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Postlethwaite & Netterville

A Professional Accounting Corporation

INDEPENDENT AUDITORS’ REPORT

The Board of Directors
Marillac Community Health Centers
New Orleans, Louisiana

Report on the Financial Statements

We have audited the accompanying financial statements of Marillac Community Health Centers (a
nonprofit organization) (MCHC), which comprise the statements of financial position as of June 30, 2021
and 2020, the related statements of activities and changes in net assets, functional expenses, and cash
flows for the years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

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

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

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

In our opinion, the financial statements referred to on the previous page present fairly, in all material
respects, the financial position of Marillac Community Health Centers as of June 30, 2021 and 2020, and
the changes in its net assets and its cash flows for the years then ended, in accordance with accounting
principles generally accepted in the United States of America.

Other Matters

Our audits were made for the purpose of forming an opinion on the financial statements taken as a whole.
The supplementary information on page 18 is presented for purposes of additional analysis and is not a
required part of the financial statements. Such information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to prepare the
financial statements. The information has been subjected to the auditing procedures applied in the audit of
the financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the information is
fairly stated, in all material respects, in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 9,
2021 on our consideration of the MCHC’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grants agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of MCHC’s internal control over financial reporting or compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering
MCHC’s internal control over financial reporting and compliance.

Tostuthwadke ¥ Notlgmitle

Metairie, Louisiana
November 9, 2021



MARILLAC COMMUNITY HEALTH CENTERS
STATEMENTS OF FINANCIAL POSITION

JUNE 30,2021 AND 2020
ASSETS
2021 2020
CURRENT ASSETS
Cash $ 7,127,559 3,686,003
Patient receivables 1,631,271 1,497,731
Grant receivable 741,268 793,505
Other receivable 71,188 55,584
Inventory 340,405 322911
Prepaid expenses 119,400 79,466
Other current assets 11,000 11,000
Total current assets 10,042,091 6,446,200
NON-CURRENT ASSETS
Property, equipment, and improvements, net 993,850 1,181,933
TOTAL ASSETS $ 11,035,941 7,628,133
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Due to affiliate $ 1,821,736 1,648,201
Accounts payable and accrued expenses 869,829 762,827
Accrued salaries and payroll taxes 6,071 5,275
Unearned revenue 100,000 58,849
Total current liabilities 2,797,636 2,475,152
NET ASSETS
Without donor restriction 8,200,872 4,742,442
With donor restriction 37,433 410,539
TOTAL NET ASSETS 8,238,305 5,152,981
TOTAL LIABILITIES AND NET ASSETS $ 11,035,941 7,628,133

The accompanying notes are an integral part of these financial statements.




MARILLAC COMMUNITY HEALTH CENTERS
STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS
YEARS ENDED JUNE 30, 2021 AND 2020

2021 2020
REVENUES AND SUPPORT WITHOUT DONOR RESTRICTION
Patient service fees $ 23,630,322 $ 21,113,353
Other revenues 2,864,551 2,591,393
Federal grants 6,953,022 5,507,204
Contributions from affiliate 153,166 111,467
Net assets released from restriction 827,930 1,032,653
TOTAL REVENUES AND SUPPORT
WITHOUT DONOR RESTRICTION 34,428,991 30,356,070
OPERATING EXPENSES
Health care services 26,857,528 25,224,608
Management and general 4,113,033 4,048,998
TOTAL OPERATING EXPENSES 30,970,561 29,273,606
CHANGE IN NET ASSETS WITHOUT DONOR RESTRICTION 3,458,430 1,082,464
REVENUES AND SUPPORT WITH DONOR RESTRICTION
Operating grants 454,824 929,500
Net assets released from restriction (827,930) (1,032,653)
CHANGE IN NET ASSETS WITH DONOR RESTRICTION (373,106) (103,153)
CHANGE IN NET ASSETS 3,085,324 979,311
NET ASSETS
Beginning of year 5,152,981 4,173,670
End of year $ 8,238,305 $ 5,152,981

The accompanying notes are an integral part of these financial statements.



