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Board of Directors

Chemical Addictions Recovery Effort, Inc.
4000 East 3" Street _

Panama City, Florida 32404

We have audited the accompanying statements of financial position
of Chemical Addictions Recovery Effort, Inc. (a Florida not for profit
organizatiocn) as of June 30, 2011, and the related statements of
activities, functional expenses, and cash flows for the year then

ended. These financial statements are the responsibility of the
Organizatiocn's management. Our responsibility is to express an opinion
on these financial statements based on our audit. The prior year

summarized comparative information has been derived from the
Organization’s June 30, 2010, financial statements and, in our report
dated October 12, 2010, we expressed an unqualified opinion on those
financial statements.

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.
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 dincludes 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 audit provides a reasonable basis for our opinion.

T our opinion, the financial statements referred to above
present fairly, in all material respects, the financial position of
Chemical Addictions Recovery Effort, Inc. as of June 30, 2011, and the
changes in its net assets and its cash flows for the year then ended
in conformity with accounting principles generally accepted in the
United States of America.
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In accordance with Government Auditing Standards, we have also
issued a report dated October 11, 2011, on our consideration of
Chemical Addictions Recovery Effort, Inc.’s internal control over
financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracls, 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 GCovernment 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 Chemical Addictions Recovery Effort,
Inc. taken as a whole. The accompanying Supplemental Schedules
required by State ADM Contract Provisions as listed in the Table of
Contents are presented for purposes of additional analysis and are not
a required part of the basic financial statements. The accompanying
Schedule of Expenditures of Federal Awards and State Projects 1is
presented for purposes of additional analysis as required by U.S.
Office of Management and Budget Circular A-133, Audits of States,
L,ocal Governments, and Non-Profit Organizations, and Chapter 10.650,
Rules of the Auditor General, State of Florida, and is not a reguired
part of the basic financial statements. Such information 1is 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.

aﬁa; 4‘ Ce&fw

Cavin & Company
October 11, 2011 Certified Public Accountants
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CHEMICAL ADDICTIONS RECCVERY EFFORT, INC.
STATEMENTS OF FINANCIAL POSITION

JUNE 30,

2011

WITH COMPARATIVE TOTALS AS OF JUNE 30, 2010

ASSIETS
Cash
Accounts Receivable
Prepaid Expenses
Property & Equipment {Net)
Unamortized Loan Costs

Total Assetis

LIARILITIES

Accounts Payable & Accrued Expenses

Accrued Vacation
Long Term Debt

Total Liabilities

DEFERRED REVENUE

TOTAL LIABILITIES AND
DEFERRED REVENUE

UNRESTRICTED NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

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

$ 1,596,452

677,880
12,287
2,212,018
7,223

$ 34,676

215,379
1,095,588

1,345,643

3,160,217

$ 134,244
1,981

227

17,146

$ 4,357

46,0617

$ 153,598

OTHER

$ 7,247

2011
TOTAL

$1,737,943
679,861
12,520
2,229,914
7,223

$ 39,155
230,897
1,107,246

1,392,382

3,275,079

FOR

COMPARISON ONLY

$ 1,601,790

724,767
9,270
2,274,421
10,556

36,951
214,715
1,163,853

1,430,603

3,190,201




CHEMICAL ADDICTIONS RECOVERY EFFORT, INC.
- STATEMENTS CF ACTIVITIES
YEAR ENDED JUNE 30, 2011
WITH COMPARATIVE TOTALS AS OF JUNE 30, 2010

UNRESTRICTED NET ASSETS
Support
State of Florida
In-Kind
Program Fees
Scheool Registration fees
Supervision Fees
Food Stamps
Other Contract Services
Miscellaneous

TOTAL UNRESTRICTED SUPPORT

Expenses

Program Services
Detox
Cutpatient
Prevention
Intervention
Room & Board Supervision
Regidential
Prevention/Intervention-Day
Outreach
Aftercare
Incidental Expenses
D.U.T Schocl
D.U.I. Supervision
D.A.T.E. Program
Traffic School

TCTAL
ADMINISTRATICN & GENERAL
TOTAL EXPENSES

Internal Accounts

internal Rent

INCREASFE, IN UNRESTRICTED NET ASSETS

NET ASSETS AT BEGINNING OF YEAR

NET ASSETS AT END OF YEAR

D.U.I. OTHER
_?fﬁﬁéﬁfo__ SCHOOL PROGRAMS
$ 3,391,088 ; ) 5 )

142,938 _ _
630, 960 - -
~ 272,796 1,582
35,188 37,445 B
182,110 _ _
______ f?i??f 30,055 -
___fo%Eif?? 340,296 1,582
968,713 ) )
890,767 } -
177,469 : B
191,540 ) } -
330, 656 _ _
742,238 _ _
170,155 3 -
66,917 - -
3,860 ; -
20,625 i} B
_ 256,093 -
_ 40,748 -
- - 146
3,562,940 296 801 i
_____ ?E?i?ff 7,400 -
4,373,901 304,241 146
_____fféiggg) 48,000 -
93387 (11, 945) 1,436
3,064,830 118,926 6,445

$ 106,981 ]

2011
TOTAL

£3,3%1,088
142,538
630, 960
274,378
37,445
35,188
132,110
69,059

968,713
890,767
177,468
191,540
330,656
742,238
170,155
66,917
3,860
20,625
256,093
40,748
146

3,859,927

818, 361

84,878

3,190,201

The accompanying notes are an integral part of these financial

statements.

2010
TOTAL
FOR COMPARISON ONLY

5 3,300,076
107,124
572,258
271,417

27,934
36,867
220,149
52,247

840,821
879,015
220,934
170,791
309,645
691,556
159,1¢66
66,518
3,941
21,393
237,178
39,535
193

3,740,686

823,306

24,080

3,166,121



CHEMICAL ADDICTIONS RECOVERY EFFORT, INC.
STATEMENTS OF FUNCTIONAL EXPENSES
YEAR ENDED JUNE 30, 2011
WITH COMPARATIVE TOTALS AS OF JUNE 30, 2010

