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Independent Auditor's Report

To the Board of Directors
Mountain-Pacific Quality Health
Helena, Montana

Report on the Financial Statements
We have audited the accompanying financial statements of Mountain-Pacific Quality Health ("the Organization"),
(a nonprofit organization) which comprise the statements of financial position as of June 30, 2021 and 2020, and
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; 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.

Auditor's 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 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 auditor’s 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 entity’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 entity’s internal control.  Accordingly, we
express no such opinion.  An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

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

Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Organization 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.
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Other Matters
Supplementary Information
Our audit was performed for the purpose of forming an opinion on the financial statements as a whole.  The
supplementary information appearing on pages 27-40, which includes the schedule of expenses by contract and
the schedule of expenditures of federal awards, as required by Title 2 U.S. Code of Federal Regulations Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, are presented
for the purpose of additional analysis, and are 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.  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 March 10, 2022, on our
consideration of the Organization’s internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements and other matters.  The purpose of
that report is solely to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
Organization's internal control over financial reporting or on compliance.  That report is an integral part of an
audit performed in accordance with Government Auditing Standards in considering the Organization’s internal
control over financial reporting and compliance.

Wipfli LLP

Helena, Montana
March 10, 2022

2



Mountain-Pacific Quality Health
Statements of Financial Position

As of June 30, 2021 2020

ASSETS

CURRENT ASSETS
Cash and cash equivalents $ 644,127 $ 2,327,551
Contracts receivable 2,979,684 2,143,961
Miscellaneous receivable 17,946 49,330
Prepaid expenses 330,424 329,265

Total current assets 3,972,181 4,850,107

PROPERTY AND EQUIPMENT
Furniture and equipment 935,442 1,702,187
Accumulated depreciation (835,109) (1,673,623)

Net property and equipment 100,333 28,564

OTHER ASSETS
Long-term investments 8,020,833 6,052,489
Deposits 3,387 21,066

Total other assets 8,024,220 6,073,555

TOTAL ASSETS $ 12,096,734 $ 10,952,226
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Mountain-Pacific Quality Health
Statements of Financial Position (Continued)

As of June 30, 2021 2020

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts payable $ 248,759 $ 168,006
Accrued vacation payable 391,215 436,722
Accrued payroll and related taxes 319,688 153,400
Accrued retirement plan contribution 431,524 178,999
Deferred revenue 241,077 -
Property held in trust 668 3,608
Refundable advance liability - 511,480

Total current liabilities 1,632,931 1,452,215

LONG TERM LIABILITIES
Capital lease liability 31,304 -

Total liabilities 1,664,235 1,452,215

NET ASSETS
Without donor restrictions:

Without donor restrictions, undesignated 9,232,499 8,260,144
Board designated 1,200,000 1,200,000

With donor restrictions - 39,867

Total net assets 10,432,499 9,500,011

TOTAL LIABILITIES AND NET ASSETS $ 12,096,734 $ 10,952,226

See accompanying notes to financial statements.
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Mountain-Pacific Quality Health
Statement of Activities and Changes in Net Assets

2021

Year Ended June 30,
Without Donor

Restrictions
With Donor
Restrictions Total

SUPPORT AND REVENUE
Contract and grant revenue $ 13,067,254 $ - $ 13,067,254
PPP grant revenue 511,480 - 511,480
Unrealized gains on investments 614,513 - 614,513
Realized gains on investments 130,784 - 130,784
Income on long-term investments 169,445 - 169,445
Interest income 3,060 - 3,060

Total support and revenue 14,496,536 - 14,496,536

NET ASSETS RELEASED FROM RESTRICTIONS 39,867 (39,867) -

EXPENSES
Programs 10,403,060 - 10,403,060
Management and general 3,144,947 - 3,144,947

Total expenses 13,548,007 - 13,548,007

OTHER EXPENSES
Loss on sale of assets 16,041 - 16,041

Total other expenses 16,041 - 16,041

CHANGES IN NET ASSETS 972,355 (39,867) 932,488

Net assets, beginning of year 9,460,144 39,867 9,500,011

Net assets, end of year $ 10,432,499 $ - $ 10,432,499

See accompanying notes to financial statements.
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Mountain-Pacific Quality Health
Statement of Activities and Changes in Net Assets

2020

Year Ended June 30,
Without Donor

Restrictions
With Donor
Restrictions Total

SUPPORT AND REVENUE
Contract and grant revenue $ 15,261,631 $ - $ 15,261,631
Contributions 1,000 24,571 25,571
PPP grant revenue 1,008,750 - 1,008,750
Unrealized gains on investments 74,562 - 74,562
Miscellaneous income 4,013 - 4,013
Realized gains on investments 26,377 - 26,377
Income on long-term investments 91,650 - 91,650
Interest income 1,836 - 1,836