Salaries and wages
Professional fees

Supplies and equipment
Purchased services

Employee benefits

Rent

Depreciation

Insurance

Utilities

Consumer awareness

Security

Office expenses

Travel, meetings, and conferences
Janitorial services
Miscellaneous

Bank charges

Repairs and maintenance
Impairment loss on equipment
Vehicle maintenance

TOTAL EXPENSES

MARILLAC COMMUNITY HEALTH CENTERS
STATEMENTS OF FUNCTIONAL EXPENSES

YEARS ENDED JUNE 30, 2021 AND 2020

2021 2020
Health Care Management Health Care Management
Services and General Totals Services and General Totals
$ 13,757,603 $ 1,777,519 $ 15,535,122 $ 12,041,661 1,752,908 $ 13,794,569
3,420,224 361,570 3,781,794 4,242,012 429,872 4,671,884
3,164,514 107,124 3,271,638 2,971,954 64,473 3,036,427
1,594,046 1,187,728 2,781,774 1,595,485 1,103,991 2,699,476
2,328,478 285,806 2,614,284 2,036,908 345,812 2,382,720
1,062,839 - 1,062,839 1,063,513 - 1,063,513
231,460 - 231,460 190,654 - 190,654
266,366 76,829 343,195 281,923 73,931 355,854
421,196 - 421,196 341,610 - 341,610
10,632 202,145 212,777 7,295 140,980 148,275
233,575 - 233,575 215,994 - 215,994
100,262 44,472 144,734 56,635 37,183 93,818
27,628 12,969 40,597 48,275 26,315 74,590
191,090 - 191,090 73,662 - 73,662
6,981 430 7,411 - 7,688 7,688
- 56,441 56,441 - 45,845 45,845
35,351 - 35,351 50,193 - 50,193
- - - - 20,000 20,000
5,283 - 5,283 6,834 - 6,834
$ 26,857,528 $ 4,113,033 $ 30,970,561 $ 25,224,608 4,048,998 $ 29,273,606

The accompanying notes are an integral part of these financial statements.




MARILLAC COMMUNITY HEALTH CENTERS

STATEMENTS OF CASH FLOWS

YEARS ENDED JUNE 30, 2021 AND 2020

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets
Adjustments to reconcile change in net assets to
net cash provided by (used in) operating activities:
Depreciation
Impairment loss on equipment
Changes in assets and liabilities:
(Increase) decrease in operating assets:
Patient receivables
Grant receivable
Other receivable
Inventory
Prepaid expenses
Increase (decrease) in operating liabilities:
Due to affiliate
Accounts payable and accrued expenses
Accrued salaries and payroll taxes
Unearned revenue

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Property, equipment, and improvements purchases

Net cash used in investing activities

NET CHANGE IN CASH

CASH
Beginning of year

End of year

The accompanying notes are an integral part of these financial statements.

2021 2020
$ 3,085,324 $ 979,311
231,460 190,654
- 20,000
(133,540) (36,986)
52,237 (525,349)
(15,604) 27,074
(17,494) (31,209)
(39,934) (6,726)
173,535 125,019
107,002 379,840
796 1,718
41,151 58,849
3,484,933 1,182,195
(43,377) (481,113)
(43,377) (481,113)
3,441,556 701,082
3,686,003 2,984,921
$ 7,127,559 $ 3,686,003




MARILLAC COMMUNITY HEALTH CENTERS
NOTES TO FINANCIAL STATEMENTS

Organization and Summary of Significant Accounting Policies

Description of Business and Basis of Presentation

Marillac Community Health Centers (MCHC) (the Organization) provides health care services,
counseling, and educational assistance to men, women, and children in the New Orleans area. MCHC
began providing services effective March 1, 2012.

Organization and Income Taxes

The Organization is a nonprofit corporation organized under the laws of the State of Louisiana in 2010. It
is exempt from Federal income tax under Section 501(c)(3) of the Internal Revenue Code, and qualifies as
an organization that is not a private foundation as defined in Section 509(a) of the Code. It is also exempt
from Louisiana income tax under the authority of R.S.47:121(5).

The Organization applies a “more-likely-than-not” recognition threshold for all tax uncertainties. This
approach only allows the recognition of those tax benefits or liabilities that have a greater than 50%
likelihood of being sustained upon examination by the taxing authorities. The Organization has reviewed
its tax positions and determined there were no outstanding, or retroactive tax positions with more than a
50% likelihood of being sustained upon examination by the taxing authorities.

Basis of Accounting

The accompanying financial statements are prepared on the accrual basis of accounting in accordance
with accounting principles generally accepted in the United States of America (U.S. GAAP).
Accordingly, revenues are recognized when earned and expenses are recorded when incurred.
Contributions are recognized when received or unconditionally promised. In-kind donations are
recognized at their fair market value when received.

Financial Statement Presentation

The financial statements of the Organization have been prepared in accordance with U.S. GAAP, which
require the Organization to report information regarding its financial position and activities according to
the following net asset classifications:

o Net assets without donor restrictions — Net assets that are not subject to donor-imposed
restrictions and may be expended for any purpose in performing the primary objectives of the
Organization. These net assets may be used at the discretion of the Organization’s management
and the board of directors.

e Net assets with donor restrictions — Net assets subject to stipulations imposed by donors and
grantors. Some donor restrictions are temporary in nature; those restrictions will be met by
actions of the Organization or by the passage of time. Other donor restrictions are perpetual in
nature, whereby the donor has stipulated the funds be maintained in perpetuity. Restrictions
temporary in nature are described in Note 10. The Organization had no restrictions that were
perpetual in nature as of June 30, 2021 and 2020.



MARILLAC COMMUNITY HEALTH CENTERS
NOTES TO FINANCIAL STATEMENTS

Organization and Summary of Significant Accounting Policies (continued)

Use of Estimates

The preparation of the financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates. Significant items subject to such estimates and
assumptions include the useful lives and valuation of fixed assets and the valuation of receivables. The
current economic environment has increased the degree of uncertainty inherent in those estimates and
assumptions.

Grants, Contributions, and Revenue Recognition

The Organization recognizes contributions when cash, securities or other assets, an unconditional promise
to give, or a notification of beneficial interest is received. Conditional promises to give, that is those with
a measurable performance or other barrier, and a right of return, are not recognized until the conditions on
which they depend have been substantially met.

