage is applicable to the Center and their
officers, board members, employees and contractors who are
physicians, other licensees or certified health care
practitioners. The FTCA coverage is on a claims-made basis
policy without a monetary cap. As of June 30, 2012, one
knownmalpractice claimhas been assertedagainst theCenter
and it is management'sopinion that it willbe coveredby the
FTCA coverage.

-10-
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COMMUNITY HEALTH CENTER, INC.

Schedule of Expenditures of Federal Awards

For the year ended June 30, 2012

Federal Grantor

Pass-through Grantor
Program or Cluster Title

U.S. Department of Health & Human Services

Bureau ofPrimary Health Care:
Health Center Cluster

Affordable Care'Act - Capital Development
AREA - Health Information Technology Implementation
Healthy Tomorrows: Food Smart and Fit
Innovative Approaches in Women - LivingSmart/LivingFit

HIV/AIDS Bureau:

Early Intervention Services for HIV/AIDS Patients (A/K/A RWII)

Centers for Medicare and Medicaid Services:

Children's Health Insurance Program Reauthorization Act Outreach
and Enrollment Grant (CHIPRA)

SpecialProjectsof National Significance

Passed-through State of CT Department of Public Health:
Vaccines (non-cash assistance)
Breast and Cervical Cancer Screening, Wisewomen
Achieve - Comprehensive Cancer Control
Ryan White I - Oasis - AIDS Healthcare and Support HCCS
AIDS Prevention Education Services, Ryan White Part II

Passed-through State ofCT Department ofSocial Services:
Safeguarding SBG

Passed-throughConnecticutCoalitionAgainst DomesticViolence:
ARRA-Jag Shelter

Passed-through State ofCT Department of Health and Addiction Services:
Case Management

Passed-throughCity of Hartford:
Ryan White I, Part A

Passed-through National Associationof Health Centers:
Americorp

Passed-through Senior Resources Agency on Aging:
Dental Clinic

Dental Clinic

Subtotal

See notes to schedule.
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Federal Pass-through
CFDA Entity Identifying

Number Number

93.224 N/A

93.526 N/A

93.703 N/A

93.110 N/A

93.110 N/A

93.918 N/A

Expenditures

3,787,039
3,068,053

45,244
32,751

11,917

419,970

93.676 N/A 90,675

93.928 N/A 66,666

93.268 unknown 1,755,635
93.283 2010-0054 104,904
93.283 2012-0065 19,739
93.917 2011-0253 98,797
93.940 2009-0188 45,786

93.667 083CHC-SBG-28 41,304

16.803 O9RECJAG95CCADV01 55,255

93.150 05MHA2049AA 58,017

93.914 HHS2012-02D&39D 41,938

94.006 10EDHMD002 138,225

93.044 F-12-2;F-ll-2 29,974
93.043 F-12-2;F-ll-2 12,829

9,924,718



COMMUNITY HEALTH CENTER, INC.

Schedule of Expenditures of Federal Awards, Continued

For the year ended June 30, 2012

Federal Grantor

Pass-through Grantor
Program or Cluster Title

U.S. Department of Health & Human Services

Passed-through South Central CT Area Agency on Aging:
Mericares Senior Dental Program

Passed-through Southwestern CT Area Agency on Aging:
Dental Clinic

Norwalk Smiles

Passed-through North Central CT Area Agency on Aging:
Dental Services for the Elderly

Federal Department ofJustice

Passed-through the Connecticut CoalitionAgainst Domestic
Violence - Middletown:

Victim's Advocate

Adult Advocate

Child Advocate

Department of Housingand Urban Development

Passed-through City ofNew London, Connecticut:
Community Development Block Grant

Passed-through City of Stamford,Connecticut:
CommunityDevelopment Block Grant

Federal Pass-through
CFDA Entity Identifying

Number Number Expenditures

93.044 C-045-111N; C-045-10N $ 35,107

93.044 11-B-12-22; 12-B12-18 16,373
93.044 ll-B-12-16; I2-B12-13 16,373

93.044 4160 9,000

16.575 04800 34,872
16.575 04800 47,850
16.588 09RECVW99CHILDADV 11,948

14.218 221.6530-456-33.09 10,560

14.218 36-6 10,000

$ 10,116,801

See notes to schedule.
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COMMUNITY HEALTH CENTER, INC.

