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INDEPENDENT AUDITORS’ REPORT
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INDEPENDENT AUDITOR’S REPORT

The Board of Directors
Operation PAR, Inc.
Pinellas Park, Florida

We have audited the accompanying statements of financial position of Operation PAR, Inc. (a nonprofit
organization) as of June 30, 2010 and 2009, and the related statements of activities, functional expenses, and cash
flows for the years then ended. These financial statements are the responsibility of the organization’s
management. 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 audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for
our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Operation PAR, Inc. as of June 30, 2010 and 2009, and the changes in its net assets and its cash flows
for the years then ended, in conformity with accounting principles generally accepted in the United States of
America.

In accordance with Government Auditing Standards, we have also issued a report dated on September 27, 2010 on
our consideration of Operation PAR, Inc.’s internal control over financial reporting and our tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of
that report is 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 internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements of Operation PAR,
Inc. taken as a whole. The accompanying schedule of Expenditures of Federal and State Awards and Other
Financial Assistance, Program/Cost Center Actual Revenues and Expenses Schedule, Schedule of State Earnings,
Schedule of Bed-Day Availability Payments, and Schedule of Related Party Transaction Adjustments are presented
for the purpose of additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audits
of State, Local Governments, and Nonprofit Organizations; and Chapter 10.650, Rules of the Auditor General; and
the State of Florida Department of Children and Family, 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 of America. In our opinion, the information is fairly
stated in all material respects in relation to the financial statements as a whole.

/ ) / ~
L) s sl b
CARR, RIGGS & INGRAM, L.L.C

Certified Public Accountants

September 27, 2010
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Operation PAR, Inc.

Statements of Financial Position

June 30, 2010 2009
Assets
Current assets
Cash and cash equivalents $ 3,047,295 $ 1,639,844
Certificates of deposit 512,336 1,915,198
Client funds 10,981 40,768
Receivables (see Note 3)
Grants 1,955,607 2,032,856
Other, net 474,111 438,588
Prepaid expenses 316,591 288,225
Total current assets 6,316,921 6,355,479
Assets limited as to use 13,164 26,528
Property, plant and equipment, net 18,931,365 18,081,950
Investment in joint venture 178,399 -
Other assets 1,383,896 1,162,960
Total assets $ 26,823,745 $ 25,626,917

See accompanying Notes to Financial Statements.

2.



Statements of Financial Position (Continued)

Operation PAR, Inc.

June 30, 2010 2009
Liabilities and Net Assets
Current liabilities
Accounts payable 751,694 $ 549,565
Client funds payable 10,981 40,768
Accrued expenses 1,470,918 1,241,001
Current portion of bonds payable 565,000 535,000
Grant advance 13,829 4177
Current portion of capital lease obligation 5,267 60,657
Total current liabilities 2,817,689 2,431,168
Other accrued expenses 755,405 549,913
Long-term obligations
Long-term bonds payable, net of current portion 1,910,000 2,475,000
Long-term capital lease obligation, net of
current portion - 5,267
Total long-term obligations 1,910,000 2,480,267
Total liabilities 5,483,094 5,461,348
Net assets
Unrestricted
Undesignated 15,282,252 14,178,606
Designated by board
Debt reduction 565,000 595,657
Insurance reserves 3,913,140 3,589,189
Capital improvements 299,700 248,294
Other contingent liabilities 1,280,559 1,553,823
Total net assets 21,340,651 20,165,569
Total liabilities and net assets $ 26,823,745 $ 25,626,917

See accompanying Notes to Financial Statements.
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Operation PAR, Inc.

Statements of Activities

For the year ended June 30, 2010 2009
Unrestricted Net Assets
Support and revenue
Department of Children and Families 7,767,320 7,601,904
Federal and state 5,945,691 6,264,331
Local 1,726,872 1,982,573
Private pay 6,173,459 6,743,908
Medicaid 7,373,978 5,572,752
Third-party insurance 291,551 333,174
Donations in-kind 439,190 493,545
Other support 774,663 768,400
Total support and revenue 30,492,724 29,760,587
Less: deductions from support and revenue:
Contractual expense 3,928,768 3,296,782
Total deductions 3,928,768 3,296,782
Total unrestricted support and revenue 26,563,956 26,463,805

See accompanying Notes to Financial Statements.
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Operation PAR, Inc.

Statements of Activities (Continued)

For the year ended June 30, 2010 2009
Expenses

Salaries 14,988,363 14,809,354
Fringe benefits 3,445,229 3,283,087
Contractual & professional fees 2,001,447 1,870,315
Building & equipment rental 388,995 392,906
Insurance 351,767 339,444
Training & travel 337,159 370,488
Utilities & telephone 903,283 857,998
Repairs & maintenance 832,165 775,676
Printing/postage/data processing 79,250 79,129
Food 625,825 695,542
Supplies 1,644,618 1,647,238
Depreciation 1,070,838 1,105,890
Amortization 16,041 20,207
Interest expense 22,790 147,962
Bad debt expense 96,418 46,132
Other 258,515 297,201

Total expenses 27,062,703 26,738,569

Other revenues (expenses)

Federal grants for plant and equipment 1,699,874 1,455,755
Other grants for plant and equipment 5,699 31,511
Loss on joint venture (32,808) -
Gain on sale of assets 1,064 534
Total other revenues (expenses) 1,673,829 1,487,800
Change in Unrestricted Net Assets 1,175,082 1,213,036
Unrestricted net assets, Beginning of year 20,165,569 18,652,533
Transfer from temporarily restricted assets - 300,000
Unrestricted net assets, End of year $ 21,340,651 20,165,569
Temporarily restricted net assets, Beginning of year  § - 300,000

Transfer to unrestricted net assets

(300,000)

Temporarily restricted net assets, End of year $ - -

See accompanying Notes to Financial Statements.
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Operation PAR, Inc.

Statements of Cash Flows

For the year ended June 30, 2010 2009
Operating Activities
Changes in net assets $ 1,175,082 $ 1,213,036
Adjustments to reconcile change in net assets to
net cash provided by operating activities:
Depreciation and amortization 1,086,879 1,126,097
Gain on the sale of property and equipment (1,064) (534)
Loss on investment in joint venture 32,808 -
Provision for bad debt 96,418 46,132
Cash provided by (used in) due to changes
in assets and liabilities:
Client funds 29,787 10,931
Assets limited as to use 13,364 249,214
Grants and other receivables (54,692) 95,624
Prepaid expenses (28,366) (44,854)
Other assets (236,977) (184,636)
Accounts and client funds payable 172,342 (243,432)
Accrued expenses 435,409 (203,650)
Deferred revenue 9,652 (5,000)
Net cash provided by operating activities 2,730,642 2,058,928
Investing Activities
Net additions of property, plant and equipment (1,920,500) (2,001,273)
Investment in joint venture (211,207) -
Purchase of certificates of deposit (504,940) (1,650,000)
Proceeds from certificates of deposit 1,907,802 878,369
Proceeds from sale of property and equipment 1,311 -
Net cash used in investing activities (727,534) (2,772,904)
Financing Activities
Payments on long-term debt (535,000) (505,000)
Payments on capital lease obligation (60,657) (56,198)
Net cash used in financing activities (595,657) (561,198)
Net Increase (Decrease) in Cash and Cash Equivalents 1,407,451 (1,275,174)
Cash and Cash Equivalents, Beginning of year 1,639,844 2,915,018
Cash and Cash Equivalents, End of year $ 3,047,295 $ 1,639,844
Supplemental disclosure:
Interest paid $ 23,247 $ 151,266

See accompanying Notes to Financial Statements.
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Operation PAR, Inc.