PROGRAM SERVICES Page 1 of 2
QUTPATIENT/ ROCM AND PREVENTION/
QUTPATIENT BOARD INTERVENTION INCIDENTAL DUI DUT
DETOX GROUP PREVENTION INTERVENTION SUPERVISION RESIDENTIAL DAY OUTREACH AFTERCARE EXPENSES SCHOOL SUPERVISION
Personnel Services
Employee Leasing Costs $ 650,406 $ 661,275 & 149,5%2 $ 161,772 § 200,939 ¢ 546,528  $ 141,681 ¢ 51,175 & 3,860 & - §169,772 & 31,835
Fringe Benefits 26,987 27,255 8,285 3,682 9,526 21496 g 621 > 112 - ~ 3 196 859
Total Personnel Services 677,393 688, 530 157,877 165,454 210,465 468, 024 150, 602 53,287 3,860 N 177, 968 32, 654
Cperating Expenses
Building Occupancy 45,585 57,338 - 5,339 21,551 £9, 663 59 3,928 _ _ 20,235 2,248
Professional Services 52,765 21,154 163 1,611 4,062 7,719 _ 1,493 _ B 7,689 854
Travel 825 12,379 9,612 7,328 54 115 1383 595 i - 2 174 239
Equipment Costs 18,838 7,751 2,027 420 17,318 30,218 2,422 . 592 _ B 10,519 1,169
Food Services 40,140 - - - 19,018 35,281 N _ _ _ _ _
Medical and Pharmacy 23,083 21,284 - 4,073 1,284 3,852 _ 1,508 - _ 442 49
Tnsurance  ° 13,430 21,991 994 1,209 15,572 28,587 5,064 1,621 - - 4,473 497
Interest - - - - - _ - _ - - - -
Operating Supplies and
Expenses 49,923 45,680 5,090 6,091 10,513 27,574 6,073 2,928 - 20, 625 24,459 2,218
Depreciation 15,793 4,188 1,706 12 4,512 13 250 10619 et - > 5 417 167
Amortization - - - - - _ - - - - - -
Bad Debts - - - - - - - - - - - 5,717 . 620
Donated ftems (In Kind) 26,011 10,472 - - 26,193 77,542 2,040 306 _ - - -
Total Operating Expenses 286,393 202,237 19,592 26,086 120,143 274,071 19,553 13,630 _ 20,625 78,125 8,054
Total Expenses Before
Additional Items 963,786 830,767 177,469 191,540 330,608 742,095 170,155 66,917 3,860 20, 625 256,093 40,748
Loss on Disposal of Assets 4,927 - - - 48 : 143 _ _ _ _ - ~
Tndirect Cost Cash Transfer - - - - = _ - _ _ _ 6,700 700
Internal Rent Charges - - - - - _ _ - - - 43,200 4,800
Total Expenses s 968,713 8 890,767 S 177,469 $ 191,540 $§ 3307656 s 742,238 $ 170,155 s 66,917 s 3,860 $ 20,625 $305, 993 & 46,248

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



CHEMICAL ADDICTIONS RECOVERY EFFORT,

STATEMENTS OF FUNCTIONAL EXPENSES

YEAR ENDED JUNE 30,

2011

WITH COMPARATIVE TOTALS AS OF JUNE 30,

Personnel Services
Employee Leasing Costs
Fringe Benefits

Total Personnel Services

Operating Expenses
Building Occupancy
Professional Services
Travel
Equipment Costs
Food Services
Medical and Pharmacy
Insurance
Interest
Operating Supplies and

Expenses
Depreciation
Amortization
Bad Debts

Donated Items (In Kind)

Total Operating Expenses

Total Expenses Before
Additional Items

Loss on Disposal of Assets

Indirect Cost Cash Transfers
Internal Rent Charges

Total Expenses

PROGRAM SERVICES

INC.

2010

PAGE 2 OF 2

$3,249,051
148,592

214,734
116,616
38,823
106,372
94,439
55,975
106,695
63,264

244,140
81,860
3,334
6,337
142,938

ADMINISTRATIVE
DATE TRAFFIC AND
PROGRAM SCHOOL TOTAL GENERAL
$ = $ - $2,668,835 $ 580,216
- - 117,319 31,273
- - 2,786,154 611,489
- - 205,939 8,795
- - 97,510 19,106
- - 34,725 4,098
- - 91,274 15,0098
- - 94,439 -
- - 55,975 -
- - 94,338 12,357
- - - 63,264
33 - 201,276 42,864
113 - 44,278 37,582
- - - 3,334
- - 6,337 -
- - 142,564 374
146 - 1,068,655 206,872
146 - 3,854,809 818,361
- - 5,118 -
- - 7,400 (7,400)
- - 48,000 (48,000)
$ l46 S - $3,915,327 $ 762,961

$4,678,288

2010
TOTAL
FOR
COMPARISON
ONLY

140,380

4,563,992

$4,563,992

The accompanying notes are an integral part of these financial statements.
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CHEMICAL ADDICTIONS RECOVERY EFFORT, INC.
STATEMENTS OF CASH FLOW
JUNE 30, 2011
WITH COMPARATIVE TOTALS AS OF JUNE 30, 2010

2010
b.U0.T. OTHER 2011 TOTAL
OPERATING SCHOOL PROGRAMS TOTAL FOR COMPARISON ONLY
CASH PROVIDED (USED) BY OPERATIONS o TmomTTTTTTT oTTTTTTUTTTT o e
Increase {Decrease) in
Net Assets $ 95,387 $  (11,945) $ 1,436 % 84,878 $ 24,080
Items not Requiring Cash:
Depreciation 79,163 2,584 113 81,860 83,733
Amortization 3,333 _ - 3,333 3,334
Increase {Decrease) from Change in:
Miscellaneous Receivables 45,072 (164) - 44,908 (24,105)
Prepaid Expenses (3,122) (129) _ (3,251) 17,017
Accounts Payable 1,670 596 _ 2,196 11,496
Accrued Leave 14,283 1,909 - 16,192 2,265
Total . 235,786 (7,219) 1,549 230,116 117,820
CASH PROVIDED {USED) BY INVESTMENT ACTIVITIES
Acquisition of Property and Equipment (29,971) (12, 500) - (42,471) (27,188}
Disposition of Property and Equipment 5,115 _ _ 5,115 -
Total (24,856) (12,500) - (37,3586) (27,188)
CASH PROVIDED (USED) BY FINANCING ACTIVITIES . —7m
Proceeds of Nctes Payable - 12,500 - 12,500 -
Repayment of Notes Payable (68,265) (842) - (69,107) (64,539)
Total (68,265) | 11,658 - (56,607) (64,539)
NET INCREASE (DECREASE) IN CASH 142,665 (8,061) 1,549 136,153 26,093
$ 1,601,790

CASH BALANCE - End of Year $ 1,596,402 3 134,244 S 7,247 $1,737,943

The accompanying nctes are an integral part of these financial statements.
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CHEMICAL ADDICTIONS RECOVERY EFFORT, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

ORGANIZATION - Chemical Addiction Recovery Effort (C.A.R.E.) is a
not for profit corporation exempt from income taxes under Section
501 (c) (3) of the Internal Revenue Code. The Organization receives
a substantial part of its support from a governmental unit which
exempts them from private foundation status under Code Section 170.
C.A.R.E. administers the substance abuse program within a six
county district in ©Northwest Florida composed of Bay, Gulf,
Calhoun, Jackson, Washington and Holmes Counties.