The Organization also receives support in the form of grants, which are conditioned upon certain
performance requirements and/or the incurrence of allowable qualifying expenses. Amounts received are
recognized as revenue when the Organization has incurred expenditures in compliance with specific
contract or grant provisions. Amounts received prior to incurring qualifying expenditures are reported as
refundable advances in the Statements of Financial Position. No amounts were reported as refundable
advances at June 30, 2021 or 2020. As of June 30, 2021, the Organization has been awarded cost —
reimbursable grants of approximately $12.7 million which are conditioned upon certain performance
requirements and/or the incurrence of allowable qualifying expenses. Of this amount, the conditional
grant commitments that are not recognized in the June 30, 2021 financial statements consisted of
conditional cost-reimbursement grants awarded by government agencies of approximately $12.4 million.

Grants and contributions are recorded as revenue depending on the existence or nature of any donor
restrictions. Support that is restricted by a donor is reported as an increase in net assets with donor
restrictions. When a restriction expires (that is, when a stipulated time restriction ends or a purpose
restriction is accomplished), net assets with donor restrictions are reclassified to net assets without donor
restrictions and reported in the Statements of Activities and Changes in Net Assets as net assets released
from restrictions.

Patient Service Fees and Revenue Recognition

Patient service fees represent the estimated net realizable amounts from patients, third party payors, and
others for services rendered. Revenues are recorded during the period the health care services are
provided, based upon the estimated amounts due from payors. Estimates of contractual allowances
(explicit price concessions) under commercial health plans are based upon the payment terms specified in
the related contractual agreements. Revenues from pharmacy sales are recorded at the time products are
sold and are included in patient service fees. The Organization extends credit to patients, as well as to
third-party intermediaries responsible for medical services provided to patients. The Organization
provides discounts from gross charges to uninsured patients who do not qualify for Medicaid. The
balance in patient accounts receivable is presented net of contractual adjustments (explicit price
concessions) and an estimated provision for doubtful accounts (implicit price concessions).



MARILLAC COMMUNITY HEALTH CENTERS
NOTES TO FINANCIAL STATEMENTS

Organization and Summary of Significant Accounting Policies (continued)

Patient Service Fees and Revenue Recognition (continued)

Patients are expected to pay for services rendered at the time of the clinic visits. If a patient is unable to
pay at the time of service, a receivable is recorded. Patients are sent a billing statement within a month
following the date of visit and every month thereafter. Receivables are recorded at estimated net
realizable value. Accounts are written off when all reasonable internal and external collection efforts
have been performed or when the accounts reach approximately 365 days old. The allowance for
uncollectible accounts was approximately $5,382,000 and $2,897,000 as of June 30, 2021 and 2020,
respectively. The Organization has not changed its charity care or uninsured discount policies during
fiscal years 2021 or 2020.

The allowance for doubtful accounts is based upon management of the Organization’s review of aging of
outstanding receivables, historical collection information, and existing economic conditions. Patient
accounts receivable are due in full when billed. Interest is not charged on past due accounts. The
Organization determines its estimate of implicit price concessions based on its historical collection
experience with each financial class of patients using a portfolio approach as a practical expedient to
account for patient contracts as collective groups rather than individually. The financial statement effects
of using this practical expedient are not materially different from an individual contract approach.

Performance obligations are determined based on the nature of the services provided by the Organization.
Revenue for performance obligations satisfied over time is recognized based on actual charges incurred in
relation to total expected (or actual) charges. The Organization believes that this method provides a
faithful depiction of the transfer of services over the term of the performance obligation based on the
inputs needed to satisfy the obligation. Performance obligations satisfied over time relate to patients
receiving services in the Organization’s outpatient clinics. The Organization measures the performance
obligation from the commencement of an outpatient service to the point when it is no longer required to
provide services to that patient, which is generally at the time of completion of the outpatient services and
over a period of less than one day. Revenue for performance obligations satisfied at a point in time is
generally recognized when goods are provided to patients in the Organization’s pharmacy and the
Organization is not required to provide additional goods or services related to that sale. Approximately
66% of the Organization’s patient service fees is revenue whose performance obligations are met over
time, and 34% is revenue whose performance obligations are satisfied at a point in time. The Organization
does not have performance obligations that are unsatisfied or partially unsatisfied at June 30, 2021 or
2020.

The Organization has elected the practical expedient allowed under FASB ASC 606-10-32-18 and does
not adjust the promised amount of consideration from patients and third party payors for the effects of a
significant financing component due to the Organization’s expectation that the period between the time
the service is provided to a patient and the time that the patient or a third party payor pays for that service
will be one year or less.

The Organization does not pursue collection of amounts related to patients who meet guidelines to qualify
as charity care. The federal poverty level is established by the federal government and is based on income
and family size. The Organization provides discounts from gross charges to uninsured patients who do
not qualify for Medicaid or charity care. These discounts are similar to those provided to many local
commercial plans. After the discounts are applied, the Organization is still unable to collect a significant
portion of uninsured patients’ accounts, and records significant provisions for doubtful accounts (based
upon historical collection experience) related to uninsured patients in the period the services are provided.

-9.