Notes to the Schedule of Expenditures of Federal Awards

For the year ended June 30,2012

NOTE 3

BASIS OF PRESENTATION

The accompanyingscheduleofexpendituresoffederal awards
includes the federal grant activity of Community Health
Center,Inc. underprograms ofthe Federal government for the
year ended June 30, 2012. The information in this schedule
is presented in accordance with the requirements of OMB
Circular A-133, Audits of States, Local Governments, and
Non-Profit Organizations. Because the schedule presents
onlya selectedportion ofthe operationsofCommunityHealth
Center, Inc., it is not intended to and does not present the
financial position, changes in net assets or cash flows of
Community Health Center, Inc.

NOTE 2
SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES

Expenditures reported on the schedule are reported on the
accrual basis ofaccounting. Such expenditures are recognized
following the cost principles contained in OMB CircularA-
122, Cost Principlesfor Non-Profit Organizations, wherein
certaintypesof expenditures are not allowableor are limited
as to reimbursement.

Pass-through entityidentifyingnumbersare presented where
available.

INSURANCE

The expenditures reported in the attached schedule of
expendituresoffederal awards includesexpensesincurredfor
fringe benefit type insurances, such as medical, dental and
worker's compensation for employees working on the
Federally funded grant programs, as specified in the grant
agreements and grant budgets approved by the funding
agency. Expenditures would also indirectly include general,
liability, property, crime and bond or officers' and directors'
insurance costs through the administrative allocation for each
grant.
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COMMUNITY HEALTH CENTER, INC.

Schedule of Expenditures of State Financial Assistance

For tbe year ended June 30, 2012

Grantor; Pass-Through Grantor; Program

Department ofPublic Health:
Bond Funds - Bristol

Bond Funds - New London

Uninsured - Preventive and Primary Care
School Based Health Clinics

Wise Women - Breast and Cervical Cancer

Wise Women - Screening
Achieve - Comprehensive Cancer Control
AIDS PreventionEducationServices, Ryan White Part II
AIDS Healthcare and Support HCCS
Wise Women - Income Tax Refund

Passed-through City of New Britain School District:
School Based Health Clinic - New Britain

Department of Social Services:

Bond Funds - Middletown

Transitional Living Program
Shelter Services Program

Passed-throughCommunity Health Center Association
of Connecticut:

Medicaid Outreach

Passed-through Children's Trust Fund Council:
Nurturing Families

Passed-through Senior Resources Agency on Aging

Department of Children & Families:
Outpatient Psychiatric Clinic forChildren
Intensive Family Preservation Services
Parent Education and Assessment Services (PEAS)
Foster Care Clinic

Passed-throughRushford:
Care Manager

Department of Mental Health and Addiction Services:
Case Management

Judicial Branch:

Passed-through ConnecticutCoalitionAgainst Domestic
Violence:

Victims Advocate

Office ofPolicy Management:

Passed-through Connecticut CoalitionAgainst Domestic

Violence:

Child Advocate

Total State Financial Assistance

State CORE - CT Number Expenditures

12052-DPH48500-42892 $ 1,000,000
12052-DPH4 8 500-42892 169,734
11000-DPH48500-16060 829,856

11000-DPH48500-17019 604,544

11000-DPH48500-12255 104,159
11000-DPH48500-30416 56,861
12060-DPH48500-30416 5,261
11000-DPH48500-12236 34,866

11000-DPH48500-12236 11,978
11000-DPH485OO-35147 2,674

11000-DPH48500-17019

13019-DSS60000^I242

11000-DSS6000-16149-10253

11000-DSS6000-16149-10254

11000-DSS-unknown

276,016

2,500,000
130,963
283,545

34,356

11000-CTF94000-I2042

11000-DSS6000-16123

212,900
944

11000-DCF91110-16024

11000-DCF91110-16111

11000-DCF91110-16092

11000-DCF91110-16008

221,509

95,032
92,188
68,289

11000-DCF91110-16141 55,506

11000-DMHAS-16053 50,084

11000-JUD95810-12047 13,583

11000-OPM12251-55050 2,987

$ 6,857,835

See notes to schedule.
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COMMUNITY HEALTH CENTER, INC.

Notes to the Schedule of Expenditures of State Financial Assistance

For the year ended June 30,2012

The accompanying schedule ofexpendituresofstate financial
assistance includes state grant activity ofCommunity Health
Center, Inc. under programs of the State of Connecticut for
the fiscal year ended June 30,2012. Various departments and
agencies of the State ofConnecticut have provided financial
assistance through grants and other authorizations in
accordance with the General Statutes of the State of
Connecticut. These financial assistance programs fund
several programs including medical, dental, behavioral
health, school based and community services programs.

NOTE1
SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES

The accounting policies of Community Health Center, Inc.
conform to accounting principles generally accepted in the
United States of America as applicable to not-for-profit
agencies.