CASH - Amounts shown as cash include cash on hand and cash in
checking accounts and certificates of deposit.

ACCOUNTS RECEIVABLE - Amounts shown as accounts receivable in the
operating fund are comprised of miscellaneous contract payments
from various government agencies that were outstanding at June 30,
2011. Accounts receivable in the D.U.I. School Fund are
uncollected school fees outstanding at year end. No allowances for
doubtful accounts are considered necessary.

PROPERTY AND EQUIPMENT - Expenditures for furniture and equipment
with a cost in excess of $1,000 and an estimated useful life of
three years or more are capitalized at cost and depreciated over an
average life of 5 to 15 years for furniture and equipment and 20 to
50 years for buildings using the straight line method. Donated
items are recorded at estimated market value when received.

PATIENT REVENUE RECOGNITION - Historical analysis of the
Organization reveals that client fees, other than D.U.I. School
Fees, which are not collected at the time services are rendered are
substantially uncollectible. Because of this, and through the
application of a conservative accounting policy the Organization’s
management feels that client revenues should be recorded when
collected rather than when billed.

FUND ACCOUNTING - Assets, liabilities, revenues, and expenditures
are segregated into separate funds where required. As of June 30,
2011, these funds are as follows:

Operating Fund - Accounts for all operations of the Organization
not included in other specific funds.




CHEMICAL ADDICTIONS RECOVERY EFFORT, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

D.U.I. School Fund - Accounts for operation of the D.U.I. School
Program under supervision of the Florida Department of Highway
Safety and Motor Vehicles. All revenues of this program are
restricted to use by this program.

Other Programs Fund - Accounts for operations of Drug, Alcohol
Traffic Education (D.A.T.E.) program under the supervision of the
Florida Department of Highway Safety and Motor Vehicles. All

revenues of this program are designated for use by this program.
Also accounts for the operations of the Driver Improvement Program.
This program is an internet based curriculum through the National
Traffic Safety Institute.

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

estimates.

FINANCIAL REPORTING - The financial statements include certain
prior-year summarized comparative information in total but not by
fund. Such information does not include sufficient detail to
constitute a presentation in conformity with generally accepted
accounting principles. Accordingly, such information should be read

in conjunction with the Organization’s financial statements for the
year ended June 30, 2010, from which the summarized information was
derived.

NOTE 1 - PROPERTY AND EQUIPMENT

D.U.I. OTHER
OPERATING SCHOOL PROGRAMS TOTAL
Building - Other $ 37,260 $ - $ - S 37,260
Building - East Avenue 777,550 - - 777,550
Building Regency & Improvements 1,889,556 - - 1,889,556
Building - Gulf County 50,393 - - 50,393
Building - A.W.A.R.E. 172,596 - - 172,596
Furniture, Fixtures, & Equip. 499,108 90,178 4,718 594,004
Less Accumulated Depreciation (1,214,445) (73,032) (3,968) (1,291, 445)
Property and Equipment - Net $2,212,018 $ 17,146 $ 750 $2,229,914

2010 - Net $2,266,327 $ 7,231 $ 863 $2,274,421

Property and equipment acquired with State or Federal Grant Funds are
subject to various restrictions on use and disposition, 1in certain
circumstances title to the property could revert to the grantor.
Building costs include non- depreciable land costs of $282,334 at
June 30, 2011 and 2010.



NOTE

CHEMICAL ADDICTIONS RECOVERY EFFORT, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2011

2 - LOAN COSTS

NOTE

Loan costs related to the refinancing with Trustmark Bank totaling
$16,668 were capitalized as of September 30, 2008, and are being
amortized over the life of the loan, five years.

3—- LONG-TERM DEBT

On September 30, 2008 the mortgage for Regency Professional Center
and the mortgage for the FEast Avenue building and land were
refinanced with Trustmark Bank. The two mortgages were combined into
one loan for $1,239,252 at an interest rate of 5.500%.

2011 2010

Trustmark Bank:

Due in monthly installments of $10,181

beginning November 30, 2008 with final

balloon payment of $994,896 due

October 2, 2013. Interest at 5.5%

fixed. Collateralized by all real

estate and rents thereof. 1,082,208 1,142,198

$250,000 line of credit. Dated

December 9, 2010. Interest at bank

prime, 3.25% at June 30, 2011.

Collateralized by real estate. - -

Due in monthly installments of $780

beginning February 2, 2009 including

interest at 5.95% fixed through

January 2013. Refinancing of two

Toyota Camry vehicles. 13,380 21,655

Both Worlds Software, Inc.:

Financing of DUI/SSS software and

maintenance. Due in 23 monthly

payments of $530.00 beginning

June 1, 2011 with a final payment

due April 1, 2013. Initial amount

$16,250 with no interest. 11,658 -

Total $1,107,246 $1,163,853

10



CHEMICAL ADDICTIONS RECOVERY EFFORT, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2011

NOTE 3- LONG-TERM DEBT - Continued

Principal debt maturities for the subsequent years are

June 30,
2012 S 72,122
2013 77,376
2014 957, 748
Total $1,107, 246

Total interest paid for 2011 and 2010 was $63,264 and $66,990,
respectively.

NOTE 4 - GRANT REVENUE

A substantial portion of the Organization’s support is in the form of
grants from the State of Florida.

During the years ended June 30, C.A.R.E. received the following
state grants representing the major funding of the Organization.

2011 2010
Dept. of Children and Families
Alcohol, Drug Abuse and
Mental Health
Contract BDVO1l $3,391,088 $3,300,076

As of July 1, 2006, the funding arrangement for the major source of

the Organization’s grant revenues was changed. The grant contract
with the State of Florida, Department of Children and Families was
previously negotiated annually. Now the grant contract 1is
established in three year cycles to allow a more stable budgeting
process from year to year. The grant contract was awarded an
additional three years beginning July 1, 2009 and ending June 30,
2012.

11



NOTE

CHEMICAL ADDICTIONS RECOVERY EFFORT, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2011

5- IN-KIND REVENUES AND EXPENDITURES

NOTE

C.A.R.E records In-Kind Revenue and a like expenditure for the value
of donated services to the program. The revenues for those years
were $142,938 for 2011 and $107,124 for 2010. Expenditures for the
same period were $142,938 and $107,124 respectively. Recorded
amounts for donated rental space are computed using state approved
rates at the level of services provided. The value of donated
teaching services 1is computed using comparable public school wage
rates.