MARILLAC COMMUNITY HEALTH CENTERS
NOTES TO FINANCIAL STATEMENTS

Organization and Summary of Significant Accounting Policies (continued)

Patient Service Fees and Revenue Recognition (continued)

Laws and regulations governing the Medicare and Medicaid programs are complex and subject to
interpretation. The estimated reimbursement amounts are made on a payor-specific basis and are recorded
based on the best information available regarding management’s interpretation of the applicable laws,
regulations and contract terms. Management continually reviews the contractual estimation process to
consider and incorporate updates to laws and regulations and the frequent changes in commercial
contractual terms resulting from contract renegotiations and renewals. Due to the complexities involved
in the classification and documentation of health care services authorized and provided, the estimation of
revenues earned and the related reimbursement are often subject to interpretations that could result in
payments that are different from the Organization’s estimates.

340B Program Revenue

The Organization participates in the 340B Drug Pricing Program (340B Program) administered by the
Office of Pharmacy Affairs of the Health Resources and Services Administration (HRSA). The
Organization contracts with local retail pharmacies under the program, which results in additional
revenues and discounts on outpatient prescriptions for the Organization’s patients. Revenue and
expenditures related to this program are recorded once the prescription drugs are transferred to the patient.
Laws and regulations surrounding the 340B drug program are complex and are subject to interpretation
and change.

Cash
The Organization considers cash to be all cash deposits in local financial institutions.

Inventory

Inventory includes freight-in and materials and are stated at the lower of cost (on a first-in, first-out basis)
or net realizable value. Inventory includes vaccines and medical supplies. Provision is made for slow-
moving, obsolete or unusable inventory.

Property, Equipment, and Improvements

Property, equipment, and leasehold improvements are recorded at cost. Depreciation is provided over the
estimated useful life of each class of depreciable assets and is computed using the straight-line method.
Donated property is recorded at its fair market value at the date of donation.

Impairment of long-lived assets is tested whenever events or changes in circumstances indicate that their
carrying amount may not be recoverable. The carrying value of a long-lived asset is considered impaired
when the anticipated undiscounted cash flow from such asset is separately identifiable and is less than its
carrying value. In that event, a loss is recognized based on the amount by which the carrying value
exceeds the fair market value of the long-lived asset. Fair market value is determined primarily using
appraisals. Losses on long-lived assets to be disposed of are determined in a similar manner, except that
fair market values are reduced for the cost to dispose. Included in expenses for the years ended June 30,
2021 and 2020 are impairment losses of $0 and $20,000, respectively.

-10 -



MARILLAC COMMUNITY HEALTH CENTERS
NOTES TO FINANCIAL STATEMENTS

Organization and Summary of Significant Accounting Policies (continued)

Property, Equipment, and Improvements (continued)

Maintenance and repairs are expensed as incurred and major improvements are capitalized. When items
of equipment are sold or retired, the related cost and accumulated depreciation are removed from the
accounts and any gain or loss is included in the statements of activities and changes in net assets.

Unearned Revenue

Patient revenues are recognized when performance obligations have been satisfied. Payments received in
advance as well as overpayments are recorded as unearned revenue.

Functional Expenses

The statements of functional expenses present expenses by function and natural classification. Natural
expenses attributable to more than one functional expense category are allocated using a variety of cost
allocation techniques. Salaries, benefits, and related expenses are based on actual time and effort.
Depreciation is allocated based on activities benefited. Other expenses directly attributable to a specific
functional area of the Organization are reported as expenses of those functional areas (health care services
or management and general).

Reclassifications

Certain reclassifications of amounts previously reported have been made to the accompanying financial
statements to maintain consistency between periods presented. The reclassifications had no impact on
previously reported net assets or changes in net assets.

Change in Accounting Principle

On July 1, 2020, the Organization adopted Financial Accounting Standards Board (FASB) Accounting
Standards Update (ASU) No. 2014-09, Revenue from Contracts with Customers, and all related
amendments, which provides guidance for revenue recognition. The ASU was developed to update
revenue recognition standards to clarify the principles of recognizing revenue and eliminate industry-
specific guidance as well as help financial statement users better understand the nature, amount, timing,
and uncertainty of revenue that is recognized. The adoption of ASU 2014-09 was accomplished using a
full retrospective method of application. The Organization recognized patient revenues in the period in
which it satisfies the performance obligations under contracts by transferring services to patients. Patient
revenues are recognized in the amounts to which the Organization expects to collect from patients and
third-party payors, which are the transaction prices allocated to the distinct services. The adoption of the
new standard related to revenue recognition did not have an impact on the Organization’s recognition of
revenues for any periods prior to adoption. The most significant impact of adopting the new standard is
to the presentation of the statements of financial position, the statements activities and changes in net
assets, and the notes to the financial statements, where the Organization’s patient revenues are presented
net of estimated implicit and explicit price revenue deductions (provision for doubtful accounts and
contractual allowances, respectively).

