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&y Keefe, McCullough & Co., LLP

Certified Public Accountants

INDEPENDENT AUDITORS' REPORT

To the Board of Directors and Finance Committee
South County Mental Health Center, Inc.
and South County Foundation for Mental Health, Inc.
Delray Beach, Florida

We have audited the accompanying combined statement of financial position of South County
Mental Health Center, Inc. (the “Center”) and South County Foundation For Mental Health, Inc. (the
“Foundation”) (both not-for-profit organizations), and collectively referred to as the "Organization,"
as of June 30, 2012, and the related combined statements of activities, functional expenses and cash
flows for the year then ended. These combined financial statements are the responsibility of the
Center's and Foundation's respective managements. Our responsibility is to express an opinion on
these combined financial statements based on our audit. The prior year summarized comparative
information has been derived from the Organization’s 2011 combined financial statements and, in our
report dated December 19, 2011, we expressed an unqualified opinion on those combined 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 combined financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the combined financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall combined financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the combined financial statements referred to above present fairly, in all material
respects, the combined financial position of South County Mental Health Center, Inc. and South
County Foundation For Mental Health, Inc. at June 30, 2012, and the combined changes in their net
assets and their combined cash flows for the year then ended, in conformity with accounting principles
generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
December 21, 2012, on our consideration of South County Mental Health Center, Inc.'s internal
control over financial reporting and our tests of its compliance with certain provisions of laws,
regulations, contracts and grants 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.
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South County Mental Health Center, Inc. and
South County Foundation For Mental Health, Inc.

Our audit was conducted for the purpose of forming an opinion on the combined financial
statements of South County Mental Health Center, Inc. and South County Foundation For Mental
Health, Inc. as a whole. The accompanying schedule of expenditures of Federal awards and state
financial assistance is presented for purposes of additional analysis as required by U.S. Office of
Management and Budget (OMB) Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations and the Florida Single Audit Act, and is not a required part of the basic combined
financial statements. Furthermore, the schedules of program/cost center actual expenses and
revenues, state earnings, and bed-day availability payments are also presented for purposes of
additional analysis and are not a required part of the combined 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 combined financial statements. This supplemental
information has been subjected to the auditing procedures applied in the audit of the combined
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the combined
financial statements or to the combined financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America.
In our opinion, the supplemental information is fairly stated in all material respects in relation to the
combined financial statements as a whole.

Kee/{e, WC @u([w%lt & Co., LLP

KEEFE, McCULLOUGH & CO., LLP

Fort Lauderdale, Florida
December 21, 2012



SOUTH COUNTY MENTAL HEALTH CENTER, INC. AND

SOUTH COUNTY FOUNDATION FOR MENTAL HEALTH, INC.

COMBINED STATEMENT OF FINANCIAL POSITION
June 30, 2012
(with comparative totals as of June 30, 2011)

ASSETS:

Cash and cash equivalents
(includes $ 102,570 of
Center's client funds)

Investments

Due from contracting agencies

Accounts receivable:
Consumers (net of allowance

for uncollectible accounts

and charitable adjustments of
$ 6,678,916 for the Center)
Third parties (net of allowance
for uncollectible accounts and
contractual adjustments of

$ 927,928 for the Center)

Inventories

Prepaid expenses

Property and equipment,
less accumulated depreciation
of $ 1,873,930 for the Center
and $ 2,555,990 for the
Foundation
Deposits and other assets

Total assets

ASSETS
The The

Center Foundation 2012 2011
$ 226,744 $ 676,013 $ 902,757 $ 1,012,136

- 86,194 86,194 -
1,303,470 - 1,303,470 1,072,160
671,553 - 671,553 650,367
1,987,495 - 1,987,495 1,656,326
274,133 - 274,133 293,430
592,217 3,404,930 3,997,147 4,267,790
210 59,774 59,984 67,417
$ 5,055,822 $ 4,226,911 $ 9,282,733 $ 9,019,626




SOUTH COUNTY MENTAL HEALTH CENTER, INC. AND

SOUTH COUNTY FOUNDATION FOR MENTAL HEALTH, INC.