The information in the schedule of expenditures of state
financial assistance is presented based upon regulations
establishedby the State ofConnecticut, Office ofPolicy and
Management.

Basis of accounting

The expenditures reported on the scheduleofexpendituresof
state financial assistance are reported on the modifiedaccrual
basis of accounting. In accordance with Section 4-236-22 of
the Regulations to the State Single Audit Act, certain grants
are not dependenton expenditureactivity,andaccordingly,are
consideredto be expended in the fiscalyearof receipt. These
grant program receipts are reflected in the expenditures
column of the schedule of expenditures of state financial
assistance.
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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENTAUDITING STANDARDS

The Board of Directors

Community Health Center, Inc.:

Wehave audited the consolidatedfinancial statementsofCommunityHealth Center, Inc. (a nonprofitorganization)and affiliated
entities as ofand for the year ended June 30,2012, and have issued our report thereon dated December 31,2012. We conducted
our audit in accordance withauditing standards generally accepted in the United States ofAmerica and thestandardsapplicable
to financial audits contained in Government AuditingStandards, issued by the Comptroller General of the United States.

Internal Control over Financial Reporting
Management of Community Health Center, Inc. is responsible for establishing and maintaining effective internal control over
financial reporting. In planning and performing our audit, we considered Community Health Center, Inc.'s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose ofexpressing our opinion on the consolidated
financial statements, but not for the purpose of expressing an opinion on the effectiveness ofCommunityHealthCenter, Inc.'s
internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the Organizations'
internal control over financial reporting.

Adeficiency in internal controlexists when the design or operation ofa control does not allow managementor employees, in the
normalcourseofperformingtheir assignedfunctions, toprevent, or detect andcorrect misstatementson a timelybasis. Amaterial
weakness is a deficiency, or a combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement ofthe entities' financial statements will not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the first paragraphof this
section and was not designed to identify all deficiencies in internal control over financial reporting that might be deficiencies,
significant deficiencies, or materialweaknesses. Wedid not identifyanydeficiencies in internalcontroloverfinancial reporting
that we consider to be material weaknesses, as defined above.

Compliance and Other Matters

As part ofobtaining reasonable assurance about whetherCommunity Health Center, Inc.'s consolidated financialstatements are
free ofmaterial misstatement, we performed tests oftheir compliance with certain provisions oflaws, regulations, contracts, and
grant agreements, noncompliance with which could have a direct and material effect on the determinationoffinancial statement
amounts. However, providing an opinion on compliance with those provisions was not an objective ofour 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.

We noted certain matters that we reported to management ofCommunity Health Center, Inc. in a separate letter dated December
31,2012.

Thisreportis intendedsolelyforthe informationanduseof management, theauditcommittee, otherswithin theentities,theBoard
ofDirectors, federal awarding agencies and state awarding agencies and is not intended to be and should not be used by anyone
other than these specified parties.

jZfuM^f^ ,§A-» <~SoK.o^o^sk: LLC
Middletown, Connecticut
December 31,2012
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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS THAT
COULD HAVE A DHIECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON

INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CmCULAR A-133

The Board of Directors

Community Health Center, Inc.:

Compliance

We haveaudited Community Health Center, Inc. andaffiliated entities' compliance with the typesof compliance requirements
described intheOMB CircularA-133 ComplianceSupplement thatcouldhaveadirectandmaterial effectoneachofCommunity
HealthCenter, Inc.'s majorfederal programs for theyearendedJune30,2012. Community Health Center, Inc.'s major federal
programsareidentified in thesummaryof auditor's resultssectionof theaccompanying scheduleof findings andquestionedcosts.
Compliance withtherequirements of laws, regulations, contracts, andgrantsapplicable to eachof its major federal programs is
theresponsibility of Community HealthCenter, Inc.'s management. Our responsibility is to express an opinion on Community
Health Center, Inc.'s compliance based on our audit.

Weconducted ourauditof compliance inaccordancewithauditingstandardsgenerallyacceptedin theUnitedStatesof America;
the standards applicable to financial audits contained in Government Auditing Standards, issued by the ComptrollerGeneralof
the United States; and OMB Circular A-133, Audits ofStates, Local Governments, and Non-Profit Organizations. Those
standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with thetypes ofcompliance requirements referred toabovethat could haveadirectandmaterial effect onamajor
federal program occurred. An audit includes examining, on a test basis, evidence about Community Health Center, Inc.'s
compliancewith those requirementsand performing such other procedures as we considered necessary in thecircumstances. We
believethatourauditprovidesa reasonablebasisforour opinion. Ourauditdoesnotprovidea legaldetermination ofCommunity
Health Center, Inc.'s compliance with those requirements.