-11 -



MARILLAC COMMUNITY HEALTH CENTERS
NOTES TO FINANCIAL STATEMENTS

Organization and Summary of Significant Accounting Policies (continued)

Accounting Pronouncements Issued But Not Yet Adopted

In February 2016, the FASB issued ASU No. 2016-02, Leases. This accounting standard requires lessees
to recognize assets and liabilities related to lease arrangements longer than twelve months on the
statements of financial position as well as additional disclosures. In July 2018, the FASB issued ASU
2018-11, Leases (Topic 842): Targeted Improvements, to simplify the lease standard’s implementation.
The amended guidance relieves businesses and other organizations of the requirement to present prior
comparative years’ results when they adopt the new lease standard. Instead of recasting prior year results
using the new accounting when they adopt the guidance, companies can choose to recognize the
cumulative effect of applying the new standard to leased assets and liabilities as an adjustment to the
opening balance of net assets. This standard will be applicable for the Organization’s fiscal year ending
June 30, 2023. The Organization is currently assessing the impact of this pronouncement on its financial
statements.

Liquidity and Availability

As of June 30, 2021, the Organization has a working capital of $7,244,455. Financial assets available for
general expenditure within one year as of June 30, consist of the following:

2021 2020
Cash § 7,127,559 § 3,686,003
Patient receivables 1,631,271 1,497,731
Grant and other receivables 812,456 849,089
Financial assets available to meet general expenditures
over the next twelve months $ 9,571,286 $ 6,032,823

The Organization considers general expenditures to include expenses covering both program and ongoing
operational activities. Donor restricted assets which are expected to be available for general expenditure
within one year are included above.

As part of the Organization’s liquidity management plan, management of the Organization is focused on
increasing the days cash on hand through business operations. In addition to financial assets available to
meet general expenditures over the next twelve months, the Organization operates with a balanced budget
and anticipates collecting sufficient revenue to cover general expenditures not covered by donor-restricted
resources.

-12 -



MARILLAC COMMUNITY HEALTH CENTERS
NOTES TO FINANCIAL STATEMENTS

3. Property, Equipment and Improvements

At June 30 the cost of property, equipment and improvements was as follows:

2021 2020 Useful lives
Leasehold improvements $ 569,840 $ 569,840 15 - 20 years
Furniture and equipment 1,016,574 969,071 5-20 years
Vehicles 69,343 69,343 5 years
Construction in progress 9,744 13,870

1,665,501 1,622,124
Less accumulated depreciation (671,651) (440,191)
Total $ 993,850 $ 1,181,933

4. Patient Service Fees

The Organization receives payments for patient services from the federal government under the Medicare
program, state governments under their respective Medicaid or similar programs, commercial plans,
private insurers, and directly from patients. Revenues from third-party payers and the uninsured for the
years ended June 30, 2021 and 2020 are summarized as follows:

2021 2020

Medicare $ 5,908,404 $ 3,914,242
Medicaid 20,815,074 19,851,096
Commercial and other insurers 4,235,749 4,361,193
Self-pay 1,746,558 2,928,993
Gross patient revenues 32,705,785 31,055,524
Contractual adjustments (implicit price concessions) (6,580,809) (6,020,935)
Provision for doubtful accounts

(explicit price concessions) (2,494,654) (3,921,236)
Patient service fees $ 23,630,322 §$ 21,113,353

5. Transactions with Affiliates

The Organization entered into an affiliation agreement with Ascension DePaul Services (ADS) effective
March 1, 2012. Under the terms, ADS provides leased employees, building space, equipment leases,
supplies, and other services to MCHC in order for MCHC to provide primary care and preventative
services and facilitate access to comprehensive health and social services for medically underserved
persons in the greater New Orleans area. The affiliation agreement shall continue indefinitely unless it is
amended or terminated. Termination can occur with or without cause by either party.

-13 -



MARILLAC COMMUNITY HEALTH CENTERS
NOTES TO FINANCIAL STATEMENTS

Transactions with Affiliates (continued)

As consideration for ADS’s provision of these goods and services, ADS bills MCHC on a monthly basis
for the fees incurred. Leased employees are charged at a ratable amount of their wages for the period
based on the allocation of their time with an additional allocation for benefits. Paid time off for leased
employees is charged as an expense to MCHC with the ultimate liability recorded on ADS’s books.
Building space is charged at $14 per square foot for space assigned to MCHC as stipulated in the
affiliation agreement. Equipment is charged at the monthly rate of depreciation for items with a
remaining net book value plus 10%. Purchased services for billing are charged at 6% of net revenue
collections remitted to ADS during the years ended June 30, 2021 and 2020. During fiscal years 2021
and 2020, pharmacy administrative services were paid to ADS at a rate of $18.00 per prescription and
$21.75 per prescription, respectively. All other services are based on internal allocation assessments.

Leases for four clinic sites are in the name of MCHC. However, for administrative purposes, ADS remits
monthly payment to each lessor. Building space is then charged to MCHC by ADS at cost. See
information on lease commitments in Note 9.

During the years ended June 30, 2021 and 2020, total billings from the agreement to MCHC were
$27,255,382 and $25,652,429, respectively. ADS remitted $153,166 and $111,467, respectively, to
MCHC for the years ended June 30, 2021 and 2020. At June 30, 2021, the net amount owed by MCHC to
ADS is $1,821,736 as presented in the Statements of Financial Position. At June 30, 2020, the net amount
owed by MCHC to ADS is $1,648,201 as presented in the Statements of Financial Position.