Statement of Functional Expenses

For the year ended June 30, 2010
Program Administrative
Services Fundraising Services Total

Salaries $12,573,173 $ - $ 2415190 $14,988,363
Fringe benefits 2,919,611 - 525,618 3,445,229
Contractual and professional fees 1,628,905 - 372,542 2,001,447
Building & equipment rental 411,518 - (22,523) 388,995
Insurance 304,603 - 47,164 351,767
Travel and transportation 252,600 - 84,559 337,159
Utilities & telephone 808,738 - 94,545 903,283
Repairs & maintenance 617,449 - 214,716 832,165
Printing and postage 60,216 - 19,034 79,250
Food and kitchen costs 612,760 - 13,065 625,825
Supplies 1,545,046 - 99,572 1,644,618
Depreciation 890,549 - 180,289 1,070,838
Amortization 12,852 - 3,189 16,041
Interest expense 12,949 - 9,841 22,790
Bad debt expense 96,418 - - 96,418
Other operating expenses 153,016 23,071 82,428 258,515
Total operating expenses 22,900,403 23,071 4,139,229 27,062,703
Allocation of administrative expenses 4,135,078 4,151 (4,139,229) -
Grand total $27,035481 $ 27,222 $ - $27,062,703

See accompanying Notes to Financial Statements.
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Operation PAR, Inc.

Statement of Functional Expenses

For the year ended June 30, 2009
Program Administrative
Services Fundraising Services Total

Salaries $12,605,736 $ - $ 2203618 $14,809,354
Fringe benefits 2,762,069 - 521,018 3,283,087
Contractual and professional fees 1,566,269 - 304,046 1,870,315
Building & equipment rental 414,568 - (21,662) 392,906
Insurance 293,471 - 45,973 339,444
Travel and transportation 297,358 - 73,130 370,488
Utilities & telephone 760,944 - 97,054 857,998
Repairs & maintenance 566,752 - 208,924 775,676
Printing and postage 63,166 1,024 14,939 79,129
Food and kitchen costs 680,620 - 14,922 695,542
Supplies 1,560,708 - 86,530 1,647,238
Depreciation 874,605 - 231,285 1,105,890
Amortization 12,852 - 7,355 20,207
Interest expense 116,913 - 31,049 147,962
Bad debt expense (recovery) 46,132 - - 46,132
Other operating expenses 164,625 17,420 115,156 297,201
Total operating expenses 22,786,788 18,444 3,933,337 26,738,569
Allocation of administrative expenses 3,930,098 3,239 (3,933,337) -
Grand total $26,716,886 $ 21683 $ - $26,738,569

See accompanying Notes to Financial Statements.
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Operation PAR, Inc.

Notes to Financial Statements

NOTE 1 - DESCRIPTION OF ORGANIZATION AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

Organization

Operation PAR, Inc. (“Organization”) is a not-for-profit organization that provides a
comprehensive system of mental health and substance abuse services. The Organization
administers 54 programs providing substance abuse education, prevention, intervention,
treatment, and research in 15 locations primarily throughout Pinellas, Pasco, Lee and Manatee
Counties. Significant revenue sources are federal, state, and local grants. Other sources of
revenue include fees billed to Medicaid, third-party payors, and individual clients for program
services and donations from private individuals.

Operation Hope for a Brighter Future Foundation, Inc. (“Foundation”) is in the development
stage as a supporting foundation for Operation PAR, Inc. The Foundation was formed as of
June 2, 2003 and has no significant operating revenue or expenses.

Revenue Recognition

Grant funds for reimbursement type grants are deemed to be earned and reported as revenue
when expenditures are incurred in compliance with specific grant requirements.

Grant funds for units of service type grants are deemed to be earned and reported as revenue
when a unit of service is provided in compliance with specific grant requirements.

Amounts due from Medicaid, third-party payors and clients are deemed to be earned and
reported as revenue when the service is provided.

Contributions received are recorded as unrestricted, temporarily restricted, or permanently
restricted support depending on the existence or nature of any donor restrictions. Time-
restricted contributions are required to be reported as temporarily restricted support and are
then reclassified to unrestricted net assets upon expiration of the time restrictions.
Contributions that are restricted by the donor, as well as any related gains and investment
income, are reported as increases in unrestricted net assets if the restrictions expire in the fiscal
year in which the contributions are recognized.

Property and Equipment

Purchased property and equipment are stated at cost. Donated property and equipment are
recorded at estimated fair value as of the date received. Property and equipment purchases or
donations greater than $1,000 are capitalized.

Property acquired with governmental funds is considered to be owned by the Organization while
used in the program for which it was purchased or in other future authorized programs.
However, the granting agency has a reversionary interest in the property; its disposition, as well
as the ownership of any proceeds therefrom, are subject to government regulations.



Operation PAR, Inc.

Notes to Financial Statements

NOTE 1 - DESCRIPTION OF ORGANIZATION AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Depreciation and Amortization

Depreciation is provided for in amounts sufficient to relate the cost of depreciable assets to
operations over their estimated service lives, principally on a straight-line basis. Leasehold
improvements are amortized over the lives of the respective leases or the service lives of the
improvements, whichever is shorter.

Other Assets

Loan issuance costs relating to debt issuances are capitalized and amortized over the life of the
debt. Net remaining loan issuance costs of $76,124 and $87,165 after deduction of
accumulated amortization of $158,586 and $147,545 in 2010 and 2009, respectively, are
included in other assets. Deposits, deferred compensation plan assets, and other
miscellaneous assets are included in other assets at $836,336 and $635,844 in 2010 and 2009,
respectively.

Life Insurance

The Organization is the beneficiary of a $1,000,000 life insurance policy on a former corporate
officer with a cash surrender value of $$471,436 and $439,951 as of June 30, 2010 and 2009,
respectively, which is included in other assets.

Use of Estimates

The preparation of 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 amounts reported in the financial statements and accompanying
notes. Actual results could differ from those estimates.

Fair Value of Financial Instruments

Estimates of fair values are subjective in nature and include uncertainties and matters of
significant judgment and, therefore, cannot be determined with precision. Changes in
assumptions could affect the estimates. The fair values of the Organization’s cash and cash
equivalents, receivables, other assets, accounts payable, accrued expenses, bond payable at
June 30, 2010 and 2009 approximate associated carrying values.
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Operation PAR, Inc.