Total support and revenue 16,469,819 24,571 16,494,390

NET ASSETS RELEASED FROM RESTRICTIONS 38,231 (38,231) -

EXPENSES
Programs 9,638,604 - 9,638,604
Management and general 3,774,072 - 3,774,072

       Total expenses 13,412,676 - 13,412,676

CHANGES IN NET ASSETS 3,095,374 (13,660) 3,081,714

Net assets, beginning of year 6,364,770 53,527 6,418,297

Net assets, end of year $ 9,460,144 $ 39,867 $ 9,500,011

See accompanying notes to financial statements.
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Mountain-Pacific Quality Health
Notes to Financial Statements

Note 1: Summary of Significant Accounting Policies

Nature of Operations

Mountain-Pacific Quality Health ("Organization") was originally incorporated on April 25, 1973, as Montana
Foundation for Medical Care ("the Foundation"), by action of the Montana Medical Association House of
Delegates, to serve as a state-wide organization for medical quality assurance and peer review activities in
Montana.  The Foundation became the Professional Standards Review Organization (PSRO) for Montana in May
1975 under public law 92-603.  Under the auspices of the Department of Public Health and Human Services
(DPHHS), the Foundation was a fully operational PSRO and implemented certain programs which involved local
practicing physicians in the ongoing review and evaluation of health care services paid for under the Medicare
program.

On July 1, 1984, the PSRO program was replaced by a Professional Review Organization (PRO) program.  The
Foundation was awarded the PRO designation for both Montana and Wyoming and the corporate name was
changed to Montana-Wyoming Foundation for Medical Care.  In March of 2003, the name of the PRO program
was changed to the Quality Improvement Organization (QIO) program.  With the addition of the Hawaii PRO
contract in 1996, the Corporation changed its name to the Mountain-Pacific Quality Health Foundation.  The
Alaska QIO contract was awarded to the Organization in November 2005.  During fiscal 2017, the Organization
began doing business as Mountain-Pacific Quality Health.

On January 5, 2005, a new corporation was formed, Mountain-Pacific Quality Health Foundation-Hawaii to
acquire in-state status, providing a non-competitive bid process for the QIO contract in that state.  Assets were
transferred to this corporation on April 1, 2005.  Subsequently, the Centers for Medicare & Medicaid Services
(CMS), the agency who administers the QIO program, instructed all activities to be operated out of one
corporation.  All assets in the Hawaii corporation were transferred back to Mountain-Pacific Quality Health
Foundation and the Hawaii corporation was inactivated.  However, efforts were continued to reach an agreement
with CMS.  In December 2007, CMS agreed to novate the Hawaii QIO contract to the Hawaii corporation.  The
novation assignment was effective July 1, 2007.  The Hawaii corporation was re-activated and the asset base was
re-established.

In 2007, two new corporations were formed, Mountain-Pacific Quality Health Foundation-Wyoming and
Mountain-Pacific Quality Health Foundation-Alaska to acquire in-state status, providing a non-competitive bid
process for the QIO contracts in those states.  The Organization transferred assets to Wyoming and Alaska
effective July 1, 2007. 

The Hawaii, Wyoming, and Alaska corporations held QIO contracts through July 31, 2014.  Through a CMS
regionalization initiative, the number of QIOs was reduced effective with the new contracts issued August 1,
2014.  In response to this initiative, a single proposal to perform contract work in Montana, Hawaii (includes the
U.S. Pacific Territories of American Samoa, Guam and the Commonwealth of the Northern Mariana Islands),
Wyoming, and Alaska was submitted under Mountain-Pacific Quality Health Foundation.  The proposal was
accepted and Mountain-Pacific Quality Health Foundation was awarded contracts to provide services in all four
states.  On August 1, 2014, Mountain-Pacific Quality Health Foundation hired the employees from the Alaska,
Hawaii, and Wyoming corporations.  
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Mountain-Pacific Quality Health
Notes to Financial Statements

Note 1: Summary of Significant Accounting Policies (Continued)

Nature of Operations (Continued)

The Organization's board of directors voted at the September 4, 2014 meeting to assign the assets and liabilities
of the Alaska, Hawaii, and Wyoming corporations to Mountain-Pacific Quality Health Foundation.

In fiscal years 2021 and 2020, there were no financial transactions in the Alaska, Hawaii, and Wyoming
corporations; however, they remain active for potential future operations.

Use of Estimates

The preparation of the financial statements in conformity with accounting principles generally accepted in
the United States requires management to make estimates and assumptions that affect certain reported
amounts and disclosures.  Accordingly, actual results could differ from those estimates.

Basis of Presentation

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

Net assets without donor restrictions are the net assets of the Organization that are not subject to
donor imposed restrictions.  Thus, they include all net assets whose use has not been restricted by
donors or by law.