6 — PERSONNEL MANAGEMENT

During 2003 C.A.R.E. entered into an employee leasing arrangement
whereby most employment related issues were transferred to the
leasing company. These included normal payroll, payroll taxes,
workers compensation insurance, employee health insurance and most
payroll records. C.A.R.E., however, maintains its retirement plan,
leave records and miscellaneous deduction records. Retirement
contributions and miscellaneous deduction payments are made directly
by C.A.R.E. All other payroll related expenses are handled by the
leasing company.

Retirement plan:

All “employees” of C.A.R.E. are eligible to participate in the
Chemical Addictions Recovery Effort Profit Sharing 401(K) Plan
subject to minimum service and age reqgquirements. Employees are
eligible for contributions made by the employer after completing six
months service. Employer contributions are subject to a maximum of
100% of employee compensation. Employee salary reduction
contributions may not exceed $15,500 for participants under age 50
and $20,500 for ages 50 and over. Combined contributions may not
exceed 100% of employee’s compensation or $44,000 whichever is less.
The Organization presently makes contributions based on 6% of
eligible compensation. Employees are allowed to have contributions
made on their behalf after six months of service. Annual minimum
service of 1000 hours and minimum age of 21 are required for plan
participation. As of July 1, 2007 the plan’s vesting schedule was
modified to 0% after years 1 and 2 and 100% after year 3. Employer
contributions for the years ended June 30, 2011 and 2010 were

12



NOTE

CHEMICAL ADDICTIONS RECOVERY EFFORT, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2011

6 — PERSONNEL MANAGEMENT - Continued

NOTE

$141,549 and $146,654 respectively. Allocations were made to all
employees who were eligible during the fiscal year.

Compensated Absences:

C.A.R.E. employees earn from ten hours to fourteen hours twenty
minutes per month depending on length of service, toward compensated

vacation and ten hours toward compensated sick leave. Should an
employee terminate employment prior to using all earned vacation pay,
the employee may be paid for 86% of the unused vacation leave. In

addition, the employee may be paid for 25% of their unused sick leave
if eligible. The liability for these items is identified on the
Statement of Financial Position as Accrued Leave.

7 - LEASE COMMITMENT

C.A.R.E. leases wvarious properties for office and client care
facilities. C.A.R.E. also leases various pieces of equipment - major
equipment leases includes 1leases for vehicles and copiers. The
rental expenses for the year ended June 30, 2011 and 2010, totaled
$76,121 and $84,067 respectively. Estimated rental for significant
leases for the year ending June 30, 2012 is as follows:

PROPERTY EXPIRATION DATE AMOUNT
Jackson County Office June 2014 $ 28,020
Intervention Offices October 2010 1,358
Six Vehicles April 2012 - Sept. 2013 29,296
Eight Copiers August 2012 14,458
One Copier June 2015 2,143

Total Estimated Annual Rent for June 30, 2012 $ 75,275

13



NOTE

CHEMICAL ADDICTIONS RECOVERY EFFORT, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2011

7 — LEASE COMMITMENT - Continued

NOTE

Annual lease payments for the above leases, through the term of the
agreements, are as follows, June 30:

June 30,
2012 $ 75,275
2013 49,451
2014 32,346
2015 2,143

The intervention office facility noted above is leased from the
Florida Department of Children and Families who provides major
funding to the Organization. The lease was not renewed after the
termination date of October 2010.

8 — INTERNAL RENT

NOTE

As of June 18, 2004, the D.U.I. School, and D.A.T.E. Program
operations moved into the Organization’s new building on East Avenue.
These programs were previously located in facilities leased from
outside parties. Since the cost of the building was borne by the
Organization's general program, the Board of Directors, at their
August 2004 meeting, approved an “internal rent” to be paid by the
D.U.I. School and D.A.T.E Program to the general program of $4,000
per month. This monthly amount was based on an annual rate of $8 per
square foot for 6,000 sg. ft. of occupied space. As of July 2009 all
internal rent is allocated to the D.U.I. School program.

9 - SPECIAL DISCLOSURES RELATED TO THE DUI PROGRAM

Florida Administrative Rule 15A-10.012 requires certain specific
disclosures be made related to the operation and accounting of the
D.U.I. program. These disclosures are as follows:

15A-10.012(2) - Basis of Accounting

The financial statements are prepared on the accrual Dbasis of
accounting.
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CHEMICAL ADDICTIONS RECOVERY EFFORT, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2011

15A-10.012(3) - D.U.I. and Special Supervision Services (SSS3),
Revenues (Support) and Expenses

Total Total
D.U.T. D.U.T.
Program Program
D.U.TI. S.S5.S. 2011 2010
Support:
School Registration Fees $ 272,796 $ 37,445 $ 310,241 $ 296,973
Miscellaneous Income 22,231 7,824 30,055 29,109
Total Support 295,027 45,269 340,296 326,082
Total Expenses (305,993) (46,248) (352, 241) (332,113)
Increase (Decrease)
In unrestricted net
assets $ (10,966) S$(¢ 979) $ (11,945) $ (6,031)

The details of total expenses are reported on the Statement of
Functional Expenses.

15A-10.012(5) - Basis of Indirect Cost Allocation

The D.U.I. program of the Organization is located 1in separate
facilities from the main operations of the Organization. The only
other program sharing facilities with the D.U.I. program is the
D.A.T.E. program. No indirect costs associated with facilities or
personnel not located at the D.U.I./D.A.T.E. facility are allocated
to these programs. The Organization does, however, charge a flat fee
to these programs for administrative services. Annual administrative
fees were as follows: D.U.I. - $6,700, S.S.S. - $700.

These fees were set by the Board of Directors. The fee for the
D.A.T.E. program was reallocated to the D.U.I school as of July 2009.

15



CHEMICAL ADDICTIONS RECOVERY EFFORT, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2011

NOTE 9 - SPECIAL DISCLOSURES RELATED TO THE DUI PROGRAM - Continued

Expenses related to the facilities and personnel located at the
D.U.I./D.A.T.E. facility are allocated directly to each program where
possible. Where not possible, expenses are allocated by a cost
allocation plan based on a study of actual operations. As of July
2009, allocations for the D.U.I,, D.A.T.E., and Supervision programs
changed to D.U.I. 90% and SSS 10%. The D.A.T.E. program is no longer
include in this allocation due to the program providing only on-line
services.

The allocations referred to above provide a fair and equitable
allocation of indirect costs to these programs.

15A-10.012(6) - State Assessment Fee

As required by Section 322.293, Florida Statutes and Administrative
Rule 15A-10.005, F.A.C., the Fourteenth Judicial Circuit D.U.I.
Program of Chemical Addictions Recovery Effort, Inc. collects a
state assessment fee of $15 ($12 prior to September 2009) on every
client enrolling in its D.U.I. program and remits the fees to the
State of Florida. State assessment fees collected and distributed to
the State of Florida are summarized as follows:

2011 2010
Fees due from prior year $ 1,470 $ 1,116
Fees collected current year 15,990 15,759
Fees remitted current year (16,095) (15,420)
Adjustments (15) 15
Fees due State $ 1,350 $ 1,470

15A-10.012(7) - Fee Collection Procedures
The D.U.I. Program has established and maintains procedures which

adequately accounted for all fees received for the D.U.I. program and
for all receipts created and/or issued by the D.U.I. program.