Notes to Financial Statements

NOTE 1 - DESCRIPTION OF ORGANIZATION AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Income Taxes

The Organization is exempt from federal income taxes under Internal Revenue Code Section
501(c)(3).

The Organization adopted the provisions of ASC 740, “Accounting for Uncertainty in Income
Taxes” on June 30, 2010. As a result of the implementation of ASC 740, the Organization has
not recognized any respective liability for unrecognized tax benefits as it has no known tax
positions that would subject the Organization to any material income tax exposure. A
reconciliation of the beginning and ending amount of unrecognized tax benefits in interest
expense and penalties in operating expenses as there are no unrecognized tax benefits. The
tax years that remain subject to examination are 2007, 2008, and 2009 for all major tax
jurisdictions.

Donated Services

Donated services are reflected at estimated values at date of receipt. These are also reflected
as expenses in the accompanying statements at the same amount. These services are
primarily teaching services donated by a county.

Functional Allocation

The Organization has no material fundraising expenses. All expenses of an administrative
nature are directly related to the Organization’s programs. Administrative expenses are
allocated to the various programs based on each program’s total expenses.

Accounts Receivable

The Organization considers accounts receivable to be substantially collectible. An allowance for
doubtful accounts is established for accounts receivable when collection is doubtful. Accounts
receivable are monitored continuously and are written off when deemed uncollectible based on
contractual terms and age of the account.

Charity Care

The Organization provides care to clients who meet certain criteria under its charity care policy
without charges or at amounts less than established rates. Because the Organization does not
pursue collection of amounts determined to qualify as charity care, they are not reported as
revenue.

Interdepartmental Professional Charges

The Organization charges fees for tests performed for other service programs by its laboratory.
These interdepartmental charges are offset in the total professional fees reported for the year.
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Operation PAR, Inc.

Notes to Financial Statements

NOTE 1 - DESCRIPTION OF ORGANIZATION AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Cash and Cash Equivalents

As of June 30, 2010 and 2009, all cash and cash equivalents consist of bank deposits in
accounts that are federally insured up to $250,000 or are invested in money markets.

Certificates of Deposit

The certificates of deposit are reported at their original cost plus earned interest. The
certificates included in this category all mature within one year of the balance sheet date.

Client Funds

The Organization holds client funds in trust for clients participating in certain treatment
programs.

Reclassification

Certain items have been reclassified in the prior years to reflect a comparative presentation in
the current year.

Management’s Review

Subsequent events have been evaluated through September 27, 2010, which is the date the
financial statements were issued.

NOTE 2 - OTHER THIRD-PARTY PAYOR REVENUE

The Organization has agreements with third-party payors that provide for payments to the
Organization at amounts different from its established rates. The agreements are with
commercial insurance carriers, health maintenance organizations, and preferred provider
organizations. The basis for payment to the Organization under these agreements is based
primarily on negotiated contractual agreements.

NOTE 3 — CERTIFICATES OF DEPOSIT

Certificates of deposit with face values of $504,940 and $1,650,000 were held by the

Organization at June 30, 2010 and 2009, respectively. The certificates bear interest at rates
ranging from 1.4% to 4.0% and original maturities of 12 months.
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Operation PAR, Inc.

Notes to Financial Statements

NOTE 4 - RECEIVABLES

Grant receivables, client fee receivables, and third-party payor settlements represent amounts
expected to be collected as follows:

June 30, 2010 2009

Grants receivable $ 1,955,607 $ 2,032,856

The Organization has considered the collectability of the grant receivable and has determined
an allowance is not necessary.

Other receivables:

June 30, 2010 2009
Third-party payors, gross $ 368,616 $ 354,946
Client fees (private pay) 2,159,657 1,915,304
Other receivables 48,083 56,559
Allowance for uncollectible (2,087,968) (1,852,516)
Allowance for third-party contractuals (14,277) (35,705)
Other receivables, net $ 474111 $ 438,588

13-



Operation PAR, Inc.

Notes to Financial Statements

NOTE 5 - PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are summarized as follows:

June 30, 2010 2009
Land $ 2,209,922 $ 2,209,922
Building and improvements 17,610,645 17,610,645
Leasehold improvements 3,132,431 3,095,777
Equipment 4,720,497 4,614,187
Equipment under capital lease 170,000 170,000
Land improvements 273,019 273,019
Construction in process 2,085,416 523,274
30,201,930 28,496,824
Accumulated depreciation (11,270,565) (10,414,874)

$ 18,931,365 $ 18,081,950

NOTE 6 — SUPPORT RECEIVED FROM GOVERNMENTAL AGENCIES WHICH REQUIRED
MATCH

The Organization has contracts with various agencies that require a local match. The
Organization provided local matching funds in excess of $1,030,840 and $759,007 in 2010 and
2009, respectively.

NOTE 7 — LINE OF CREDIT

The Organization has a line of credit with a bank for $500,000 as of June 30, 2010 of which $-0-
had been used at June 30, 2010 and 2009. The line of credit bears interest at the bank’s prime
rate. The balance on the line of credit plus interest is due within 30 days of the bank’s demand.
The line of credit is secured by a lien and security interest in all property including any balance
or share of any deposit, trust or agency account of the Organization.
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Operation PAR, Inc.

Notes to Financial Statements

NOTE 8 - LONG-TERM DEBT

June 30, 2010 2009

$7,000,000 Variable Rate Demand Revenue Bonds $ 2,475,000 $ 3,010,000
Total long-term debt 2,475,000 3,010,000
Less: current maturities 565,000 535,000
Total long-term debt, net of current maturities $ 1,910,000 $ 2,475,000

Maturities of long-term obligations are as follows:

Year Principal
2012 $ 605,000
2013 635,000
2014 670,000
$ 1,910,000

On June 15, 1999, the Pinellas County Industry Council issued 15-year $7,000,000 Variable
Rate Demand Revenue Bonds (“Operation PAR Project”), Series 1999 (the “Bonds”). The
proceeds were used for the purpose of financing or refinancing the costs of acquiring and
constructing or refurbishing certain mental health and substance abuse treatment facilities at
various locations. The Bonds were issued pursuant to an Indenture of Trust between the
Pinellas County Industry Council and a financial institution, as Trustee. The loan agreement
related to the bonds is collateralized by an irrevocable letter of credit issued by the bank (the
“Trustee”) for $2,781,100, which expires on January 30, 2011 and will automatically renew for
one year every year through June 1, 2014, the final expiration date, unless notice not to extend
is given at least 60 days prior to the renewal date. Therefore, these Bonds are considered long-
term except for the current portion related to the regular quarterly installments. In addition, the
loan agreement contains covenants that require the Organization to maintain certain financial
ratios and a threshold of unrestricted net assets.

The letter of credit (“Note”) was originally secured by first mortgages on eight properties. During
2003, Operation PAR, Inc. negotiated the sale of one of those properties, known as Springbrook
Hospital in Hernando County, for a $3,100,000 sale price. The financial institution agreed to
accept $1,800,000 from proceeds from the sale of Springbrook to release the mortgage on
Springbrook and, at the Organization’s request, those funds were placed in an escrow account
with the financial institution before applying the funds to the Bonds.