COMBINED STATEMENT OF FINANCIAL POSITION
June 30, 2012
(with comparative totals as of June 30, 2011)

LIABILITIES AND NET ASSETS

LIABILITIES:
Accounts payable
Accrued expenses
Accrued employee benefits
Debt
Intercompany loan balances

Total liabilities

COMMITMENTS AND
CONTINGENCIES (Notes 6,
7, 11 and 12)

NET ASSETS:
Unrestricted - designated
Unrestricted - undesignated

Total net assets

Total liabilities and
net assets

The The
Center Foundation 2012 2011
$ 406,457 $ - $ 406,457 $ 400,111
524,118 3,020 527,138 437,301
446,333 - 446,333 486,402
167,785 1,848,856 2,016,641 2,050,361
2,376,220 (2,376,220) - -
3,920,913 (524,344) 3,396,569 3,374,175
- 4,751,255 4,751,255 4,625,857
1,134,909 - 1,134,909 1,019,594
1,134,909 4,751,255 5,886,164 5,645,451
$_5.055.822 $ 42260911 $_9.282.733 $_9.019.626

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



SOUTH COUNTY MENTAL HEALTH CENTER, INC. AND
SOUTH COUNTY FOUNDATION FOR MENTAL HEALTH, INC.

COMBINED STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2012

(with comparative totals for the year ended June 30, 2011)

The The
Center Foundation 2012 2011
CHANGE IN UNRESTRICTED
NET ASSETS:
Operating revenues:
Grants and contracts for
Center operations $ 7,221,476 - $ 7221476 $ 7,221,175
Net consumer service revenue 5,860,042 - 5,860,042 5,885,931
Contributions of donated
goods and services 2,507,666 2,511 2,510,177 2,326,762
Contributions, public support - 114,225 114,225 46,019
Other revenues 121,026 - 121,026 100,245
Total operating revenues 15,710,210 116,736 15,826,946 15,580,132
Operating expenses:
Operating expenses 14,851,486 30,399 14,881,885 14,805,467
Provision for depreciation 238,902 148,939 387,841 404,991
Interest expense 4,840 111,154 115,994 120,739
Donated services 222,767 2,511 225,278 213,666
Provision for amortization - 4,243 4,243 22,028
Total operating expenses 15,317,995 297,246 15,615,241 15,566,891
Excess (deficiency) of
operating revenues over
operating expenses 392,215 (180,510) 211,705 13,241
Nonoperating revenues
(expenses):
Investment income 330 28,678 29,008 2,518
Intercompany rental income
(expense) (277,230) 277,230 - -
Total nonoperating
revenues (expenses) (276,900) 305,908 29,008 2,518
Change in net assets 115,315 125,398 240,713 15,759
NET ASSETS, July 1 1,019,594 4,625,857 5,645,451 5,629,692
NET ASSETS, June 30 $_ 1.134.909 4751255 $_ 5.886.164 $_ 5.645.451

The accompanying notes to combined financial statements are an integral part of these statements.
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SOUTH COUNTY MENTAL HEALTH CENTER, INC. AND

SOUTH COUNTY FOUNDATION FOR MENTAL HEALTH, INC.
COMBINED STATEMENT OF CASH FLOWS
For the Year Ended June 30, 2012
(with comparative totals for the year ended June 30, 2011)

The The
Center Foundation 2012 2011

CASH FLOWS FROM
OPERATING AND
NONOPERATING
ACTIVITIES:
Change in net assets $ 115,315  $ 125,398  $ 240,713  $ 15,759
Adjustments to reconcile
change in net assets to net
cash provided by (used in)
operating and nonoperating
activities:
Provision for depreciation 238,902 148,939 387,841 404,991
Provision for amortization - 4,243 4,243 22,028
Gain on disposition of
property and equipment (1,000) - (1,000) -
Grants for property and
equipment (20,504) - (20,504) -
Contribution of investments - (75,031) (75,031) -
Unrealized/realized (gains) - (26,166) (26,166) -
Changes in assets and liabilities:
(Increase) decrease in due from
contracting agencies (231,310) - (231,310) (2,301)
(Increase) decrease in accounts
receivable (21,186) - (21,186) 27,694
(Increase) decrease in
inventories (331,169) - (331,169) 132,544
(Increase) decrease in prepaid
expenses 19,297 - 19,297 123,429
(Increase) decrease in deposits
and other assets 3,190 - 3,190 -
Increase (decrease) in accounts
payable 6,346 - 6,346 (24,026)
Increase (decrease) in accrued
expenses 90,022 (185) 89,837 (88,390)
Increase (decrease) in accrued
employee benefits (40,069) - (40,069) 60,647