Net assets with donor restrictions are subject to donor-imposed stipulations that may or may not be
met, either by actions of the Organization and/or the passage of time.  When a restriction expires, net
assets with donor restrictions are transferred to net assets without donor restrictions and reported in
the statement of activities as net assets released from restrictions.

Board designations, which are voluntary board-approved segregations of net assets for specific purposes,
projects, or investments, are also a part of net assets without donor restrictions.

Cash and Cash Equivalents

The Organization considers all highly liquid debt instruments with an original maturity of three months or
less to be cash equivalents. The cash equivalents consist of the following as of June 30:

2021 2020

Cash in checking and savings $ 30,268 $ 33,208
Money market accounts 412,425 516,025
Repurchase agreements 201,434 1,778,318

Total $ 644,127 $ 2,327,551
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Mountain-Pacific Quality Health
Notes to Financial Statements

Note 1: Summary of Significant Accounting Policies (Continued)

Investments

Investments include debt and equity mutual funds that the Organization maintains with third-party investment
managers.

Investments in debt and equity mutual funds are reported in the statements of financial position at fair value
based on quoted market prices.  Unrealized gains and losses are included in the change in net assets.

Contract and Miscellaneous Receivables

Contract receivables consist primarily of funds due from the Federal Department of Health and Human
Services and State of Montana Department of Public Health and Human Services.  These receivables are
collected within 30 to 60 days and comprise 80 and 72 percent of receivables as of June 30, 2021 and 2020,
respectively.

Miscellaneous receivables consist of federal and state tax refunds due to the Organization.  Additional
information is provided in Note 5.

Receivable amounts are reviewed for collectability by management and an allowance for doubtful accounts
is recorded as needed.  Management considers these receivables to be collectible and, therefore, no
allowance for uncollectible amounts has been recorded. If an account becomes uncollectible, it will be
written off at that time.

Contract Balances

Contract assets arise when the Organization transfers goods or services to a customer in advance of
receiving consideration and the rights to consideration is conditioned on something other than the passage
of time such as unbilled receivables.  Contract assets are transferred to receivables when the right to receive
consideration becomes unconditional and the Organization is able to invoice the customer.  As of June 30,
2021 and 2020, the Organization did not have any contract assets.  Contract liabilities represent the
Organization obligation to transfers goods or services to a customer when consideration has already been
received from the customers, such as deferred revenue.  When transfer of control of the related good or
service occurs, contract liabilities are reclassified, and revenue is recognized.  At June 30, 2021, the
Organization recognized contract liabilities of $241,077.  The Organization did not have any contract
liabilities at June 30, 2020.

Property, Equipment and Depreciation

Property and equipment are capitalized at cost or, if donated, at fair value on the date of donation.
Depreciation is computed using the straight-line method over the estimated useful life of the asset.  The
Organization capitalizes property and equipment with a value greater than or equal to $5,000 and a useful
life of greater than one year.
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Mountain-Pacific Quality Health
Notes to Financial Statements

Note 1: Summary of Significant Accounting Policies (Continued)

Prepaid Expenses

The Organization records expenses when incurred.  Prepayments of expenses providing a benefit or with an
effective period of one-year or more and costing $5,000 or more are reported as a current asset.  Prepaid
expenses are mainly comprised of insurance, membership dues, rental, and software expenses.  As of June 30,
2021 and 2020, prepaid expenses were $330,424 and $329,265, respectively.

Accrued Vacation Payable

The Organization's employees accrue personal leave/vacation time on a pay period basis.  The accrual level varies
by employee based upon the number of hours worked and years of service.  Full-time and part-time employees
may carryover up to 80 hours and 50 hours, respectively, of unused leave from one year to the next.  Exceptions
to this limit are subject to the Chief Executive Officer's approval.  An employee is compensated at termination for
unused leave hours at his or her current rate of pay.  The accrued vacation payable is $391,215 and $436,722 at
June 30, 2021 and 2020, respectively.

Employees also earn sick leave time on a pay period basis.  Sick leave time is accrued at the rate of .0384 hours
per hour worked, up to a defined limit based on the state of employment.  An employee is not compensated at
termination for unused sick leave hours.

Income Taxes

The Organization qualifies for the charitable contribution deduction under Section 170(b)(1)(A).  In addition,
the Organization is exempt from federal income taxes under Section 501(c)(3) of the Internal Revenue Code
and state income taxes.  However, income from certain activities not directly related to the Organization's
tax-exempt purpose is subject to taxation on unrelated business income.

Under the Tax Cuts and Jobs Act, any costs incurred by a nonprofit organization to provide parking for
employees became unrelated business income beginning January 1, 2018.  The Organization paid state and
federal corporate taxes related to this unrelated business income totaling $17,552 in the fiscal year ended
June 30, 2019.

On December 20, 2019, The President signed into law the Further Consolidated Appropriations Act that
retroactively repealed the employee parking benefit tax treatment for tax-exempt organizations.  The
Organization has filed amended tax returns requesting the refund of all federal and state tax, interest, and
penalty payments.  The Organization received the final refund payment in July 2021.