In our opinion, CommunityHealth Center, Inc. complied, in all material respects, with the compliance requirementsreferred to
above that could have a direct and material effect on each of their major federal programs for the year ended June 30,2012.

Internal Control Over Compliance

Management of Community Health Center, Inc. is responsible for establishing and maintaining effective internal control over
compliance with the requirements of laws, regulations, contracts, and grants applicable to federal programs. In planning and
performing ouraudit,weconsidered Community HealthCenter,Inc.'s internalcontrolovercompliance withtherequirements that
could have a direct and material effect on a major federal program to determine the auditing procedures for the purpose of
expressing our opinion on compliance and to test and report on internal control over compliance in accordance with OMB Circular
A-133, butnot for thepurpose of expressing anopinionon the effectiveness of internal control overcompliance. Accordingly,
we do not expressan opinionon the effectiveness of Community Health Center, Inc.'s internalcontrolover compliance.

A deficiencyin internalcontrol over compliance exists when the design or operation ofa control over compliance does notallow
management or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
noncompliance with a type ofcompliance requirement ofa federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or combination ofdeficiencies, 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.
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Our consideration ofinternal control over compliance was for the limited purposedescribedin the firstparagraphofthis section
and was not designed to identify all deficiencies in internal control over compliance that might be deficiencies, significant
deficiencies, or material weaknesses. We did not identify any deficiencies in internal control over compliancethat we consider
to be material weaknesses, as defined above.

This report is intended solely for the information and use ofmanagement, the audit committee, others within the entities, the Board
ofTrustees, federal awardingagencies,and pass-through entities and is not intended to be and shouldnot be usedby anyoneother
than these specified parties.

Middletown, Connecticut
December 31,2012
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COMMUNITY HEALTH CENTER, INC.

Schedule of Findings and Questioned Costs

For the year ended June 30,2012

SECTION I - SUMMARY OF AUDITOR'S RESULTS

Financial Statements

Type ofauditor's report issued:

Internal control over financial reporting:
• Material weakness(es) identified?
• Significant deficiency(ies) identified?
Noncompliance material to financial statementsnoted?

Federal Awards

Internal control over major programs:
• Material weakness(es) identified?
• Significant deficiency(ies) identified?

Typeof auditor's report issuedon compliance formajorprograms:

Any audit findings disclosed thatarerequired to be reported
in accordance with Section 510(a) ofCircular A-133?

Unqualified

Yes

Yes

x No

x None reported
Yes x No

Yes x No

Yes x None reported

Unqualified

Yes x No

Identification ofmajor programs:

CFDA Number

93.526

93.918

93.268

Name of Federal Program or Cluster

U.S. Department of Health & Human Services:

Health Resources and Service Administration:

Affordable Care Act - Capital Development
EarlyIntervention Services for HIV/AIDS Patients (A/KM.RWII)
Vaccines (non-cash assistance)

Dollar threshold used to distinguish between type A and type B programs: $303,504

Auditeequalified as low-risk auditee? Yes

SECTION II - FINANCIAL STATEMENT FINDINGS

None.

SECTION HI - FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS

None.

-19-

x No



STATE SUPPLEMENTARY REPORTS



f7\
GUILMART1N - DlPlRO - SOKOLOWSKI uc

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS THAT
COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON

INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH THE STATE SINGLE AUDIT ACT

The Board of Directors

Community Health Center, Inc.:

Compliance

We have auditedCommunity HealthCenter, Inc. and affiliatedentities' compliancewith the typesof compliance requirements
described in the OfficeofPolicy and Management Compliance Supplement that could have a direct and materialeffecton each
of Community Health Center, Inc.'s major state programs for the year ended June 30, 2012. The major state programs are
identified in thesummaryof auditor's resultssectionof theaccompanying scheduleoffindingsandquestioned costs. Compliance
with the requirements of laws, regulations, contracts, and grants applicable to each of their major state programs is the
responsibilityofCommunityHealthCenter,Inc.'s management. Ourresponsibilityis to expressanopiniononCommunityHealth
Center, Inc.'s compliance based on our audit.

We conducted our audit ofcompliance in accordance with auditing standards generally accepted in the United States ofAmerica;
the standardsapplicableto financial audits containedin Government Auditing Standards, issuedby the Comptroller General of
theUnitedStates;and the State SingleAudit Act (C.G.S. Sections4-230 to 4-236). Those standards and the StateSingle Audit
Act require that we plan and perform the audit to obtain reasonable assurance about whether noncompliancewith the types of
compliance requirements referred to above that could have a direct and material effect on a majorstateprogram occurred. An
audit includes examining,on a test basis, evidence about Community Health Center, Inc.'s compliancewith 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. Our audit does not provide a legal determination of Community Health Center, Inc.'s
compliance with those requirements.