Net cash provided by
(used in) operating and
nonoperating activities (172,166) 177,198 5,032 672,375




SOUTH COUNTY MENTAL HEALTH CENTER, INC. AND

SOUTH COUNTY FOUNDATION FOR MENTAL HEALTH, INC.
COMBINED STATEMENT OF CASH FLOWS
(continued)
For the Year Ended June 30, 2012
(with comparative totals for the year ended June 30, 2011)

The The
Center Foundation 2012 2011
CASH FLOWS FROM
INVESTING ACTIVITIES:
Payments for purchases of
property and equipment (96,694) - (96,694) (21,007)
Proceeds from disposition of
property and equipment 1,000 - 1,000 -
Net cash used in
investing activities (95,694) - (95,694) (21,007)
CASH FLOWS FROM
FINANCING ACTIVITIES:
Proceeds from borrowings 238,225 800,000 1,038,225 2,815,853
Proceeds from sales of
investments, net - 15,003 15,003 -
Advances (to) from related party 115,634 (115,634) - -
Payments for closing costs - - - (63,641)
Principal payments on debt (242,009) (829,936) (1,071,945) (3,187,939)
Net cash provided by
(used in) financing
activities 111,850 (130,567) (18,717) (435,727)
Net increase
(decrease) in cash
and cash equivalents (156,010) 46,631 (109,379) 215,641
CASH AND CASH
EQUIVALENTS, July 1 382,754 629,382 1,012,136 796,495
CASH AND CASH
EQUIVALENTS, June 30 226,744 676,013 ¢ 902,757 ¢ 1,012,136

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



SOUTH COUNTY MENTAL HEALTH CENTER, INC. AND

SOUTH COUNTY FOUNDATION FOR MENTAL HEALTH, INC.
NOTES TO COMBINED FINANCIAL STATEMENTS
June 30, 2012

NOTE 1 - ORGANIZATION AND OPERATIONS

South County Mental Health Center, Inc. (the “Center”) is a not-for-profit, tax exempt
organization which operates mental health and substance abuse facilities in the southern part of
Palm Beach County, Florida. The Center charges fees based upon its consumers' ability to pay
for clinical services and receives grants, contributions, and contracts from various governmental
agencies and other sources for providing these services. South County Foundation For Mental
Health, Inc. (the “Foundation™) is a not-for-profit, tax exempt organization engaged in the
solicitation of charitable funds mainly for the construction and/or acquisition and maintenance of
mental health and substance abuse facilities to house the Center's operations. In tandem with the
fundraising process, the Foundation carries out community mental health and substance abuse
education.

The accompanying combined financial statements include the accounts of the Center and
the Foundation. They are presented on a combined basis because the two organizations have the
same management team, certain common board members and are financially interrelated. All
intercompany balances and transactions are eliminated on a combined basis.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of presentation:

The combined financial statement presentation follows the recommendation of the Financial
Accounting Standards Board in its Accounting Standards Codification (ASC) No. 958, Not-for-
Profit Entities. Under ASC No. 958, the Center and the Foundation are required to report
information regarding their financial positions and activities according to three classes of net
assets: unrestricted net assets, temporarily restricted net assets, and permanently restricted net
assets. Neither the Center nor the Foundation had any temporarily or permanently restricted net
assets at June 30, 2012.

Summarized prior year information:

The combined financial statements include summarized comparative information from the
prior year which is not presented by net asset type and functional expense classification and does
not include sufficient detail to conform with accounting principles generally accepted in the United
States of America. This report should be read in conjunction with the Center’s and the
Foundation’s audited combined financial statements for the year ended June 30, 2011, from which
the comparative information was extracted.

Restricted and unrestricted revenue and support:

Contributions received are recorded as unrestricted, temporarily restricted, or permanently
restricted support, depending on the existence and/or nature of any donor restrictions. Noncash
contributions are recorded at their fair value on the date received.