16



NOTE

CHEMICAL ADDICTIONS RECOVERY EFFORT, INC.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2011

9 - SPECIAL DISCLOSURES RELATED TO THE DUI PROGRAM - Continued

NOTE

15A-10.013(1) - Financial Procedures and Reporting Requirements

In addition to requirements and procedures described above, this
section of the Florida Administrative Code requires that all fees
collected by the DUI Program be used solely for the operation of the
program, unless otherwise provided. As such, the Organization does
not loan or transfer funds from the D.U.I. Program to any other of
its programs.

15A-10.0142 - Revenue Limitation

The maximum allowable fee revenue to be retained by the D.U.I.
Program for normal operations is the maximum allowable cost plus 10
percent of the maximum allowable cost. This additional 10 percent is
allowable to fund a reserve which may not exceed 50 percent of the
program’'s operational expenses for the most recently ended fiscal
year.

2011 2010
Total program expenses $352,241 $332,113
Maximum operational cash allowed at 100% $352,241 $332,113
Maximum reserve cash allowed at 50% 176,121 166,057
Total cash allowed to be retained $528,362 $498,170
Actual cash on hand June 30 $134,244 $142,305

10 -

SUPPORT FROM THE STATE OF FLORIDA WHICH REQUIRED MATCH

The Organization received a substantial portion of its support from
The following contract required

contracts with the State of Florida.
a twenty-five percent (25%) local match:

Contract Number BDVO01l
Less Portion not Requiring Match

Support Requiring Local Match S
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2011

$ 3,391,088
(2,963,326)

2010

$ 3,300,076
(2,831,156)



CHEMICAL ADDICTIONS RECOVERY EFFORT,
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2011

INC.

NOTE 10 - SUPPORT FROM THE STATE OF FLORIDA WHICH REQUIRED MATCH
- Continued
During the fiscal years ended June 30, 2011 and 2010, the
reimbursable expenses were as follows:
2011 2010

Total Expenses S 4,678,289 $ 4,563,992
Less: Non-Matching Revenues:

Florida Department of Children

and Families 2,963,326 2,831,156
Florida Department of Corrections 78,991 57,235
Medicaid 407,094 372,910
Other 52,282 51,946

Less: Non-Reimbursable
Depreciation 2,577 2,577
Other 10,386 16,052
Reimbursable Expenses 1,163,633 1,232,116
Maximum Available Earnings (75%) 872,725 924,087
State Funds Requiring Match 427,762 468,920
Excess Expenses S 444,963 S 455,167

During the years ended June 30,
received funds from Bay County,
pursuant to special contracts
federal program known as
$63,808, respectively,
and, therefore,

2011 and 2010,
Florida, 14"
to provide services
Drug Court. These funds,

18

the Organization
Judicial Circuit,
related to a
$17,466 and
are not considered grants by the Organization
not included in non-matching revenues above.



NOTE

CHEMICAL ADDICTIONS RECOVERY EFFORT, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2011

11 - CONCENTRATION OF CREDIT RISK

NOTE

The Organization maintains cash balances in financial institutions
located in Northwest Florida. Cash balances for the Organization
fall wunder the FDIC’s program called the Transaction Account
Guarantee Program (TAG) which provides full coverage of non-interest
bearing accounts. This program will expire December 31, 2012. After
this date, the FDIC will insure cash balances up to $250,000.

As of June 30, 2011, cash balances in banks totaled $1,806,520 of
which $23,178 was not covered by FDIC. A certificate of deposit with
a carrying amount of $67,721 as of June 30, 2011 is pledged as
collateral on the Organization’s employee leasing contract.

12 - CONTINGENCY RESOLUTION

NOTE

On January 8, 2009, an employee of the AWARE program was driving an
agency vehicle that collided with a motorcyclist that resulted in a
fatality. The insurance carrier for CARE assigned an attorney in
this case. The case was settled on January 19, 2011. Insurance was
sufficient to cover the final settlement and costs.

13 - SUBSEQUENT EVENT EVALUATION

Management has evaluated subsequent events through October 11, 2011,
the date which the financial statements were available for issue.
During that period nothing came to the attention of management that
would have a significant effect on the Organization’s operations.
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CHEMICAL ADDICTIONS RECOVERY EFFORT, INC.
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
AND STATE PROJECTS
YEAR ENDED JUNE 30, 2011
GRANTOR/ PASS THROUGH GRANTOR CFDA/CSFA CONTRACT GRANT CURRENT
PROGRAM TITLE NUMBER NUMBER EXPENDITURES
FEDERAL AWARDS
United State Government
Department of Health and Human
Services
Temporary Assistance
for Needy Families State of Florida, 93.558 BDVO1 $ 136,921
Department of Children
and Families

Block Grant for Prevention
and Treatment of Substance
Abuse State of Florida, 93.959 BDVO1 1,872,611
Department of Children
and Families
Department of Agriculture
ARRA - Supplemental Nutrition
Assistance Program (SNAP) State of Florida, 10.551 N/A 35,189
Department of Children
and Families

School Breakfast Program State of Florida, 10.553 01-0253 14,220
Department of
Education
National School Program State of Florida, 10.555 01-0253 2,873
(a) Department of
Education
Total Expenditures of Federal Awards $2,061,814

STATE SUPPORT
State of Florida,
Department of Children
and Families
Substance Abuse Treatment N/A 60.030 BDVO1 S 506,750
and Aftercare Services
for Children

Substance Abuse N/A 60.031 BDVO1 413,984
Detoxification Services
for Adults

Substance Abuse Treatment N/A 60.033 BDVO1 409,691
and Aftercare Services
for Adults

Temporary Assistance for N/A N/A BDVO1 4,495
Needy Families
State Match for 93.558

Prevention and Treatment N/A N/A BDVO1 46,636
of Substance Abuse
State Match for 93.959

Department of Corrections
Substance Abuse Services

Outpatient Substance Abuse N/A 70.016 C2211 17,466
Treatment Services

Drug Court N/A 70.016 C2637 16,300

Total Expenditures of State Support $1,415,322

NOTES TO SCHEDULE:
(a) Non Cash Commodity Distribution
The above schedule was prepared on the accrual basis.
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AUDIT SCHEDULE

Schedute of State Earnings for,
Fiscal Year 06/30/11

1 Total Expenditures

2 Less dther State and Federal Funds

3  lLess Non-Match SAMH Funds

4 _ Less Unaliowable Costs-;, per 65E-14, F.A.C.