-15-



Operation PAR, Inc.

Notes to Financial Statements

NOTE 8 — LONG-TERM DEBT (Continued)

The Organization then requested that the $1,800,000 not be applied to the Bonds and that the
Organization be permitted to utilize the funds for various capital improvements as outlined in a
memo to the financial institution dated June 10, 2003.

The financial institution consented to releasing the escrow account with the following conditions:

e Availability under the above-referenced Note (Note 6) shall be permanently reduced
from $1,200,000 to $500,000.

e As financial statements required under terms of the loan documents are submitted,
the Organization shall include a schedule of capital improvements made during such
period.

e The Organization shall pay a $1,500 fee related to necessary counsel document
review and preparation of releases.

Regularly scheduled repayment is to be made by the Organization according to the terms of the
loan documents.

The Bonds are remarketed on a weekly basis and bear interest at a variable rate that cannot
exceed the maximum rate allowed by law. The rate was 0.45% and 0.52% (before letter of
credit and remarketing fees) at June 30, 2010 and 2009, respectively. The Company has the
option to lock the interest rate until maturity of the Bonds at the lower of the maximum rate
allowed or at the rate determined by the remarketing agent in accordance with the Indenture of
Trust. Conversion from the variable rate requires a mandatory tender offer to all current holders
of bonds. The remarketing agent will then resell the bonds. Concurrent with this borrowing, the
Organization entered into an interest rate swap agreement to reduce the impact of changes in
interest rates during the variable rate period. The agreement effectively changes the
Organization’s interest rate exposure during the variable rate period of the Bonds to a fixed
4.49% for approximately $-0- and $2,064,000 of bonds outstanding at June 30, 2010 and 2009,
respectively. The interest rate swap agreement matured July 1, 2009 and was not renewed.
Therefore, only the variable interest rate was used to calculate interest expense.

During the variable rate period, any holder of the Bonds may, subject to the terms of the
Indenture of Trust, require the repurchase of all or a portion of the Bonds at a price equal to the
principal amount of the Bonds plus accrued interest. The Indenture of Trust allows the Trustee
to draw upon the letter of credit for payment of interest on a monthly basis and for any tender
advances. The Organization is required to repay the interest draws immediately and tender
advances at the earlier of 1) the bonds tendered are resold, 2) the first anniversary of the tender
advance, 3) the final maturity of the bonds, or 4) the termination date of the letter of credit (the
last day a drawing is available on the letter before its expiration). The letter of credit agreement
is collateralized by a pledge agreement, the mortgaged property and all fixtures, leases, rentals,
sales, etc., relating to the property, as well as all gross revenue, accounts receivable and other
accounts related to the mortgaged property.

-16-



Operation PAR, Inc.

Notes to Financial Statements

NOTE 8 — LONG-TERM DEBT (Continued)

The Bonds are also subject to mandatory or optional redemption at the direction of the
Organization. Mandatory redemption, upon termination of taxability or the project ceases to be
a “healthcare facility,” is at 100% of the principal plus accrued interest. The Bonds may also be
redeemed during the variable rate period at 100% plus accrued interest. During the fixed rate
period, the Bonds may be redeemed at redemption prices ranging from 101% to 100% of
principal plus accrued interest based upon the date of redemption. A portion of the Bonds is
subject to mandatory quarterly redemptions at a price equal to the principal installments due
quarterly, in accordance with the loan document, which range from $95,000 to $170,000. The
last quarterly installment is due June 1, 2014. In fiscal years 2010 and 2009, the current portion
of the bonds payable was $565,000 and $535,000, respectively, due in quarterly installments.

Interest expense on long-term obligations amounted to approximately $23,000 and $148,000 in
2010 and 2009, respectively. The recorded value of long-term obligations approximates fair
value.

NOTE 9 - CAPITAL LEASE

During 2007, the Organization leased a piece of equipment under a capital lease agreement.
The economic substance of the lease is that the Organization is financing the acquisition of the
asset through the lease, and accordingly is recorded in the Organization’s assets and liabilities.
The lease agreement contains a bargain purchase option at the end of the lease term.

The following is a schedule by year of the future minimum payments required under the lease
together with the present value as of June 30, 2010:

2011 5,301
Total minimal lease payments 5,301
Less amount representing interest 34
Present value of minimum lease payments $ 5,267

NOTE 10 - DONATED SERVICES

The Organization received donated services from the Pinellas County School Board for teaching
services utilized at various programs with school-age children and with adults who are working
to obtain their GED. The donated services were valued by the Pinellas County School Board at
approximately $439,000 and $493,000 for the years ended June 30, 2010 and 2009,
respectively. The Organization also received approximately $0 and $600 in donated rent for
2010 and 2009.
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Operation PAR, Inc.

Notes to Financial Statements

NOTE 11 - OPERATING LEASES

The Organization conducts a portion of its operations in leased facilities and uses various
leased assets in its operations. These leases are noncancelable operating leases, which expire
at various dates through fiscal year 2015.

The minimum rental commitments under operating leases are as follows:

Year ended June 30,

2011 $ 220,825
2012 220,373
2013 216,971
2014 211,508
2015 208,937

The amount of rental expense paid on these leases during fiscal year 2010 and 2009 was
$326,783 and $354,550, respectively.

NOTE 12 - RECONCILIATION OF FEDERAL, STATE, AND LOCAL REVENUE

The following schedule reconciles total federal, state, and local revenues as shown on the
attached Schedule of Expenditures of Federal and State Awards with the Statement of Activities
for the fiscal year ended June 30, 2010.

Department of Children and Families $ 7,767,320
Federal and State 5,945,691
Local 1,726,872
Federal Grants for Plant and Equipment 1,699,874
Other Grants for Plant and Equipment 5,699

Total Federal, State, and Local Revenue $ 17,145,456

NOTE 13 —- COMMITMENTS
Assets Limited as to Use

The Organization has agreed to utilize $1,800,000 received from the proceeds of the sale of
Springbrook Hospital in 2003 to fund renovations and construction per an agreement with a
financial institution. The board approved the following improvements: $107,320 for furnishings
at the Therapeutic Community, $17,077 for land preparation and development at PAR Village
North, $250,907 for renovations and building at COSA, $1,376,981 for land and building at
Pasco MAPS (formerly known as NATC), and $47,715 for renovations at Highpoint.
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Operation PAR, Inc.

Notes to Financial Statements

NOTE 13 - COMMITMENTS (continued)

The Organization has expended $1,786,836 of the $1,800,000 capital improvement money as of
June 30, 2010.

The Organization received a grant in September 2005 for approximately $3,000,000 for a
Family Guidance Center construction project in Pasco County. As of June 30, 2010, the
Organization has expended approximately $2,068,000 in total for the Pasco County project.

The Organization is self-insured for employee health benefits up to a total aggregate of
approximately $2,095,000 for calendar year 2010 with individual stop loss at $75,000. As of
June 30, 2010 and 2009, the Organization has recorded a liability for claims incurred but not
reported and specific large claims of approximately $448,000 and $254,000, respectively.