The Organization's federal and state returns are subject to examination generally for three years after they
are filed.
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Mountain-Pacific Quality Health
Notes to Financial Statements

Note 1: Summary of Significant Accounting Policies (Continued)

Federal Contracts

The Organization is compensated under its QIO contracts on a both time and materials and fixed price basis.
Costs directly related to performing contract requirements are determined on the accrual basis of accounting.
During the fiscal years ended June 30, 2021 and 2020, general and administrative, and fringe benefit expenses
were recorded in cost pools and recovered through rates approved by the cognizant Federal agency.  The fringe
benefit pool includes leave expenses and is applied to total productive labor.  The general and administrative cost
rate is applied to the total costs, less any pass-through expenses.

Approved provisional rates for the fiscal years ending June 30, 2021 and 2020 were as follows:

Years Ended June 30, 2021 2020

Indirect costs %30.08 %32.37
Fringe benefits %51.58 %51.88

Revenue and Revenue Recognition

The Organization analyzes the terms of all grants, contracts, and contributions to determine if they meet the
definition of exchange transactions in accordance with Topic 606, or if they meet the definition of contributions
in accordance with Topic 958.

The Organization recognizes contributions when cash, securities, or other assets; an unconditional promise to
give; or a notification of a 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 met.  Consequently, at June 30, 2020, $511,480 of a contribution received totaling
$1,520,230 is recognized on the statements of financial position as a refundable advance because the conditions
on which it depends were not met.  The Organization met conditions for a portion of the contribution and
recognized $1,008,750 as PPP grant revenue on the statements of activities and changes in net assets.  The
Organization met all conditions applicable to the balance during the fiscal year ended June 30, 2021 and
recognized the $511,480 as PPP grant revenue on the statements of activities and changes in net assets.  See
Note 17 for additional information.

The Organization recognizes revenue associated with exchange transactions when the contractual performance
obligations are met.  The amount recognized is based on the agreed upon transaction price.  Compensation
received in advance of meeting performance obligations is recorded as contract liability.  June 30, 2021 and 2020,
contract liabilities totaling $241,077 and $0, respectively, were recognized.  The following table includes a
description of the Organization’s major exchange transaction types during the fiscal years ended June 30, 2021
and 2020, and the related basis for revenue recognition.
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Mountain-Pacific Quality Health
Notes to Financial Statements

Note 1: Summary of Significant Accounting Policies (Continued)

Revenue and Revenue Recognition (Continued)

Service Description Transaction Pricing Method Basis for Revenue Recognition

Federal subcontracts and
contracts with the states of
Montana, Alaska, Hawaii, and
Wyoming.  The Organization
provides consulting services in
support of quality of care
initiatives.

Fixed-price contract with
compensation based on anticipated
actual performance costs, plus in
some instances, a markup.

Revenue is recognized over
time when performance
obligations are met. 
Performance occurs uniformly
over the contract term and, as
a result, revenue is recognized
as invoiced on typically a
monthly, quarterly, or annual
basis.

Federal subcontracts and
contracts with the states of
Montana, Alaska, Hawaii, and
Wyoming.  The Organization
provides consulting services in
support of quality of care
initiatives.

Cost reimbursement contract with
defined performance obligations.

Revenue is recognized over
time when performance
obligations are met on a
progress basis. The amount
recognized is based on the
actual cost incurred to meet
the performance obligations
plus, in some instances, a fixed
fee (markup).

Service contracts with
healthcare providers and
associations.  The Organization
provides electronic health
record keeping system security
consulting services and
products.

Fee-based service contract with
defined performance obligations.

Revenue is recognized over
time when performance
obligations are met.  The
amount recognized is based on
the contractually established
fee.

The exchange transactions that are applicable under ASU 606 are as follows:

Years Ended June 30, 2021 2020

Fixed-price contracts $ 8,889,353 $ 7,888,732
Fee-based service contracts 551,025 394,572
Cost reimbursement contracts 99,350 81,937

Total $ 9,539,728 $ 8,365,241

15



Mountain-Pacific Quality Health
Notes to Financial Statements

Note 1: Summary of Significant Accounting Policies (Continued)

Revenue and Revenue Recognition (Continued)

The exchange transactions are included in the contract and grant income on the statements of activities and
changes in net assets.

Income on Short and Long-Term Investments

Income on short and long-term investments includes dividends, distributed capital gains and losses, less
investment management fees.  Investment management fees totaled $24,671 and $24,065 during the fiscal years
ending June 30, 2021 and 2020, respectively.

Functional Allocation of Expenses

The financial statements report certain categories of expenses that are attributable to more than one program or
supporting function.  Therefore, these expenses require allocation on a reasonable basis that is consistently
applied.  Facility related expenses, which include telephone, maintenance, occupancy and depreciation, are
allocated based on the number of hours worked by employees utilizing the Organization's rented office facilities.
Employee fringe benefit costs are allocated based on each program's proportional share of productive (excludes
leave) labor costs.