5 Total Allowable Expenditures
(Sum of lines 1, 2, 3, and 4)

6 Maximum Available Earnings
{Line 5 times 75%])

7 Amount of State Funds Requiring Match

8 Amount Dure to Department
{Subtract fine 7 from line 6)

21

$4,678,289
($538,367)
($2,063,326)
($12,963)

$1,163,633
$872,725

$427,762

$444.963
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SUBSTANCE ABUSE & MENTAL HEALTH SERVICES
PRCJECTED GOST GENTER OPERATING AND CAPITAL BUDGET

AGENCY: GARE DATE PREPARED: B/26:2011 INMAL:
FINAL: X

CONTRACT #: B0V

ECTED FUNDING SOURCES & REVENUES

BUDGET PERIOD: 7/01/10- 6/30/11

STATE-DESIGNATED SaMH COST CENTERS
STATE SAMB-FUNDED COST CENTERS
Comblned Programs Program 1
’ Yotat for State | Total for NoneState-| Tet. for All State-
Total for Total for SAMH-Funded Cost| Funded SAMH Gost | Deaignated SANH Hon-SAMH Cost
FUNDING SOURCES & REVENUES ADULT S/A ADOL S/A Combined Programs| DETOX DUTFATIENT OUTPATIENT INT 0K RESIDENTIAL ROOM & BOARD Program 1 Cantafs Canters Gast Cantars. Canter Total Funding
(Bt 4Brgd GRAUP GROWF SROUP EXPENSES (Baw*.. ¥E2) (Gr4Ga) {0+E) out (F+G).
A B B Bra By, Bry B & [} E F G H
1A TOTAL STATE SAMH FUNDING
(1} Fraam the District funding this eontraet H 2426180 § as4808 B 3391088 § BEWt 3 w5056 3 W04 § srae $ 2/ § 2880 § 200502 § 4000 5 7845% % 200033 § 98139 § o8 § 20000 5 2201008 ¥ EETETU ) -5 2,291,085 ‘ooposo- H 3,301,008
12) From Qthor Districls § - - 8 - % - s - % - 8 -5 - 8 - 3 - 5 - 5 - % - 8 -8 - 5 - - s - 200200000 s -
3 -
15 OTHER GOVT. FUNDING E] -
{3} Ot Stato Agency Funting $ -8 - -8 - % -8 -5 -5 ER -8 - 3 -8 -8 - s -8 -8 - % - 05 -5 -5 -8
) Medioad 3 278546 S 128548 § 070N % L=X -2 g3 § -5 -8 -5 E - H -8 286,552 °5 - s P } - s wToM ¥ 40708 § -8 207054 § - s
{3} Lomal Gaemment 3 12303 8 1387 § 12670 8 1844 3 2026 3 -8 -8 -8 -8 - 5 -5 -8 - 0§ -8 - s 13670 3 12670 § - s 12620 § -5
{4} Fedaral Grants ond Conlracts ® . Bedst ¥ 7T 8 58210 § - s 85210 § - s B 1 -5 -3 - 1 -5 - s -5 -5 -8 56210 § 96210 3 - % 6210 § - %
15} Inkin from sl o, oty ] 5300 5 s 7000 § -3 7000 S -5 . 5 -3 -3 - 3 -8 -5 -5 -8 - 5 7O00_S 7000 3 - % 000§ |3
TOT. OTHER GOVT. FUNDING = § sese10 § 136,955 § 28974 5 6,776 H8E § -8 -8 -8 -8 - 3 - s zsa682 - s - s - % 29874 23574 § - s 23974 8 -8
1. ALL OTHER REVENUES
{11152 & 2nd Parly Payments § 133,457 % 18424 § 180881 § 18,186 § 120,550 § - 8 - % L - % - 5 12,165 ¥ - 0% - 5 - % - % 150,881 ¥ 160,884 § - % 150881 5 - % 150,881
2) 24d Pty Pryments tsscard Medicars) L] 16620 5 47010 8 650080 § 57 § 14135 § - s -8 - s -8 - s asese § - s -8 - 0§ - % e5.850 § 85851 8 - % 55560 § - 0% 85080
14) Medicare 5 -8 -8 - F - 0F -8 -5 - 8 - % -8 - 3 - % - % -8 -5 - s -8 -8 - 5 -8 -8 -
[4) Cominulions and Dottt $ e 1581 § EIRE ] E-L ] 4053 5 -8 -5 - s -8 - s 10017 § -3 -8 -8 - % 24127 § 24427 5 R 1 28127 - % 24127
15) Cthar 5 145118 3 30680 F 1478 3§ Tem & earan & -8 -5 - % - E - 5 aana § - % -8 s -3 154796 & AT 5 - 0% 14 7mE § 341879 § 66677
16} Lo-kined 5 56385 3 79574 3 195928 3 20011 4153 5 - 5 185,735, 5 200 3 k] 135599 _§ 13500 S -5 135,935 8 - 135.989
TOT.ALL OTHER REVEMIES = § Ere e ] 158089 § 561825 § 1080 ¥ 207500 § - s - s - s - % -8 - 0§ 21502 % - % - 0E 2040 § - % SB1E2S § 501,825 5 -8 625§ WIE 503,504
TOTAL PROJECTED FUNDING = § 3189260 8 1267327 S 4ATESST 3 1025890 § 821771 § 32409 3 50338 § 2750 § _ors 3 290.562 § 4000 & 1008472 & S8615 § 54130 § 104875 § w000 § 4476687 & a47E687 § -8 4478807 § 1§ 4,818,566
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PART Il PROJECTED EXPENSES N