NOTE 14 - EMPLOYEE RETIREMENT PLANS

The Organization administers its own defined contribution 401(k) plan. The Organization
matches 50% of the employee’s first 6% of compensation. Contributions by the employer to the
employee retirement plans were $159,571 and $149,779 for the years ended June 30, 2010 and
2009, respectively. These contributions are net of forfeitures available in the plan to be used to
offset the employer contribution. The forfeitures used in 2010 and 2009 were $3,512 and
$2,265, respectively.

The Organization also administers nonqualified deferred compensation plans for the benefit of
senior executives. One plan allows for participant contributions, while other plans allow for
employer contributions to be made at the sole discretion of the board of directors. Per the plan
agreements, the plans assets remain general assets of the Organization until such time
amounts are distributed to participants in accordance with plan provisions. Employer
recognized expense to the employer only funded plans were $196,058 and $85,000 for the
years ended June 30, 2010 and 2009. Total cash contributions to the plans for the years ended
June 30, 2010 and 2009 were $196,058 and $170,000, respectively. The total plan assets
included with other assets as of June 30, 2010 and 2009 were approximately $755,000 and
$550,000, respectively.

NOTE 15 — RISKS AND UNCERTAINTIES

The Organization is dependent upon grants and fees from federal, state, and local agencies for
its principal source of funding. Grants received directly from, or passed through the Department
of Children and Families account for approximately 45% of total federal, state and local grant
funding. A significant decline in federal, state, or local agency funding could adversely affect the
operating results of the Organization.
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Operation PAR, Inc.

Notes to Financial Statements

NOTE 15 — RISKS AND UNCERTAINTIES (continued)

For the year ending June 30, 2009, the Organization was exposed to credit loss in the event of
nonperformance by the financial institution in the interest rate swap agreement associated with
the revenue bonds payable discussed in Note 7. However, the Organization did not anticipate
nonperformance by the financial institution. As discussed in Note 7, the interest rate swap
agreement matured on July 1, 2009 and was not renewed.

The Organization received funds from various governmental and public funding agencies that
have been recorded as revenues. These grants and contracts are subject to audit by the
granting agencies.

NOTE 16 — CONCENTRATION OF CREDIT RISK FOR CASH HELD IN BANK

During the year, the Organization will occasionally have amounts on deposit at financial
institutions that exceed the FDIC limit. The Organization believes there is no significant risk with
respect to these deposits.

NOTE 17 — CHARITY CARE

The amount of charges foregone for services and supplies furnished under the Organization’s
charity care policy aggregated approximately $4,550,000 and $5,005,000 in 2010 and 2009,
respectively. The Organization provided charity care services for 25 and 39 counties during
2010 and 2009, respectively, in the approximate values of:

County 2010 2009

Pinellas $ 1,487,000 $ 1,615,000
Pasco 637,000 714,000
Hillsborough 20,000 26,000
Manatee 790,000 896,000
Lee 827,000 950,000
Charlotte 147,000 134,000
Collier 60,000 68,000
Hernando 96,000 99,000
Sarasota 435,000 458,000
All other counties 51,000 45,000
Total $ 4,550,000 $ 5,005,000
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Operation PAR, Inc.

Notes to Financial Statements

NOTE 18 - TEMPORARILY RESTRICTED NET ASSETS

The Organization received a donation of 40 acres of land valued at $300,000 located in Pasco
County as a temporarily restricted contribution in December 2002. The land is restricted to build
a treatment facility specializing in treatment of mothers and families. During 2009, construction
was started and the restriction was released.

NOTE 19 - FAIR VALUE MEASUREMENTS

Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC) 820,
Fair Value Measurements and Disclosures, provides the framework for measuring fair value.
That framework provides a fair value hierarchy that prioritizes the inputs to valuation techniques
used to measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices
in active markets for identical assets (level 1 measurements) and the lowest priority to
unobservable inputs (level 3 measurements). The three levels of the fair value hierarchy under
the FASB ASC 820 are described as follows:

Level 1: Inputs to the valuation methodology are unadjusted quoted prices for identical assets or
liabilities in active markets that the plan has the ability to access.

Level 2: Inputs to the valuation methodology include
e quoted prices for similar assets in active markets;
e quoted prices for identical or similar assets in inactive markets;
e inputs other than quoted prices that are observable for the asset;
e inputs that are derived principally from or corroborated by observable market data by
correlation or other means.

If the asset has a specified (contractual) term, the level 2 input must be observable for
substantially the full term of the asset.

Level 3: Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.

The asset’s fair value measurement level within the fair value hierarchy is based on the lowest
level of any input that is significant to the fair value measurement. Valuation techniques used
need to maximize the use of observable inputs and minimize the use of unobservable inputs.

Following is a description of the valuation methodologies used for assets measured at fair value.
There have been no changes in the methodologies used at June 30, 2010 and 2009.

Money markets: Valued at the net asset value (NAV) of shares held at year end.
Mutual funds: Valued at the net asset value (NAV) of shares held at year end.

Certificates of deposit: Valued at their original cost with the accrued interest to date.
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Operation PAR, Inc.

Notes to Financial Statements

NOTE 19 - FAIR VALUE MEASUREMENTS (Continued)

Cash surrender value of life insurance policies: Valued at the gross cash surrender value.

The following table sets forth by level, within the fair value hierarchy, the Organization’s assets

at fair value:

Assets at Fair Value as of June 30, 2010

Level 1 Level 2 Level 3 Total
Money markets $ - $ 1,666,484 $ - $ 1,666,484
Mutual funds - large growth 7,381 - - 7,381
Mutual funds - mid-cap growth 40,633 - - 40,633
Certificates of deposit - 1,000,813 - 1,000,813
Cash surrender value of
life insurance policy - - 471,436 471,436
Total assets at fair value $ 48,014 $ 2,667,297 $ 471,436 $ 3,186,747
Assets at Fair Value as of June 30, 2009
Level 1 Level 2 Level 3 Total
Money markets $ - $ 511,155 $ - $ 511,155
Mutual funds - large growth 5,828 - - 5,828
Mutual funds - mid-cap growth 32,931 - - 32,931
Certificates of deposit - 1,915,198 - 1,915,198
Cash surrender value of
life insurance policy - - 439,951 439,951
Total assets at fair value $ 38,759 $ 2,426,353 $ 439,951 $ 2,905,063
The following table provides further details of the Level 3 fair value measurements:

Year ended June 30, 2010 2009

Beginning balance $ 439,951 $ 409,377

Change in cash surrender value 31,485 30,574

Ending balance $ 471,436 $ 439,951

The change in cash surrender value is included in other support in the Statements of Activities.
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Operation PAR, Inc.

Notes to Financial Statements

NOTE 20 — INVESTMENT IN JOINT VENTURE

During the June 30, 2010 fiscal year Operation PAR and Boley Centers formed an equally
owned Florida corporation named Solutions for Administrative Services, Inc. (SAS). SAS has
since filed for tax-exempt status with the Internal Revenue Service.