Contingencies

The Organization is, from time to time, involved in certain claims and legal actions arising in the normal
course of business. The Organization is not aware of any pending lawsuits but the Organization believes
that any potential claims resulting from litigation and not covered by insurance would not materially
affect the financial statements.

The Organization participated in a number of state and federally-assisted grant programs in fiscal years
2021 and 2020. The programs are subject to compliance audits. Such audits could lead to requests for
reimbursement by the grantor agency for expenditures disallowed under terms of the grants. The
Organization believes that the amount of disallowances, if any, which may arise from future audits, will
not be material to the financial statements.

The provision of healthcare services entails an inherent risk of liability. Participants in the healthcare
industry are subject to lawsuits alleging malpractice, violation of false claims acts, product liability, or
other related legal theories, many of which involve large claims and significant defense costs. Like many
other entities engaged in the healthcare industry in the United States, the Organization has the potential
for liability claims, disputes and legal actions for professional liability and other related issues. It is
expected that the Organization will continue to be subject to such suits as a result of the nature of its
business. Further, as with all healthcare providers, the Organization is periodically subject to the
increased scrutiny of regulators for issues related to compliance with healthcare fraud and abuse laws and
with respect to the quality of care provided to its patients. Like other healthcare providers, in the ordinary
course of business, the Organization is also subject to claims made by employees and other disputes and
litigation arising from the conduct of its business.
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MARILLAC COMMUNITY HEALTH CENTERS
NOTES TO FINANCIAL STATEMENTS

Concentrations of Risk

Health care counseling services and educational assistance are provided to clients who reside primarily in
the New Orleans area. In addition, a substantial portion of net clinic service fees and reimbursements are
provided for by federal agencies. The Organization has a substantial amount of self-pay patients. The
ability of these patients to pay for services is uncertain and additional allowance/provisions may be
necessary in the future should management’s estimates not reflect actual results.

The Organization grants credit without collateral to its patients. The mix of receivables from patients and
third-party payors as of June 30, 2021 and 2020 was as follows:

2021 2020
Medicare and Medicaid 79% 85%
Commercial and other insurers 9% 10%
Self-pay 12% 5%
100% 100%

Federal grants are approximately 20% and 18% of the total revenues and support without donor
restriction for the years ended June 30, 2021 and 2020, respectively. The ability of the Organization to
continue functioning at its current level of operations is dependent upon its ability to generate similar
future support.

The Organization maintains cash balances at various financial institutions. Accounts at each institution
are insured by the Federal Deposit Insurance Corporation up to $250,000. From time to time the amounts

on deposit may exceed the federally insured limits.

Agreements with Other Entities

In September 2014, the Organization entered into agreements with Children’s Hospital, Children’s
Hospital Medical Practice Corporation (“CHMPC”), and Ascension DePaul Services (ADS) to assume
operations of four pediatric clinics operated by CHMPC. No assets or liabilities were assumed by
MCHC. Under the terms of the agreements, assets of the clinics were donated to ADS. MCHC assumed
responsibility for operations of the clinics under the affiliation agreement with ADS. The initial term of
this agreement was three years, with automatic annual renewal options that have been exercised. Each
party to the agreement has the option to terminate at an earlier date under certain circumstances.

In July 2016, MCHC entered into an additional agreement with Children’s Clinic of New Orleans, L.L.C.
(CCNO) and Ascension DePaul Services to assume operations of a clinic operated by CCNO. Under the
terms of the agreement, ADS assumed responsibility for operations at the clinic, including items such as
employees, assets, and lease agreements effective September 2016. The initial term of this agreement
was three years, with automatic annual renewal options that have been exercised. Each party to the
agreement has the option to terminate at an earlier date under certain circumstances.

Clinics involved in these agreements are added under the scope of MCHC’s agreement with Ascension
DePaul Services described in Note 4.
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MARILLAC COMMUNITY HEALTH CENTERS
NOTES TO FINANCIAL STATEMENTS

Leases

The Organization has entered into several operating leases for office space and buildings used in
operations. Future minimum lease payments under the lease agreements are as follows at June 30, 2021:

2022 § 178,990
2023 46,418
2024 26,500

$ 251,908

Total rental expense on cancelable and non-cancelable leases is included in the statements of activities
and changes in net assets.

Net Assets With Donor Restrictions

Net assets restricted by grantors and donors for specific programs, purposes, or for use in subsequent
periods are considered to be restrictions temporary in nature. These restrictions are considered to expire
when the restriction has been met. Net assets with donor restrictions at June 30 are as follows:

2021 2020
Coronavirus pandemic, COVID-19 (purpose) $ 33,886 $ 372,500
Lung cancer screening & tobacco cessation (purpose) - 34,492
Other (purpose) 3,547 3,547
§ 37433 $ 410,539

Coronavirus Pandemic (COVID-19)

A novel strain of coronavirus has spread around the world, resulting in business and social disruption. In
March 2020, the novel coronavirus (COVID-19) global pandemic began affecting the Organization’s
employees, patients, communities, and business operations, as well as the United States economy and
financial markets. The Centers for Medicare and Medicaid Services and the Louisiana Department of
Health requested the postponement of non-essential procedures and medical services from approximately
March 19, 2020 until April 27, 2020. While this disruption was temporary, much of it and the
pandemic’s impact remains unknown and difficult to predict. There is a likelihood that this pandemic
will continue to affect the Organization’s financial performance in fiscal year 2022 and beyond. The
related financial impact and duration, however, cannot be reasonably estimated at this time.