STATE-DESIGMATED SAMH COST GENTERS

ETATE SAMH-FUNDED COST CEMTERS

Comblned Programs Program 1 “wmet LG 3 1D
Total for Total for State | Total for Nen-State{  Tot. for all Stata-
Program 4 or ! Total for SAMH-Funde Cost| Funded SAMH Goat| Designatad SAMH | Non-SAMH Cost Other Support
EXPENSE CATEGORIES ADULT SIA ADOL S/A Gombined DETOX CUTPATIENT | OUTPATIENT OUTREACH AFTERGARE | AFTERGARE | INTERVENTION | INTERVENTION | RESIDENTIAL | ROOM & BOARD | PREVENTION | PREVANTER/DAY | NCIDENTAL EXP| Pragram 1 Genters Gentars Cost Contars Comtar Casts {opticnal) Adminlstration Total Expensos
e tBiy) GROUP GROUP GROUP . (B2a+..+B20) (C1e (D+E} DUl {FeGrH=T
A Bia By 4 B2a B2b c2 o) E F [) H ! J
W5, PERSONMEL, EXPENSES
{1) Salaries $ 1780854 § TS § 24133 § B0ane § sazs6a § 1seme § 1075 660§ 1550 § 184772 § 2000 § 498624 § 14843 § 402§ 121581 § - s 2467226 § 2ag723 § -8 2467220 § 201607 § -8 550218 & 2.248.061
{2) Fringe Benwfits $ 711§ zme_§ WO _§ zegy § ;714§ gsu_§ 2112 § - s -5 888z § 14§ B0 8 532§ 8285 % Bpp1 S s 108.264 3 108.334_§ -5 WB.264 ¥ 2055 § s f 3273 8 146,592
TOTAL PERSONNEL EXPENSES = s 1805035 § TE2,134 § 2867210 § 47T7A02 § 573783 § 165247 5 52287 3 1830 3 1930 5 166454 ¥ 8273 § 2azs § 194155 § BT E ) 150602 5 - 13 2675492 8 2578497 S - £ 2,576,492 % 10882 ¥ - 5 $11.058 ¥ $.387.843
L. OTHER EXPENSES
{13 Building Otzugaicy s a6 § 20968 § 1878 $ 46700 W s 4180 3 - s - s 6361 § 200 & a508 5 n388 § 178 3 1671 3 - s 225097 § 50T § - % 22607 § 25980 § R | 48377 ¥ 296,504
{2) Profassionet Secices s 001§ 15805 § 2785 § QLTINS 5077 § 148§ - s -8 461 & EO 8407 3 2374 § 1% 5 - s - s BT 3 w907 § -8 8367 5 8543 5 -8 19108 3 118516
) Teavel s [T 12008 3 825§ 2408 § 2571 3 ] - s -8 7028 § ses § ar § @ s 61z § 1383 5 -8 32315 5 22310 3 -8 s2319 § 2405 - s 4008 3823
{4) Equipmanl L3 Sd.Bdﬂ 5 24718 § 1BE38 ¥ 53881 8 18650 § 50z 3 - z - 5 420 5 21 8 37876 § g0 $ 2027 § a2z 5 - 5 TREIS & TBESS § - £ TR 585 T 11688 % - ¥ 15008, § 198,371
{5} Food Senvices 8 A § 1239 5 40120 8 - s -8 -8 - s - s -8 - s 44985 3 8314 3 - s - s -8 4430 5 9,439 § . baass 5 - % -8 - s 81,439
{8) Meacal and Phannscy s 46088 § 7 5 2060 5 ®A% 3 5108 § 1908 § -8 - s a7 $ 2 § aa72 § 884 3 - % - 3 - s se884 § 5404 5 - 3 55484 § @1 § - s 183) § 5022
17) Subsontacsd Servizs § - s -8 -5 - s -8 - % - s - s - s - s -8 - s - s - s - s - - s - s -3 - s - s - % -
18} inauranca s sa.887 3 26411 § 13430 § wre § 528 § 1en § - % -5 128 5 & 3 34158 § 0001 8 L 59684 5 - s 83268 5 8938 5 -8 soges T 4970 5 - s 12287 5 105,895
1) Lnlorost Foid s - s - oF - s - s - s -3 - s - s - s -5 -8 - s - s - s - s - s - s -8 - -8 - s tazes § 564
110) Gneraling Supplies & Expanses 3 138328 § mms § 0828 § EETSTAE wess § 2528 3 -3 R 6004 S a5 3 7509 § BoMd § 5080 % a0 § 20625 8 174565 & JEZE - 174566 & aBM7 § - % 42918 8 250,591
(1) Cthar H M7 § - s 4927 § -8 - -8 -8 - s - s - s 108§ 27 5 - s -8 -8 17§ EXIE - s 517 § - s - s EECPO] 8451
(12} Donsted etz 5 53096 5 TRa6E_§ 260118 7950 & 2513 8 08 & - - 8 -8 - 72612 8 028 s -3 2040 § -5 102564 § 42564 5 - 5 142,588 § -5 -8 375 s 142.090
TOTAL OCTHER EAFENSES= oS $ 7e07 § 320 § 1saron § BT § 1630 § - % - 8 25086 § 1304 5 205401 96,002 § 19wz § 0 § mpzs 8 287,446 § 967445 & - s SE7.446 § 46225 § - % 208,674 § 1.280.045
TUT, PERSOMNE!. K OTH EXP. = s 2602050 § 04,908 § 3863381 § 068,713 ¥ 676983 S 213,784 S 66917 3§ 193¢ F 1930 ¥ 11840 F 957 % 823,72 & 230158 ¥ REFE O 170,155 § 20625 § Asszezs 3 3552938 § - s 3562008 3 206,987 & - 5 813383 § ABTBIBE
1IC_ DISTRIBUT ED INDIRECT COSTS
(2 Cther Support Costs {Optional) -8 -3 - s - 8 - s - s -8 - $ - % - % - s - s - s - s - s - %
() Adminieaiion B2a62 5 1451 3 270745 27487 5 40518 5 -5 -5 20020 _§ 1501 § 24718 ssam s a1 3 s 3 - % 816363 _§ 318963 § - 5 00963 §
TOT. DISTRD INDIRECT COSTS = Bragez § 14571 § sram § rag7 § ames § -5 - % o000 8 4501 5 236,47 8 56,140 5 e 5 568 § - s 815,362 3 818363 3 - % BI85 §
TOTAL PROJECTED QPER. EXPENSES = $ 3120035 § 1227287 % ABST2Z3 3 1083284 3 784057 I 241,281 5 107,325 § 1930 § 1,930 3 221,680 % 14078 & 1082207 % 305208 $ 250305 & 28551 B 20625 § 4381,301 & A3EL301 § - 3 4381,501 §
1ID_ UNALLOWABLE GOSTS 5 1528 § ©@48) & 2570 § - % (743§ 23 % -8 - % - % -8 -3 - s - % (1,800} ¥ -8 - F 257 & @5 5 -8 2877 §
E.TOTAL SAMK LINES OF CREDIT EQUIVALENT = § - s - s - s - s - s -0 - s - s - - s -8 - s - s - s - 3 -8 - s - e S -
TOT. ALLOWABLE PROSD OPERITING EXP,  § - s -
Exchuding SAMH Crodtt Evivalont = § ERECET L L7 § 233466 & 1083252 § TERS1L 281047 § W7Eas 8 18% & 1050 § 251,580 s 1062207 3 205206 3 257,706 B astem § 20825 & 437724 437074 & B 2378720 § am2,287 473111
HF. CAPITAL EXPENDITURES s 84240 5 20808 § 85002 5 4500 § 088§ Mz § - % -8 - s 2400 5 17225 S 8710 3 - s - % -8 56§ 85162 5 -8 18 8 1o § - s 13078 5 115831
A& BUDEET
PART ll: CERTIFICATION ) )
1 contify tha ahavs In be an accurate projection and in agreoment with records and with the terms of thi ontraot with the.
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CERTIFIED PUBLIC ACCOUNTANTS