The primary purpose of the Corporation is to serve as an administrative services organization
that efficiently provides management, support and administrative services to qualifying tax-
exempt organizations that operate in the geographic area served by the Corporation, including
the Corporation's current members, Boley Centers, Inc. and Operation PAR, Inc. The members
and other area tax-exempt organizations desiring to utilize the Corporation's services shall have
the benefit of collaborating and sharing a variety of management and related administrative
services, thereby gaining efficiencies and economies of scale and enabling the participating tax-
exempt organizations to focus on their respective missions, goals and programs for which they
are organized. Specific services that will be provided by the Corporation include four core
service areas: human resources, finance/accounting and electronic health record (EHR)
development/management, information technology, property management, and support
services.

Operation PAR invested $211,207 in the joint venture during the June 30, 2010 year to fund
start-up organization costs and new computer software applications.

The operating loss of SAS for the year ended June 30, 2010 was $32,808 and was accounted
for under the equity method of accounting.
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Operation PAR, Inc.

Schedule of Expenditures of Federal and State Awards and Other
Financial Assistance

For the year ended June 30, 2010

FEDERAL GRANTOR/ FEDERAL STATE PASS-THROUGH

PASS-THROUGH GRANTOR/ CFDA CSFA GRANTOR'S FEDERAL STATE OTHER
PROGRAM TITLE NUMBER NUMBER NUMBER EXPENDITURES EXPENDITURES EXPENDITURES

U.S. DEPARTMENT OF AGRICULTURE

Passed Through State of Florida Dept. of Education

National School Board Lunch 10.555 01-0222
$ 52,606
Florida Dept. of Agriculture/USDA Commodities 10.550 6,712
TOTAL U.S. DEPT OF AGRICULTURE $ 59,318 § - $ -
U.S. DEPARTMENT OF HEALTH
AND HUMAN SERVICES
Direct Programs:
PAR Village North Construction Project 93.887* 1 C76 HF05827-01 1,562,144
Family Achievement in Recovery (FAIR) 93.243* 1 H79 T1019605-01 123,329
93.243* 1 H79 T1019605-02 361,304
Live Free Substance Abuse - Prevention 93.276 1 H79 SP13502-04 29,187
Coalition of Pinellas Co. 93.276 1 H79 SP13502-05 81,169
PAR Adolescent Recovery and Intervention Services 93.243* 1 H79 TI017761-03 79,707
U-Turn New Directions Toward Recovery and 93.243* 1 H79 T1020566-01 139,326
Independent Living 93.243* 1 H79 T1020566-02 277,411
Cornerstone of Successful Achievement 93.243* 1 H79 T1019787-01 129,768
Women's Empowerment Initiative 93.243* 1 H79 T1019787-02 347,863
Bay Area Young Offender Re-entry Program 93.243* 1 H79 T1021580-01 277,120
Stop Act 93.243* CH9SP16223A 35,761
Passed through State of Florida Dept Children/Families:
Alcohol, Drug Abuse and Mental Health Services- 93.959 HDO1R 105,660
Circuit 20
Central Florida Behavioral Health Network, Inc. 93.959 CF2010-1011 3,979,938
Alcohol, Drug Abuse and Mental Health Services 93.558 CF2010-1011 564,979
60.029** CF2010-1011 133,266
60.053 CF2010-1011 6,262
60.030 CF2010-1011 1,646,174
60.033 CF2010-1011 1,166,639
Capital Improvement Funding - Detox renovations 32,800
Prevention Partnership Grant 93.959 PPG02 131,557
Direct Programs:
State of Florida Department of Health:
Healthy Start 93.926 PS 913 22,975
93.926 PSA11 63,681
Florida Department of Juvenile Justice:
Juvenile Assessment Center 80.020* P2025 336,767
Pasco Adolescent Intervention Center 80.022* X1462 650,415
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Operation PAR, Inc.

Schedule of Expenditures of Federal and State Awards and Other
Financial Assistance

For the year ended June 30, 2010

FEDERAL GRANTOR/ FEDERAL STATE PASS-THROUGH

PASS-THROUGH GRANTOR/ CFDA CSFA GRANTOR'S FEDERAL STATE OTHER
PROGRAM TITLE NUMBER NUMBER NUMBER EXPENDITURES EXPENDITURES EXPENDITURES

Florida Department of Law Enforcement:
Project Northland 84.186 2008-DFC-PINE-2-t6-024 13,555
84.186 2009-DFC-PINE-1-X1-018 35,432

Passed Through Other Organizations:

Coordinated Child Care (Title XX) 93.666 N/A 96,565
University of Miami - Clinical Trials Network 93.230 1 U10 DA13720 4,624
93.230 20,178
3,391
93.230 CTN-028 ADHD 22,397

Titan Pharmaceuticals, Inc. - Probuphine Clinical Study 1RC2DA028910-01 3,500

Florida State University:

Substance Abuse Response Guide Project (SARG) 93.243* R01147 65,392
1,500

Mentoring 93.243* RO1186 1,915
R01257 4,791

Pinellas County Sheriff's Office:
Project Recovery Enhancement Program 93.243* 1 H79 T1020373-01 68,838
1 H79 T1020373-02 158,279

Pinellas County Board of County Commissioners:
Pinellas County Adult Drug Court Collaborative 93.243* 1 H79 T1020117-01 35,550
1 H79 T1020117-02 93,595

Family Resources, Inc.:

Family Connect Program 93.651 90CB0163/01 27,418
90CB0163/02 95,932
TOTAL U.S. DEPT OF HEALTH & HUMAN SERVICES $ 9,062,231 3,939,523 § 36,300

U.S. DEPARTMENT OF HOUSING
AND URBAN DEVELOPMENT

Passed through Local Government

or Other Organizations:

Supportive Housing-Homeless Veterans 14.235 FL29B97-0207 58,597
41,855
TOTAL DEPT. OF HOUSING AND URBAN DEVELOPMENT $ 100,452 $ - $ -

U.S. DEPARTMENT OF JUSTICE

Passed through Local Government:

Pinellas County - Trust Funds (Oral Swab Testing) N/A N/A 3,177
Pinellas County - Trust Funds (Renovations) N/A N/A 4,591
Pinellas County - Trust Funds (Prevention supplies) N/A N/A 8,365
ARRA - Pinellas County - JAG Adult Drug Court 16.803* 2010-JAGC-PINE-9-4X-175 47,142
ARRA - Pinellas County - JAG Adult ReEntry 16.803* 2010-ARRC-PINE-4-W7-240 55,840
ARRA - Pinellas County - Drug Court Pilot Program 16.803* P.O. #231866 6,747
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Operation PAR, Inc.