Risk and Uncertainties

Beginning in March 2020, the United States economy began suffering adverse effects from the COVID 19 Virus
Crisis ("CV19 Crisis").  As of the date of issuance of the financial statements, the Organization had not yet suffered
material adverse impact from the CV19 Crisis.  The future impact of the CV19 Crisis on the Organization cannot be
reasonably estimated at this time.

Subsequent Events

The Organization has evaluated events and transactions for potential recognition or disclosure in the
financial statements through March 10, 2022, which is the date the financial statements were available to be
issued.  No events have occurred subsequent to year end requiring disclosure or inclusion in these financial
statements.
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Mountain-Pacific Quality Health
Notes to Financial Statements

Note 2: Fair Value Measurements

GAAP establishes a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair
value.  This hierarchy consists of three broad levels:  Level 1 inputs consist of unadjusted quoted prices in active
markets for identical assets and have the highest priority level.  Level 2 inputs consist of observable inputs other
than quoted prices for identical assets (Level 1).  Level 3 inputs are unobservable and have the lowest priority.
The Organization uses appropriate valuation techniques based on the available inputs to measure the fair value
of its investments.  When available, the Organization measures fair value using Level 1 inputs because they
generally provide the most reliable evidence of fair value.  Level 2 inputs are used for investments for which Level
1 inputs were not available.  Level 3 inputs would only be used if Level 1 or Level 2 inputs were not
available.  There are no assets requiring the use of Level 3 inputs for the periods presented.

Following is a description of the valuation methodology used for assets measured at fair value.  There have
been no changes in the methodology used as of June 30, 2021 and 2020.

Mutual funds:  Valued at the daily closing price as reported by the fund.  Mutual funds held by the
Organization are open-end mutual funds that are registered with the U.S. Securities and Exchange
Commission.  These funds are required to publish their daily net asset value ("NAV") and to transact at that
price.  The mutual funds held by the Organization are deemed to be actively traded.

Equity Securities: Any security representing an ownership interest in an entity or right to acquire or dispose
of an ownership interest in an entity at fixed or determinable prices. The investment is held at cost basis as
the Organization owns less than 20% of the privately held Company.

The following tables set forth by level, within the fair value hierarchy, the Organization’s investment assets
at fair value as of June 30, 2021 and 2020.  Classification within the fair value hierarchy table is based on the
lowest level of any input that is significant to the fair value measurement:

Fair Value of Assets as of June 30, 2021

Level 1 Level 2 Level 3 Total

Equity securities $ - $ - $ 50,000 $ 50,000
Mutual funds 7,970,833 - - 7,970,833

Total $ 7,970,833 $ - $ 50,000 $ 8,020,833

Fair Value of Assets as of June 30, 2020

Level 1 Level 2 Level 3 Total

Mutual funds $ 6,052,489 $ - $ - $ 6,052,489

Total $ 6,052,489 $ - $ - $ 6,052,489
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Mountain-Pacific Quality Health
Notes to Financial Statements

Note 2: Fair Value Measurements (Continued)

Transfers Between Levels

For the years ended June 30, 2021 and 2020, there were no significant transfers between Levels 1 and 2. The
following transfers occurred in Level 3.

As of June 30, 2021

Level 3 as of June 30, 2020 $ -
Investment purchased in equity securities 50,000

Level 3 as of June 30, 2021 $ 50,000

Note 3: Concentration of Credit Risk

The Organization maintains cash balances at financial institutions where the accounts are insured by the
Federal Deposit Insurance Corporation (FDIC) for up to $250,000.  Money market accounts are insured by
the Securities Investor Protection Corporation (SIPC).  At certain times during the year, cash balances may be
in excess of FDIC and SIPC coverages.  The Organization has not experienced any losses in such accounts, and
believes it is not exposed to any significant credit risk on cash.

The repurchase agreements held are collateralized by U.S. Treasury Securities but are not FDIC or SIPC
insured in the amounts of $352,459 and $2,115,843 as of June 30, 2021 and 2020, respectively.