OWEN W. GrimsLEY, C.P.A,
DaLe L. Cavin, C.P.A.
MEMBERS

DonNa F. RoGers, C.P.A. FLORIDA INSTITUTE AND
AMERICAN INSTITUTE OF

CERTIFIED PuBLIC ACCOUNTANTS

REPCRT ON TINTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Directors

Chemical Addictions Recovery Effort, Inc.
4000 E. 3™ Street

Panama City, Florida 32404

We have audited the financial statements of Chemical Addictions

Recovery Effort, Inc. (a nonprofit organization)} as of and for the
year ended June 30, 2011, and have issued our report thereon dated
October 11, 2011. 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 Chemical
Addictions Recovery Effort, 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
Chemical Addictions Recovery Effort, TInc.’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 functicns, to prevent
or detect and correct misstatements on a timely basis. A material
weakness is a deficiency, or 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.

Post Office Box 220 = 4243 Lafayette Street * Marianna, Florida 32447-0220 » 850-526-3910 » FAX 850-482-6019
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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 contrel 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
Chemical Addictions Recovery Effort, 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 test disclosed no
instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

This report is intended scolely for the information and use c¢f
the Finance Committee, management, others within the Organization,
the Board of Directors, and federal and state awarding agenciles and
pass through entities and is not intended to be and should not be
used by anyone other than these specified parties.

Grimsley, Cavin & Company
Cctober 11, 2011 Certified Public Accountants
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Board of Directors

Chemical Addictions Reccovery Effeort, Inc.
4000 E. 3™ Street

Panama City, Florida 32404

Compliance

We have audited Chemical Addictions Recovery Effort, Inc.’”s
compliance with the types of compliance requirements described in
the OMB Circular A-133 Compliance Supplement and the Executive
Office of the Governor’s (Florida) State Projects Compliance
Supplement that could have a direct and material effect on each of
Chemical Addictions Recovery Effert, Inc.’s major federal programs
and state projects for the year ended June 30, 2011. Chemical
Addictions Recovery Effort, Tnc.’s major federal programs and state
projects are identified in the summary of auditor’s results section
of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulaticns, contracts;
and grants applicable to each of its major federal programs and
state projects is the responsibility of Chernical Addictions Recovery
Effort, Inc.'s management. Qur responsibility is to express an
opinion on Chemical Addictions Recovery Effort, 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 Nonprofit Organizations and Chapter 10.650, Rules
of the Auditor General (Florida). Those standards, OMB Circular A-
133 and Chapter 10.650, Rules of the Auditor General (Florida)
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 occurred. An
audit includes examining, on a test basis, evidence about Chemical
Addictions Recovery Effort, Inc.’s compliance with those requirements
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and performing such other procedures as we considered necessary in
the circumstances. We believe that our audit provides a reasonable
basis for our opinion. Our audit does not provide a legal
determination of Chemical Addictions Recovery Effort, Inc.’s
compliance with those requirements.

In our opinion, Chemical Addictions Recovery Effort, 1Inc.
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, 2011.

Internal Control Over Compliance

Management of Chemical Addictions Recovery Effort, Inc. 1is
responsible for establishing and maintaining effective internal
control over compliance with the requirements of laws, regulations,
contracts, and grants applicable to federal programs and state
projects. In planning and performing our audit, we considered
Chemical Addictions Recovery Effort, Inc.’'s internal control over
compliance with the requirements that could have a direct and
material effect on a major federal program or state project to
determine our 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, Rules of the Auditor General (Florida), 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 Chemical Addiction Recovery Effort, 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.
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Our consideration of internal control over compliance was for
the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies 1in 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 scolely for the information and use of
the Finance Committee, management, others within the Qrganization,
the Board of Directors, federal and state awarding agencies and
pass-through entities and is not intended to be and should not be
used by anyone other than these specified parties.

’ Grimsl&, Cavin & Com{:fn;

October 11, 2011 Certified Public Acccuntants
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CHEMICAL ADDICTIONS RECOVERY EFFORT, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
JUNE 30, 2011

Part T - Summary of Auditor’s Results

1.

The independent auditor’s report on the financial
statements expressed an unqualified opinion.

There were no reportable conditions in internal control
over financial reporting required to Dbe reported by
Government Auditing Standards.

We disclosed no instances of noncompliance considered
material to the financial statements.

There were no reportable conditions identified in internal
control over compliance with requirements applicable to the
major federal awards programs or state projects.

The independent auditor’s report on compliance with
requirements applicable to major federal awards programs
and state projects expressed an unqualified opinion.

The audit disclosed no findings required to be reported by
OMB Circular A-133 or The Executive Office of the
Governor’s (Florida) State Projects Compliance Supplement.

The Organization’s major federal programs and state
projects were:

A. Block Grant for the Prevention and Treatment of
Substance Abuse - CFDA #93.959

B. Substance Abuse Treatment and Aftercare Services for
Children - CSFA #60.030

C. Substance Abuse Treatment and Aftercare Services for
Adults - CSFA #60.033

A threshold of $300,000 was used to distinguish between
Type A and Type B programs as those terms are defined in
OMB Circular A-133 and The Executive O0Office of the
Governor’s (Florida) State Projects Compliance Supplements.

The Organization qualifies as a low-risk auditee as that
term is defined in OMB Circular A-133.
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CHEMICAL ADDICTIONS RECOVERY EFFORT, INC.
SCHEDULE OF FINDING AND QUESTIONED COSTS
JUNE 30, 2011

Part II - Financial Statement Findings Section

This section identifies the reportable conditions, material
weaknesses, and instances of noncompliance related to the financial
statements that are required to be reported in accordance with
Government Auditing Standards.

No items were noted in the current or prior year.

Part III - Federal Award Findings and Questioned Costs Section

This section i1dentifies reportable conditions, material
weaknesses, and instances of noncompliance, including questioned
costs, related to the audit of major federal programs, as required
to be reported by Circular A-133.

No items were noted in the current or prior year.

Part IV - State Projects Findings and Questioned Costs Section

This section identifies reportable conditions, material
weaknesses, and instances of noncompliance, including questioned
costs, related to the audit of major state projects, as required by
The Executive Office of the Governor’s (Florida) State Projects
Compliance Supplement.

No items were noted in the current or prior year.

No items were noted in the current year required to be reported in a
separate management letter.
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