Schedule of Expenditures of Federal and State Awards and Other
Financial Assistance

For the year ended June 30, 2010

FEDERAL GRANTOR/ FEDERAL STATE PASS-THROUGH

PASS-THROUGH GRANTOR/ CFDA CSFA GRANTOR'S FEDERAL STATE OTHER
PROGRAM TITLE NUMBER NUMBER NUMBER EXPENDITURES EXPENDITURES EXPENDITURES

Passed Through State of Florida Dept of Corrections:

Adult Outpatient 70.016** C2298 17,142
Secured Long-Term Residential 70.016** C2178 1,831,293
Prison Diversion Program 70.003** DO1656419 102,368
TOTAL U.S. DEPT OF JUSTICE $ 109,729 § 1,950,803 $ 16,133

U.S. DEPARTMENT OF
TRANSPORTATION

Passed through State of Florida

Dept. of Transportation 20.513 N/A 41,349
57,002
TOTAL U.S. DEPT OF TRANSPORTATION $ 98,351 $ - $ -
TOTAL FEDERAL ASSISTANCE $ 9,430,081 $ 5,890,326 $ 52,433

LOCAL GRANTS

Pinellas County Sheriff's Office:

In-Jail Methadone Services N/A N/A 14,654
Expanded IMPACT N/A N/A 11,819
31,232

Pinellas County Health & Human Services Department:
Detox N/A N/A 51,815
N/A N/A 146,250
Juvenile Welfare Board-COSA N/A N/A 86,650
Juvenile Welfare Board-COSA N/A N/A 290,061
Juvenile Welfare Board-ALPHA N/A N/A 27,511
Juvenile Welfare Board-ALPHA N/A N/A 44,000
Juvenile Welfare Board-Academy N/A N/A 157,996
Juvenile Welfare Board-Academy N/A N/A 345,706
Juvenile Welfare Board-Juvenile Outpatient N/A N/A 37,553
Pinellas County School Board (Alpha Counselor) N/A N/A 4,666
N/A N/A 23,333
Community Action Stops Abuse - Peacemakers N/A N/A 9,179
N/A 25,210
United Way of Pinellas County N/A N/A 85,287

Pinellas County Board of County Commissioners:

Drug Court- Adult Outpatient Level Il & 11l N/A P.O. #228099 43,139
Drug Court- Adult Outpatient Level Il & 11l N/A P.O. #231363 116,600
Homeless Street Outreach Program N/A P.O. #223732 19,735
P.O. #223732 14,464

P.O. #231984 29,971

Manatee County In-Jail Methadone Services N/A N/A 4,052
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Operation PAR, Inc.

Schedule of Expenditures of Federal and State Awards and Other
Financial Assistance

For the year ended June 30, 2010
FEDERAL GRANTOR/ FEDERAL STATE PASS-THROUGH
PASS-THROUGH GRANTOR/ CFDA CSFA GRANTOR'S FEDERAL STATE OTHER
PROGRAM TITLE NUMBER NUMBER NUMBER EXPENDITURES EXPENDITURES EXPENDITURES
Lee County In-Jail Methadone Services N/A N/A 3,071
Charlotte County In-Jail Methadone Services N/A N/A 400
Collier County In-Jail Methadone Services N/A N/A 2,158
R Club N/A N/A 1,662
Community Pride Child Care, Inc. N/A N/A 1,652
Eckerd Community Alternatives N/A N/A 15,110
PEMHS N/A N/A 19,874
50,318
Keep Kids Drug Free Foundation, Inc.
Regional Prevention Center N/A 40,000
Mini-Grants N/A 2,500
City of St. Petersburg - Weed & Seed N/A N/A -
City of St. Petersburg - Homeless Outreach N/A N/A 7,817
Allegany Franciscan Ministries, Inc. N/A N/A 7171
TOTAL LOCAL ASSISTANCE $ - $ - $ 1,772,616
TOTAL ASSISTANCE $ 9,430,081 $ 5,890,326 $ 1,825,049
TOTAL FEDERAL, STATE AND LOCAL ASSISTANCE $ 17,145,456

* Major Program
** Major Project

Note 1: Prepared on the accrual basis of accounting in accordance with
generally accepted accounting principles.

Note 2: Column entitled "Transfers to Subrecipients" has been excluded
as it is not applicable.
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Operation PAR, Inc.

Notes to the Schedule of
Expenditures of Federal Awards
and Other Financial Assistance
For the Year Ended June 30, 2010

NOTE 1 — BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards (the “Schedule”) includes the
federal grant activity of Operation PAR, Inc. under programs of the federal government for the
year ended June 30, 2010. The information in this schedule is presented in accordance with the
requirement of the Office of Management and Budget (OMB) Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations. Because the schedule presents only a
selected portion of the operations of Operation PAR, Inc. it is not intended to and does not
present the financial position, changes in net assets or cash flows of Operation PAR, Inc.

NOTE 2 —- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in OMB Circular A-122,
Cost Principles for Non-profit Organizations, wherein certain types of expenditures are not
allowable or are limited as to reimbursement.

-28-



CARR g:n::, gu;gsS& I:gram, LLC
Y / RlGGS & rew 1re__l
L\ Clearwater, Florida 33765
=\ INGRAM

CPAs and Business Advisors (727) 446-0504
(727) 461-7384 (fax)
WWW.Cricpa.com

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
Operation PAR, Inc.
Pinellas Park, Florida

We have audited the financial statements of Operation PAR, Inc. as of and for the year ended
June 30, 2010, and have issued our report thereon dated September 27, 2010. We conducted
our audit 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.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Operation PAR, Inc.’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of Operation PAR, Inc.’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the Organization’s internal
control over financial reporting.

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.

Our consideration of internal control over financial reporting 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 financial reporting that might be deficiencies, significant deficiencies, or
material weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Operation PAR, Inc.’s financial
statements are free of 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 determination of financial statement amounts.
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.
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This report is intended solely for the information of the audit committee, management, others
within the entity, and federal awarding agencies and pass-through entities and is not intended to
be and should not be used by anyone other than these specified parties.

(;MAJI /&)% “L;Zt&/( A, LLC
CARR, RIGGS & INGRAM, L.L.C.

Certified Public Accountants

September 27, 2010
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INDEPENDENT AUDITOR’S REPORT ON

COMPLIANCE WITH REQUIREMENTS THAT COULD HAVE
A DIRECT AND MATERIAL EFFECT ON EACH MAJOR
FEDERAL PROGRAM AND STATE PROJECT

AND ON INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133 AND
CHAPTER 10.650, RULES OF THE AUDITOR GENERAL

To The Board of Directors
Operation PAR, Inc.
Pinellas Park, Florida

Compliance

We have audited Operation PAR, Inc.’s compliance with the types of compliance requirements
described in the OMB Circular A-133 Compliance Supplement, and the requirements described
in the Department of Financial Services State Projects Compliance Supplement, that could have
a direct and material effect on each of Operation Par Inc.’s major federal programs and state
projects for the year ended June 30, 2010. Operation PAR, Inc.’s major federal programs and
state projects are identified in the summary of the auditor’s results section of the accompanying
schedule of findings and questioned costs. Compliance with the requirements of laws,
regulations, contracts and grants applicable to each of its major federal programs and state
projects is the responsibility of Operation PAR, Inc.’s management. Our responsibility is to
express an opinion on Operation PAR, Inc.’s compliance based on our audit.