In our opinion, CommunityHealth Center, Inc. complied, in all material respects, with the compliancerequirementsreferred to
above that could have a direct and material effect on each of their major state programs for the year ended June 30, 2012.

Internal Control Over Compliance

Management ofCommunityHealth Center, Inc. is responsible for establishing and maintaining effective internal control over
compliancewithrequirements of laws,regulations, contracts,andgrantsapplicableto stateprograms. Inplanning andpeiforrning
our audit, we considered Community Health Center, Inc.'s internal control over compliance with the requirements that could have
a direct and material effect on a major state program to determine the auditing procedures for the purpose of expressingour
opinion on compliance and to test and report on internal control over compliance in accordance with the State Single AuditAct,
but not for the purpose of expressingan opinionon the effectiveness of internal control over compliance. Accordingly, we do
not expressan opinionon the effectiveness ofCommunity Health Center, Inc.'s interna] control over compliance.

A deficiency in internalcontrolovercompliance existswhenthe designor operationofa control overcompliance doesnotallow
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 state program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or combination ofdeficiencies, in internal control over compliance, such that there is a
reasonablepossibility thatmaterialnoncompliance witha type ofcompliancerequirementofastateprogramwillnotbe prevented,
or detected and corrected, on a timely basis.
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Ourconsideration ofinternal control overcompliance wasfor the limited purpose described in the first paragraph ofthissection
and was not designed to identify all deficiencies in internal control over compliance that might be deficiencies, significant
deficiencies or materialweaknesses. We did not identify any deficiencies in internalcontrol over compliancethat we consider
to be material weaknesses, as defined above.

Schedule ofExpenditures ofState Financial Assistance

We have audited the consolidated financial statements ofCommunity Health Center, Inc. as ofand for the yearended June 30,
2012, andhave issuedourreportthereondated December31,2012, which containedanunqualifiedopiniononthose consolidated
financial statements. Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements as
awhole. The accompanying schedule of expenditures ofstatefinancial assistance is presented forpurposes ofadditional analysis
as required by the State Single Audit Act and is not a required part of the consolidated financial statements. Such information
is the responsibilityofmanagementand wasderived from and relates directly to the underlyingaccountingandother recordsused
to prepare the consolidated financial statements. The informationhas been subjectedto the auditing procedures applied in the
audit of the consolidated financial statements and certain additional procedures, including comparing and reconciling such
informationdirectlyto thestatementsthemselves,and otheradditionalproceduresinaccordance withauditingstandardsgenerally
accepted in theUnited StatesofAmerica. In our opinion, the schedule ofexpenditures ofstate financial assistance is fairly stated
in all material respects in relation to the consolidated financial statements as a whole.

This report is intended solely for the information and use ofmanagement, the Board ofDirectors,otherswithin the entities, the
Office ofPolicy and Management, and state awarding agencies and pass-through entities and is not intended to be and should not
be used by anyone other than these specified parties.

Middletown, Connecticut
December 31,2012
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COMMUNITY HEALTH CENTER, INC,

Schedule of Findings and Questioned Costs

For the year ended June 30,2012

1. SUMMARY OF AUDITOR'S RESULTS

Financial Statements

Type ofauditor's report issued:

Internal control over financial reporting:
• Material weakness(es) identified?
• Significant deficiency(ies) identified?
Noncompliance material to financial statements noted?

State Financial Assistance

Internal control over major programs:
• Material weakness(es) identified?
• Significant deficiency(ies) identified?

Type ofauditor's report issued on compliance for major programs:

Any audit findings disclosed that are required to be
reported in accordance with Section 4-236-24 of the
Regulations to the State Single Audit Act?

The following schedule reflects the major programs included in the audit:

Unqualified

State Grantor and Program

Department of Public Health:
Bond Funds - Bristol

Department ofSocial Services:
Bond Funds - Middletown

Yes

Yes

Yes

Yes

Yes

Unqualified

State CORE - CT

Number

Yes

12052-DPH48500-42892

13019-DSS60000-41242

Dollar threshold used to distinguish between type A and type B programs: $200,000

2. FINANCIAL STATEMENT FINDINGS

None.

3. STATE FINANCIAL ASSISTANCE FINDINGS AND QUESTIONED COSTS

No findings or questionedcosts are reported relating to State FinancialAssistance Programs.

-22-

_x No
jc None reported
x No

x No

.x None reported

x No

Expenditures

$1,000,000

2,500,000