10



SOUTH COUNTY MENTAL HEALTH CENTER, INC. AND

SOUTH COUNTY FOUNDATION FOR MENTAL HEALTH, INC.
NOTES TO COMBINED FINANCIAL STATEMENTS
June 30, 2012

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Support that is restricted by the donor is reported as an increase in unrestricted net assets if
the restriction expires in the reporting period in which the support is recognized. All other donor-
restricted support is reported as an increase in temporarily or permanently restricted net assets,
depending on the nature of the restriction. When a restriction expires (that is, when a stipulated
time restriction ends or purpose restriction is accomplished), temporarily restricted net assets are
reclassified to unrestricted net assets and reported in the combined statement of activities as net
assets released from restrictions.

Cash and cash equivalents:

The Center and the Foundation consider all highly liquid investments with a maturity of
three months or less when purchased to be cash equivalents. At times, the Center and the
Foundation may maintain cash balances at a financial institution which exceeds Federally insured
amounts. These amounts are maintained with what management believes to be a quality financial
institution.

Investments:

Investments in marketable securities with readily determinable fair values and all
investments in debt securities are reported at their fair values in the statement of financial position.
Unrealized gains and losses are included in the change in net assets. Investment income and gains
restricted by a donor are reported as increases in unrestricted net assets if the restrictions are met
(either by passage of time or by use) in the reporting period in which the income and gains are
recognized.

Accounts receivable:

Accounts receivable are carried at amounts estimated to be realized based on past
experience.

The Center has established an administrative formula whereby the consumers are expected
to pay amounts based upon their individual financial ability. Based on past experience, the Center
believes if these amounts are not collected at the time of service there is little likelihood of future
collection. Accordingly, the full amount of accounts receivable from consumers has been reserved
at June 30, 2012.

During the year ended June 30, 2012, the gross revenue from consumer service at
established rates was $ 18,809,246 for the Center. Consumer service revenue is presented net of a
provision for uncollectible accounts, contractual adjustments and ability to pay adjustments in the
accompanying combined financial statements.

Promises to give:

Unconditional promises to give are recognized as revenues or gains in the period received
and as assets, decreases of liabilities, or expenses depending on the form of the benefits received.
Conditional promises to give are recognized when the conditions on which they depend are
substantially met. Neither the Center nor the Foundation had any unconditional or conditional
promises to give at June 30, 2012.
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SOUTH COUNTY MENTAL HEALTH CENTER, INC. AND

SOUTH COUNTY FOUNDATION FOR MENTAL HEALTH, INC.
NOTES TO COMBINED FINANCIAL STATEMENTS
June 30, 2012

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Inventories:
Inventories consist of drugs and food. Donated drugs are stated at fair market value.
Purchased drugs and food are stated at current replacement cost and the resulting carrying amounts
are not significantly different from that which would result if the lower of cost (first-in, first-out

method) or market were used.

Property and equipment:

Property and equipment are carried at cost if purchased or, if donated, at the fair value on
the date of donation, less an allowance for depreciation. The Center and the Foundation provide
for depreciation using the straight-line method over the following useful lives:

Buildings and improvements 5-40 years
Leasehold improvements 5-35 years
Furniture and equipment 4-20 years
Computer equipment and software 3-5 years
Vehicles 5 years

Maintenance and repairs are charged to expense when incurred. Additions and major
renewals are capitalized.

Donations of property and equipment are reported as unrestricted support unless the donor
has restricted the donated asset to a specific purpose. Assets donated with explicit restrictions
regarding their use and contributions of cash that must be used to acquire property and equipment
are reported as restricted support. Without donor stipulations regarding how long those donated
assets must be maintained, the Center and the Foundation report expirations of donor restrictions
when the donated assets are placed in service, reclassifying temporarily restricted net assets to
unrestricted net assets at that time. The Center received $ 20,504 in grants for property and
equipment for the year ended June 30, 2012.

Amortization of loan costs:

Loan costs are amortized over the debt term on a straight-line basis.

Deferred revenue:

Grant and contract revenue (i.e. advances) that is not recognized because the allowable
costs as defined by the individual grant or contract have not been incurred and/or the units of
service have not been rendered is considered deferred revenue.

Grant and contract revenue:

Grant and contract revenue is recognized when the allowable costs as defined by the
individual grants or contracts are incurred and/or the units of service have been rendered. Due
from contracting agencies at year end represents allowable expenditures incurred and/or units of
service rendered which have not yet been reimbursed by the granting agency.