Subsequent Events

As described in Note 11, the COVID-19 pandemic has impacted the Organization’s fiscal year 2021 and
may continue to affect financial performance in the future.

Management has evaluated subsequent events through the date that the financial statements were
available to be issued, November 9, 2021, and determined that there were no additional subsequent events
requiring disclosure. No events occurring after this date have been evaluated for inclusion in these
financial statements.
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MARILLAC COMMUNITY HEALTH CENTERS
NOTES TO FINANCIAL STATEMENTS

Social Accountability (Unaudited)

On an annual basis, the Organization reports its fulfillment of its religious, charitable, educational,
scientific, and other philanthropic purposes. The following summarizes the Organization’s social
accountability report. The Organization provides access to essential health and social services in a
federally-designated Health Professions Shortage Area, as well as other under-served neighborhoods of
Orleans Parish. Total service provided was 146,180 and 139,773 encounters for the years ended June 30,
2021 and 2020, respectively. To increase financial access to these services, the Organization offers its
services on a sliding fee scale basis, adjusting for income and family size. During the years ended June
30, 2021 and 2020, these fee reductions amounted to $3,361,773 and $2,422,412, respectively. The
Organization accepts Medicaid as payment for its patient services, which resulted in fee reductions from
the State of $3,553,623 and $3,160,628 for the year ended June 30, 2021 and 2020, respectively.
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MARILLAC COMMUNITY HEALTH CENTERS

SCHEDULE OF COMPENSATION. BENEFITS AND
OTHER PAYMENTS TO AGENCY HEAD
YEARS ENDED JUNE 30, 2021

Agency Head: Michael Griffin, President and Chief Executive Officer

Not applicable. Public funds were not used for agency head compensation,
benefits, and other payments during the fiscal year ended June 30, 2021.

See accompanying independent auditors' report.
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A Professional Accounting Corporation

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Marillac Community Health Centers
New Orleans, Louisiana

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of Marillac Community
Health Centers (a nonprofit organization) (MCHC) which comprise the statement of financial position as
of June 30, 2021, and the related statements of activities and changes in net assets, functional expenses,
and cash flows for the year then ended, and the related notes to the financial statements, and have issued
our report thereon dated November 9, 2021.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered MCHC'’s internal control
over financial reporting (internal control) as a basis for designing the audit procedures that are appropriate
in the circumstances for the purpose of expressing an opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of MCHC’s internal control. Accordingly, we do
not express an opinion on the effectiveness of MCHC’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
of the entity’s financial statements will not be prevented, or detected and corrected, on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weakness. However, material weaknesses
may exist that have not been identified.
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Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the 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 Auditing Standards in considering the organization’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

TosHuothwade % Matigmalle

Metairie, Louisiana
November 9, 2021
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM
GUIDANCE AND THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

The Board of Directors
Marillac Community Health Centers
New Orleans, Louisiana

Report on Compliance for Major Federal Program

We have audited Marillac Community Health Centers’ (a nonprofit organization) (MCHC) compliance
with the types of compliance requirements described in the OMB Compliance Supplement that could have
a direct and material effect on MCHC’s major federal program for the year ended June 30, 2021.
MCHC’s major federal program is identified in the summary of auditors’ results section of the
accompanying schedule of findings and questioned costs.

Management’s Responsibility

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

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for MCHC’s major federal program based on
our audit of the types of compliance requirements referred to above. We conducted our audit of
compliance in accordance with auditing standards generally accepted in the United States of America; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements of
Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance require that we plan
and perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence about MCHC’s compliance
with those requirements and performing such other procedures as we considered necessary in the
circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for the major federal
program. However, our audit does not provide a legal determination of MCHC’s compliance.
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Opinion on Major Federal Program

In our opinion, MCHC complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on its major federal program for the year
ended June 30, 2021.

Report on Internal Control over Compliance

Management of MCHC is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above. In planning and performing our
audit of compliance, we considered MCHC’s internal control over compliance with the types of
requirements that could have a direct and material effect on the major federal program to determine the
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for the major federal program and to test and report on internal control over compliance in
accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of MCHC’s internal control over compliance.

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

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we 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 our
testing of internal control over compliance and the results of that testing based on the requirements of the
Uniform Guidance. Accordingly, this report is not suitable for any other purpose.
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Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance

We have audited the financial statements of MCHC as of and for the year ended June 30, 2021, and have
issued our report thereon dated November 9, 2021, which contained an unmodified opinion on those
financial statements. Our audit was conducted for the purpose of forming an opinion on the financial
statements as a whole. The accompanying schedule of expenditures of federal awards is presented for
purposes of additional analysis as required by the Uniform Guidance and is not a required part of the
financial statements. Such information is the responsibility of management and was derived from and
related directly to the underlying accounting and other records used to prepare the financial statements.
The information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the financial statements or to the
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the schedule of expenditures of
federal awards is fairly stated in all material respects in relation to the financial statements as a whole.