Note 4: Contracts Receivable

Contracts receivable balances, included the following:

As of June 30, 2021 2020

United States Department of Health and Human Services $ 430,023 $ 414,029
Montana Department of Public Health and Human Services 1,953,118 1,126,314
Federally funded subcontracts with other organizations 181,380 429,868
Other 415,163 173,750

Total $ 2,979,684 $ 2,143,961

Note 5: Miscellaneous Receivables

As a tax-exempt organization under 501(c)(3) of the Internal Revenue Code, the Organization is exempt from the
Federal Unemployment Tax.  The Organization paid the Federal Unemployment Tax from 2014 through 2019.
The Organization requested a refund of payments falling within the statute of limitations totaling $19,171 at June
30, 2020.  The unpaid balance at June 30, 2021 is $5,634.
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Mountain-Pacific Quality Health
Notes to Financial Statements

Note 5: Miscellaneous Receivables (Continued)

Under the Tax Cuts and Jobs Act, any costs incurred by a nonprofit organization to provide parking for
employees became unrelated business income beginning January 1, 2018.  On December 20, 2019, the
President signed into law the Further Consolidated Appropriations Act that retroactively repealed the
employee parking benefit tax treatment for tax-exempt organizations.  The Organization has filed amended
tax returns requesting the refund of all federal and state tax, interest, and penalty payments made under the
Tax Cuts and Jobs Act.  The receivable balances at June 30, 2021 and 2020 are $10,100 and $26,223,
respectively.  The Organization received the final payment of $10,100 in July 2021.

The Organization was eligible and has requested employer payroll tax reimbursements totaling $2,213 and
$3,936 for the quarters ending December 31 and June 30, 2020, respectively, under Federal programs
enacted in response to the Coronavirus pandemic.  The Organization has received payment for the June 30,
2020 quarter request.

Note 6: Property and Equipment

A summary of property and equipment is as follows as of June 30, 2021 and 2020:

2021 2020

Furniture and office equipment $ 68,845 $ 462,868
Computer hardware/software 370,180 541,297
Leasehold improvements 68,516 240,531
Capitalized software 427,901 457,491

Total fixed assets 935,442 1,702,187
Less: accumulated depreciation (835,109) (1,673,623)

Total fixed assets, net $ 100,333 $ 28,564

Depreciation expense for the years ended June 30, 2021 and 2020 was $30,066 and $19,593, respectively.
Software amortization totaling $427,901 is included in the accumulated depreciation balances for the years
ended June 30, 2021 and 2020, respectively.

Note 7: Property Held in Trust

Employees of the Organization can make elective contributions into an account that funds employee social
activities such as a summer picnic and Christmas luncheon.  The account is administered by a social committee
composed of employees.  The Organization maintains a bank account on behalf of the social committee.  The
account balance at June 30, 2021 and 2020 were $668 and $3,608, respectively.
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Mountain-Pacific Quality Health
Notes to Financial Statements

Note 8: Net Assets with Donor Restrictions

The Organization is reporting net assets with donor restrictions totaling $39,867 as of June 30, 2020.  These
assets were received through a grant from the Montana Healthcare Foundation, which included use restrictions
that were satisfied in March 2021.

The grant agreement stipulated that the Organization must use the funds "to support implementation of
comprehensive approaches to trauma-informed care that effectively address trauma and its impact on American
Indian and Alaska Native (AI/AN) populations in Montana."  The Organization received three installment
payments through August 2019 totaling $98,284.  The Organization expended $58,417 for eligible purposes
through June 2020.  The remaining balance of unexpended funds totaling $39,867 is included in the net assets
with donor restrictions balance reported as of June 30, 2020.  The Organization expended these funds for eligible
purposes as of March 2021, and consequently, is reporting these funds as net assets released from restrictions at
June 30, 2021.

Note 9: Board Designated Net Assets

The Board designated $1.2 million of net assets without donor restrictions to a reserve fund for the years ended
June 30, 2021 and 2020, respectively.

Note 10: Liquidity and Availability of Financial Resources

The following table reflects the Organization’s financial assets as of June 30, 2021 and 2020, reduced by amounts
that are not available to meet general expenditures within one year of the statements of financial position date
because of contractual restrictions or internal board designations.  Amounts not available include $1.2 million
designated by the Board for a reserve fund.  These funds are available for general use only upon the Board's
approval.

Years Ended June 30, 2021 2020

Financial assets as of year-end:
Cash and cash equivalents $ 644,127 $ 2,327,551
Contracts receivable 2,979,684 2,143,961
Miscellaneous receivables 17,946 49,330
Long-term investments 8,020,833 6,052,489

Total financial assets 11,662,590 10,573,331

Less: amounts not available to be used within one year
Board designated net assets 1,200,000 1,200,000

Total financial assets not available to be used within one year 1,200,000 1,200,000

Financial assets available to meet general expenditures within one year $ 10,462,590 $ 9,373,331
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Mountain-Pacific Quality Health
Notes to Financial Statements

Note 10: Liquidity and Availability of Financial Resources (Continued)

Funds were available at June 30, 2021 to support anticipated operating expenses for an estimated nine months.
The Organization has an approved $500,000 line of credit that it will draw on, if necessary, to meet short-term
cash flow needs prior to liquidating long-term investments or requesting Board approval to utilize funds
designated for a reserve account.  The Organization anticipates receiving funds throughout the year from
contracts and grants to support operating expenses.  The Organization will implement cost cutting measures if
anticipated contract and grant revenue plus the assets available at June 30, 2021 do not provide adequate
funding to support operating expenses.