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;
OMB Circular A-133; Audits of States, Local Governments, and Non-Profit Organizations; and
Chapter 10.650, Rules of the Auditor General. Those standards, OMB Circular A-133, and
Chapter 10.650, Rules of the Auditor General, 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 or state project. An audit includes examining, on a test basis, evidence about
Operation PAR, Inc.’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. Our audit does not provide a legal determination
on Operation PAR, Inc.’s compliance with those requirements.

In our opinion, Operation PAR, Inc. complied in all material respects, with the compliance
requirements referred to above that could have a direct and material effect on each of its major
federal programs and state projects for the year ended June 30, 2010.

Internal Control Over Compliance

Management of Operation PAR, Inc. is responsible for establishing and maintaining effective
internal control over compliance with the requirements of laws regulations, contracts, and grants
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applicable to federal programs and state projects. In planning and performing our audit, we
considered Operation PAR, Inc.’s internal control over compliance with requirements that could
have a direct and material effect on a major federal program or state project to determine the
auditing procedures for the purpose of expressing our opinion on compliance and to test and
report on internal control over compliance in accordance with OMB Circular A-133 and Chapter
10.650, 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 Operation
PAR Inc.’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 or state project 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 or state project will
not be prevented, or detected and corrected, on a timely basis.

Our consideration of the internal control over compliance was for the limited purpose described
in the first paragraph of this section was not designed to identify all deficiencies in internal
control over compliance that might be deficiencies, significant deficiencies, or material
weaknesses. We did not identify any deficiencies in internal control over compliance that we
consider to be material weaknesses, as defined above.

This report is intended solely for the information of the audit committee, management and

federal and state awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than those specified parties.

KML} /d)JA ‘#_;Zt*/f A, (L C
CARR, RIGGS & INGRAM, L.L.C.

Certified Public Accountants

September 27, 2010
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Operation PAR, Inc.

Schedule of Findings and Questioned Costs
June 30, 2010

Part A — Summary of Audit Results

1.

The auditors’ report expresses an unqualified opinion on the financial statements of
Operation PAR, Inc.

No significant deficiencies or material weaknesses were disclosed during the audit of the
financial statements.

No instances of noncompliance material to the financial statements of Operation PAR,
Inc., which would be required to be reported in accordance with Government Auditing
Standards, were disclosed during the audit.

No significant deficiencies or material weaknesses were disclosed during the audit of the
major federal award programs and state financial assistance projects.

The auditors’ report on compliance for the major federal award programs and state
financial assistance projects for Operation PAR, Inc. expresses an unqualified opinion.

There were no audit findings relative to the major federal award programs and state
financial assistance projects for Operation PAR, Inc. to be reported in Part C of this
Schedule.

The programs/projects tested as major programs/projects included:

FEDERAL PROGRAMS
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Federal

CFDA No. Grant Number

PASSED THROUGH DEPARTMENT OF HEALTH
AND HUMAN SERVICES

93.243 PAR Adolescent Recovery and Intervention 1 H79TI017761-03
Services (PARIS)

93.243 Family Achievement in Recovery (FAIR) 1 H79TI019605-01

93.243 Family Achievement in Recovery (FAIR) 1 H79TI019605-02

93.243 Bay Area Young Offender Reentry Program 1 H79T1021580-01
(YORP)

93.243 U-Turn New Directions Toward Recovery and 1 H79T1020566-01
Independent Living

93.243 U-Turn New Directions Toward Recovery and 1 H79T1020566-02
Independent Living

93.243 Cornerstone of Successful Achievement Women’s 1 H79TI019787-01
Empowerment Initiative

93.243 Cornerstone of Successful Achievement Women’s 1 H79TI1019787-02
Empowerment Initiative

93.243 Stop Act CHOSP16223A

93.887 PAR Village North Construction Project 1 C76 HF05827-01
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PASSED THROUGH OTHER ORGANIZATIONS

93.243 Florida State University — Live Free — Substance R01147
Abuse Response Guide Project (SARG)
93.243 Florida State University — Live Free - Mentoring RO1186
93.243 Florida State University — Live Free - Mentoring R01257
U.S. DEPARTMENT OF JUSTICE
Federal
CFDA No. Grant Number
PASSED THROUGH LOCAL GOVERNMENT

16.803 ARRA - JAG Adult Drug Court 2010-JAG1C%E'NE-9-4X-
16.803 ARRA - JAG Adult ReEntry 2010-ARR(23;£'NE-4-W7-
16.803 ARRA - Drug Court Pilot Program P.O. #231866

STATE PROJECTS

STATE OF FLORIDA DEPARTMENT OF CHILDREN AND FAMILIES

State
CSFA No. Grant Number
PASSED THROUGH CENTRAL FLORIDA
BEHAVIORAL HEALTH NETWORK
60.029 Alcohol, Drug Abuse and Mental Health Services CF2010-1011
STATE OF FLORIDA DEPARTMENT OF CORRECTIONS
State
CSFA No. Grant Number
70.016 Adult Outpatient C2298
70.016 Secured Long-Term Residential C2178
70.003 Prison Diversion Program D0O1656419
STATE OF FLORIDA DEPARTMENT OF JUVENILE JUSTICE
State
CSFA No. Grant Number
80.020 Juvenile Assessment Center P2025
80.022 Pasco Adolescent Intervention Center X1462

8. The threshold for distinguishing Type A and B programs was $300,000 for major federal
awards programs and $300,000 for Florida state financial assistance projects.

9. Operation PAR, Inc. is determined to be a low-risk auditee for purposes of the major

federal award programs.

Part B - Findings — Financial Statement Audit
None.

Part C - Findings and Questioned Costs — Major Federal Award Programs and Major
State Project Award Programs Audit
None.
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Part D — Other Issues
We noted no significant deficiencies or material weaknesses in the current or prior year
period. A management letter was not presented for the year ended June 30, 2010 or
June 30, 2009 because there were no items that affect the major federal award
programs and state financial assistance projects.

Part E — Prior Year Findings and Questioned Costs
None for Major Federal Award Programs
None for Florida State Financial Assistance Projects
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AUDIT SCHEDULE
OPERATION PAR, INC.

SCHEDULE OF STATE EARNINGS FOR
FISCAL YEAR JULY 1, 2009 - JUNE 30, 2010

. Total Expenditures $27,062,703
Less Other State and Federal Funds ($11,169,559)
Less Non-Match SAMH Funds ($6,784,683)
Less Unallowable Costs per 65E-14, F.A.C. ($126,356)

Total Allowable Expenditures $8,982,105
(Sum of lines 1, 2, 3, and 4)

. Maximum Available Earnings $6,736,579
(Line 5 times 75%)
Amount of State Funds Requiring Match $930,840
Amount Due to Department $0

(Subtract line 7 from line 6. If negative, the amount of the
difference is due to the department up to the amount of line 7)
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