?@,&fﬂﬂmw@dx al /\/wwu:uu
Metairie, Louisiana
November 9, 2021



MARILLAC COMMUNITY HEALTH CENTERS
New Orleans, Louisiana

Schedule of Expenditures of Federal Awards

For the year ended June 30, 2021

Federal
Federal Grantor/Pass-Through Grantor/ Assistance Listing Identifying Federal
Program Title/Grant Name Number Number Expenditures
U.S. Department of Health and Human Services - Health Resources and Services Administration (HRSA):
Direct:
Health Center Program Cluster
Consolidated Health Centers (Community Health Centers, H8CCS35030,
Migrant Health Centers, Health Care for the Homeless, H8DCS35829,
and Public Housing Primary Care) (COVID-19) 93.224 H8ECS38123 $ 1,773,349
Consolidated Health Centers (Community Health Centers,
Migrant Health Centers, Health Care for the Homeless,
and Public Housing Primary Care) 93.224 H80CS24198 835,494
Grants for New and Expanded Services Under the
Health Center Program 93.527 H80CS24198 2,992,817
Total Health Center Program Cluster 5,601,660
Grants for School-Based Health Center Capital Expenditures 93.501 C12CS32623 53,421
Provider Relief Fund (COVID-19) 93.498 N/A 517,020
HRSA COVID-19 Uninsured Program 93.461 N/A 1,978
Pass-through program from:
Louisiana Department of Health, Office of Behavior Health
Substance Abuse and Mental Health Services Projects of
Regional and National Significance 93.243 1H79SM080236 445,519
Total Federal Award Expenditures $ 6,619,598

MCHC did not pass through any amounts to sub-recipients.

See accompanying notes to the schedule of expenditures of federal awards.



Marillac Community Health Centers
New Orleans, Louisiana

Notes to Schedule of Expenditures of Federal Awards

June 30, 2021

Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards (the Schedule) includes the federal
grant activity of Marillac Community Health Centers (MCHC) under programs of the federal
government for the year ended June 30, 2021. The information in this Schedule is presented in
accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance). Because the Schedule presents only a selected portion of the operations of
MCHC, it is not intended to and does not present the financial position, changes in net assets, or cash
flows of the MCHC. The MCHC reporting entity is defined in Note 1 to the financial statements for
the year ended June 30, 2021.

Summary of Significant Accounting Policies

Expenditures reported on the Schedule are reported on the accrual basis of accounting, which is
described in Note 1 to MCHC’s financial statements for the year ended June 30, 2021. Such
expenditures are recognized following the cost principles contained in accordance with the Uniform
Guidance wherein certain types of expenditures are not allowable or are limited as to reimbursement.
Therefore, some amounts presented in this schedule may differ from amounts presented, or used in
the preparation of, the basic financial statements.

Relationship to Financial Statements

Federal revenues of $6,953,022 are included in the Statement of Activities and Changes in Net
Assets in the category “Federal grants” within Revenues and Support Without Donor Restriction.
Provider Relief Funds of $517,020 were received during the period of April 10, 2020 and June 30,
2020 and recognized as revenue in fiscal year 2020. These “Period 1” Provider Relief Funds are
required to be reported on MCHC’s June 30, 2021 Schedule, based on guidance in the 2021
Compliance Supplement. Provider Relief Funds of $852,422 were received during the period of
January 1, 2021 to June 30, 2021 and are recognized as revenue in fiscal year 2021. These “Period
3” Provider Relief Funds are required to be reported on a future Schedule, based on guidance in the
2021 Compliance Supplement.

Relationship to Federal Financial Reports

Amounts reported in the Schedule agree with the amounts reported in the related federal financial
reports.

De Minimis Cost Rate

During the year ended June 30, 2021, MCHC did not elect to use the 10% de minimis cost rate as
covered in §200.414 of the Uniform Guidance.



Marillac Community Health Centers
New Orleans, Louisiana

Schedule of Findings and Questioned Costs

For the Year Ended June 30, 2021

(1) Summary of Independent Auditors’ Results

Financial Statements

The type of report issued on the financial statements: Unmodified opinion
Internal control over financial reporting:
e Material weakness(es) identified? No

o Significant deficiency(ies) identified that
are not considered to be material weaknesses? None noted

Noncompliance material to the financial statements noted? No
Federal Awards
Internal controls over major programs:

e Material weakness(es) identified? No

o Significant deficiency(ies) identified that
are not considered to be material weaknesses? None noted

Type of auditor’s report issued on compliance for major programs: Unmodified opinion

Any audit findings which are required to be reported under
the Uniform Guidance? No

Identification of major program:
Health Center Program Cluster:
Consolidated Health Centers (Community Health Centers,
Migrant Health Centers, Health Care for the Homeless, and
Public Housing Primary Care) 93.224, 93.527
Dollar threshold used to distinguish between Type A and Type B programs: $750,000

Auditee qualified as a low-risk auditee under Section 530 of
The Uniform Guidance: Yes



Marillac Community Health Centers
New Orleans, Louisiana

Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2021
(2) Findings Relating to the Financial Statements Reported in Accordance with Government
Auditing Standards:

Not Applicable.

(3) Findings and Questioned Costs relating to Federal Awards:

Not Applicable.