The Organization operates under governance policies adopted by its board of directors.  Executive Limitation
Policy (ELP) number 5 establishes limits that the Organization’s Chief Executive Officer (CEO) must adhere to
regarding the Organization’s financial condition and activities.  The Organization’s Chief Financial Officer must
provide a semiannual report to the board of director’s that describe compliance or noncompliance with this
executive limitation policy.  This board oversight provides a level of assurance that the Organization is operated in
a prudent financial manner.  Following are provisions from ELP 5 that relate to management of the Organization’s
liquidity.

The CEO shall not:

ELP 5.1. Expend in any single fiscal year more funds than received in the fiscal year, unless unrestricted 
reserve funds are available, the debt guideline in sub-policy 5.2 is met, or the board approves the 
use of long-term reserve funds under sub-policy 5.3.

ELP 5.2. Indebt the organization, in an amount greater than can be repaid by certain, otherwise    
unencumbered revenues within ninety (90) days with the exception of certain long-term 
obligations that are accommodated and funded through the budgeting process, including:

 office lease(s)

 equipment lease(s)

ELP 5.3.Use board-designated long-term reserves without the board of directors’ approval.

ELP 5.4.Fail to settle payroll and debts in a timely manner.

ELP 5.5.Allow tax payments or other government ordered payments or filings to be overdue or 
inaccurately filed.

ELP 5.6.Make a single purchase or commitment of greater than $100,000 without board approval.

ELP 5.7.Acquire, encumber or dispose of real property without board approval.

ELP 5.8.Fail to aggressively pursue receivables after a reasonable grace period.

21



Mountain-Pacific Quality Health
Notes to Financial Statements

Note 11: Concentrations

Approximately 18 percent, 60 percent, 9 percent, and 13 percent of the Organization's revenue was earned under
the QIO contracts with the United States Department of Health and Human Services, Montana Department of
Public Health and Human Services, Federal subcontracts, and other contracts, respectively, during the year ended
June 30, 2021.

Approximately 36 percent, 48 percent, 11 percent, and 5 percent of the Organization's revenue was earned under
the QIO contracts with the United States Department of Health and Human Services, Montana Department of
Public Health and Human Services, Federal subcontracts, and other contracts, respectively, during the year ended
June 30, 2020.

The Organization was awarded a five-year QIO task order contract during the fiscal year ended June 30, 2020.
The initial award totaled $15,426,135 and is effective from November 8, 2019 through November 7, 2024.
Additional funding of $134,400 was added by direct change order in FY 2020 and $918,807 by contract
modification in FY 2021.

Contracts awarded by the Montana Department of Public Health and Human Services Medicaid Program that
provided approximately $1.1 million of funding during the fiscal year ended June 30, 2021 terminated on or
before June 30, 2021.  The Organization was awarded a new Medicaid Program contract that is effective from
July 1, 2021 through June 30, 2022.  The contract award totals $947,000 for the initial one-year effective period.

Note 12: Operating Leases

The Organization leases office space in various locations under separate operating leases as follows:

Helena, Montana:
The July and August 2019 rent was $23,575 per month.  The rented space area was decreased effective
September 2019 and the lease agreement was amended and extended to March 1, 2020.  The monthly rent
under the amended agreement was $17,151.  The lease agreement was extended on a month-to-month basis
through March 2021.

The Organization entered into a new lease agreement for office space at a different location in March of 2021.
Under this agreement office rent is $14,500 per month for two sections of the building identified as the north and
south suites.  The base rent increases annually by two percent over the previous year’s base rent rate.  

The north and south suites are leased through February 28, 2026 and February 28, 2031, respectively, unless
sooner terminated in accordance with terms and conditions of the agreement.  The agreement provides for three
options to extend the north and south suite terms, each for a successive period of three years.  Rent for each
extended term shall be adjusted to the prevailing fair market rent based on a survey of similar properties. 

The Organization may renegotiate the terms of the agreement after the second full year of the lease in the event
that the Organization’s primary federal or state funding contracts are terminated or reduced by twenty-five
percent or more.
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Note 12: Operating Leases (Continued)

The Organization entered into an agreement effective March 1, 2021 through February 28, 2022 to lease 206
square feet of storage space at the Helena Branch of the Federal Reserve Bank of Minneapolis.  The monthly rent
is $464.  The agreement provides for annual renewals, up to five additional years, with an incremental rent
increase of one dollar per square foot each year.

Honolulu, Hawaii:
The July 2019 rent was $15,580 under an agreement that terminated July 31, 2019.  The rented space area was
decreased, and the Organization entered into a new lease agreement effective through October 2024.  The
monthly rent under the new agreement is $8,738.