12



SOUTH COUNTY MENTAL HEALTH CENTER, INC. AND

SOUTH COUNTY FOUNDATION FOR MENTAL HEALTH, INC.
NOTES TO COMBINED FINANCIAL STATEMENTS
June 30, 2012

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Donated goods and services:

The Center and the Foundation receive donated goods and services, paying for most
services requiring specific expertise. A number of volunteers have donated their time in various
Center program service areas and in the Foundation's efforts to solicit charitable contributions.
When the value of donated services requires specific expertise, they are recorded in the combined
financial statements as revenues and expenses. For the year ended June 30, 2012, the Center
recorded $ 220,170 in donated services which related to various clinical and other program related
costs and $ 2,597 in donated professional services (administrative). During the year ended June
30, 2012, the value of contributed services meeting requirements for recognition in the
Foundation’s financial statements was approximately $ 2,500. Donated goods are recorded as
contributions and a corresponding expense at their estimated fair value at the date of donation.
For the year ended June 30, 2012, the Center recorded $ 2,284,899 in such donations, consisting
principally of drugs which are included in inventories or in medical and pharmacy expense in
various Center programs.

Functional expenses:

The Center has a number of programs (cost centers) and maintains accounting records
separately for each of them. Expenses incurred are charged to each program (cost centers) for
direct expenditures incurred. All expenses not directly chargeable are allocated based on the
program's (cost center’s) proportionate share of total expenditures, as well as various other
estimates developed by management.

Since the Foundation has only one major function, as described in Note 1, expenses are
shown by type rather than by function in the accompanying combined statement of activities.

Use of estimates:

The preparation of the combined financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the combined financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

Date of management review:

Subsequent events were evaluated by management through December 21, 2012, which is
the date the financial statements were available for issuance.

NOTE 3 - INVESTMENTS

Investments reported on the statement of financial position are in a managed account that
requires the approval of a member of the Executive Committee of the Board of Directors before
any expenditure can be made from the account. These funds have been set aside by the
Foundation for future extraordinary expenses, including capital expenditures and/or declines in
public support and revenue.
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SOUTH COUNTY MENTAL HEALTH CENTER, INC. AND

SOUTH COUNTY FOUNDATION FOR MENTAL HEALTH, INC.
NOTES TO COMBINED FINANCIAL STATEMENTS
June 30, 2012

NOTE 3 - INVESTMENTS (continued)

In accordance with the Financial Accounting Standards Board in its Accounting Standards
Codification (ASC) No. 820, Fair Value Measurements and Disclosures, the Foundation provides
certain required disclosures. ASC No. 820 establishes a fair value hierarchy that prioritizes 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 or liabilities (Level 1 measurements)
and the lowest priority to measurements involving significant unobservable inputs (Level 3
measurements).

The three levels of the fair value hierarchy are as follows:

. Level 1 inputs are quoted prices (unadjusted) in active markets for
identical investments that the Foundation has the ability to access at the
measurement date.

. Level 2 inputs are other than quoted prices included within Level 1 that
are observable for the investments, either directly or indirectly (e.g.
quoted prices in actual markets for similar securities, securities
valuations based on commonly quoted benchmarks, interest rates and
yield curves, and/or securities indices).

. Level 3 inputs that are unobservable for the investments (e.g.
information about assumptions, including risk, market participants would
use in pricing a security).

The level in the fair value hierarchy within which a fair measurement in its entirety falls is
based on the lowest level input that is significant to the fair value measurement. The input or
methodology used for valuing securities is not necessarily an indicator of risk associated with
investing in those securities. At June 30, 2012, the fair value of investments by type was as

follows:
Level 1 Level 2 Level 3 Total
INVESTMENT TYPE:
Cash and cash equivalents $ - $ 509 $ - $ 509
Equity securities 85,685 - - 85,685
$ 85,685 $ 509 $ - $ 86,194

Investment income relative to these investments, and other interest bearing accounts, is
composed of:

Realized/unrealized gain

on investments $ 26,166
Interest and dividend income 2,882
Investment fees and charges 40)

Total $ 29,008
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SOUTH COUNTY MENTAL HEALTH CENTER, INC. AND