Anchorage, Alaska:
The July 2019 rent was $8,115 under an agreement that terminated July 31, 2019.  The rented space area was
decreased, and the Organization entered into a new lease agreement effective from August 1, 2019 through July
31, 2020.  The monthly rent under the new agreement was $2,200.  The lease agreement terminated on July 31,
2020 and the Organization vacated the property.

Casper, Wyoming:
The monthly rent from March 2018 through September 2019 was $4,223.  The amount of rented space was
decreased, and the Organization entered into a new lease agreement effective from October 1, 2019 through
September 30, 2020.  The monthly rent under the new agreement was $2,400.  The lease agreement has been
extended on a month-to-month basis since October 2020.

Tamuning, Guam:
The lease agreement terminated on July 31, 2019 and the Organization vacated the property.  July 2019 rent
totaled $1,114.

The minimum rental commitments under the current operating leases in effect on June 30, 2021 are as follows:

2022 $ 289,065
2023 289,357
2024 293,137
2025 227,082
2026 196,054

Total $ 1,294,695

The aggregate rent expense under the operating leases was $348,367 and $406,327 for the years ended
June 30, 2021 and 2020, respectively.
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Note 13: Capital Lease

The Organization entered into a lease/finance agreement effective August 1, 2020 with Dell Financial Services.
The agreement included the leasing of data processing equipment over a thirty-six-month period, with a $1 buy-
out provision at the end of the term.  The fair value of the equipment at the lease inception was $44,177.  The
depreciation expense was $13,499 for the fiscal year ended June 30, 2021.  The imputed interest necessary to
reduce the net minimum lease payments to present value was 4.5 percent.  Interest expense recognized for the
fiscal year ended June 30, 2021 was $1,583.  The lease liability balance is $31,304 at June 30, 2021.

The following schedule reflects the minimum future capital lease and interest payments due each fiscal year
through the final payment in July 2023:

Lease Liability Interest Total

2022 $ 14,661 $ 1,109 $ 15,770
2023 15,335 435 15,770
2024 1,308 5 1,313

Total $ 31,304 $ 1,549 $ 32,853

Note 14: Retirement Plan

The Organization provides a 401(k) and profit-sharing plan for its employees.  The Organization paid plan
expenses totaling $7,500 for each of the fiscal years ended June 30, 2021 and 2020.  The safe harbor employer
contribution is three (3) percent of employee earnings.  For the year ended June 30, 2021, the Organization
contributed an additional 6 percent of employee earnings to the Plan as a discretionary employer contribution.
For the year ended June 30, 2020, the Organization contributed an additional 2.5 percent of employee earnings
to the Plan as a discretionary employer contribution.  Retirement Plan contributions were $422,586 and
$420,138 for the years ended June 30, 2021 and 2020, respectively.  All employees are covered by the Plan,
except for temporary or leased employees.

Employees are 100 percent vested upon enrollment into the Plan. Therefore, there are no forfeiture accounts.

Note 15: Contingency - Federal Contracts

Contracts with the Federal Government provide that both provisional and incurred indirect cost rates are subject
to approval by the cognizant Federal agency.  Incurred cost rates have been approved through the fiscal year
ended June 30, 2012.  The Organization has received incurred cost audits for the fiscal years ended June 30, 2013,
2014, 2015, 2016, 2017 and 2018.  The audit results are pending acceptance by the Centers of Medicare &
Medicaid Services (CMS).  No material adjustments to the incurred cost rates determined by the Organization are
anticipated.

Provisional indirect rates for fringe benefits and other indirect expenses have been approved for fiscal years
ended June 30, 2022 through 2025.  These rates will be subject to review and adjustment by the Organization's
federal audit agency.  Management is of the opinion that the indirect cost rates used to allocate costs to specific
contracts as reflected herein will be approved by the contracting federal agency without material adjustments.

24



Mountain-Pacific Quality Health
Notes to Financial Statements

Note 16: Pending Litigations and Claims

The Organization is involved in various legal actions and claims in the ordinary course of business.  It is the
opinion of management, based upon legal counsel, that the probability of any pending litigation or claims
resulting in a material effect on the Organization's financial position is remote.

Note 17: PPP Loan 

The Organization applied for and received a loan of $1,520,230 on April 10, 2020 pursuant to the Paycheck
Protection Program, administered by the Small Business Administration (SBA).  If the proceeds are used to pay for
qualifying expenses and certain other criteria are met, the SBA may forgive all or a portion of the loan.  The
Organization expects all amounts received under PPP to qualify for 100% forgiveness and views the PPP proceeds
as a conditional grant rather than a loan.  As a result, the Organization has recorded PPP proceeds of $1,008,750
as other income to match the related expenses incurred during the current period. A $511,480 liability remains
on the accompanying statement of financial position as a refundable advance liability - PPP as of June 30, 2020.
This amount has been recognized as income during the year ended June 30, 2021.

On December 1, 2020, the Organization received notice that the SBA has approved full forgiveness for the loan.
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