SOUTH COUNTY FOUNDATION FOR MENTAL HEALTH, INC.
NOTES TO COMBINED FINANCIAL STATEMENTS
June 30, 2012

NOTE 4 - PROPERTY AND EQUIPMENT

Property and equipment consists of the following at June 30, 2012:

Building and improvements
Leasehold improvements
Furniture and equipment
Computer equipment and software
Vehicles

Less accumulated depreciation

Land

NOTE 5 - DEBT

Debt at June 30, 2012 is as follows:

Mortgage note payable to a bank in
monthly installments of $ 10,886
including interest at a fixed rate of
6.06% through July 2025, at which
time a balloon principal payment of
approximately ~ $ 1,0150,00  plus
accrued interest will be due. This
obligation has been guaranteed by the
Center and is collateralized by all
property and equipment currently
owned and subsequently acquired by
the Foundation and the Center.
Further, this mortgage note is cross-
collateralized and cross-defaulted
with the revolving line of credit
discussed on the next page. In
addition, this mortgage note is subject
to prepayment penalties during its
first five years.

The The
Center Foundation Total
- $ 4,900,494 4,900,494
1,161,031 - 1,161,031
585,498 82,796 668,294
452,794 56,953 509,747
266,824 22,580 289.404
2,466,147 5,062,823 7,528,970
1,873,930 2,555,990 4,429,920
592,217 2,506,833 3,099,050
- 898,097 898.097
592,217 3,404,930 3,997,147
The The
Center Foundation Total
$ - $ 1,624,823 $ 1,624,823
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SOUTH COUNTY MENTAL HEALTH CENTER, INC. AND

SOUTH COUNTY FOUNDATION FOR MENTAL HEALTH, INC.
NOTES TO COMBINED FINANCIAL STATEMENTS
June 30, 2012

NOTE 5 - DEBT (continued)

The The
Center Foundation Total

$ 750,000 revolving line of credit
payable to a bank in interest only
installments at a variable rate per
annum equal to the greater of the
prime rate or 200 basis points in
excess of the one-month London
Interbank Market (LIBOR) (3.25% at
June 30, 2012) and is due on demand.
This line of credit has been
guaranteed by the Center and is
collateralized by all property and
equipment currently owned and
subsequently  acquired by the
Foundation and the Center. Further,
this revolving facility 1is cross-
collateralized and cross-defaulted
with the mortgage note discussed on
the previous page. - 224,033 224,033

Installment loan in connection with
insurance premiums, payable in
monthly installments of $ 24,366
including interest at a fixed rate of
4.95% through February 2013. This
obligation is  collateralized by
unexpired insurance premiums. 167,785 - 167,785

&

$ 167,785 $ 1,848,856 2,016,641

Future debt principal payments in the aggregate are approximately as follows:

Year Ending The The
June 30 Center Foundation Total

2013 $ 167,800 $ 255,700 $ 423,500
2014 - 33,700 33,700
2015 - 35,800 35,800
2016 - 37,800 37,800
Thereafter - 1,485,900 1,485,900

$ 167,800 $ 1,848,900 $ 2,016,700

16



SOUTH COUNTY MENTAL HEALTH CENTER, INC. AND

SOUTH COUNTY FOUNDATION FOR MENTAL HEALTH, INC.
NOTES TO COMBINED FINANCIAL STATEMENTS
June 30, 2012

NOTE 5 - DEBT (continued)

The loan agreements relating to the financial arrangements discussed in this section
(Foundation) require certain restrictive covenants, including, but not limited to, the following:
$ 500,000 minimum liquidity; maintaining a ratio of (i) net income from operations plus
depreciation and interest expense, to (ii) total interest expense and total current maturities of long-
term debt of at least 1.25 to 1.00; continuation of a Center’s third party accreditation; financial
reporting; and on-going grant agreements between the Center and both the State of Florida
Department of Children and Families and Palm Beach County. At June 30, 2012, both the Center
(as guarantor) and the Foundation were in compliance with these requirements.

NOTE 6 - GRANTS AND CONTRACTS FOR CENTER OPERATIONS

Funding agreements for services to be provided are entered into on an annual basis. The
release of funds is subject to monies being made available by the Federal government, the State of
Florida, Palm Beach County and certain other agencies. Certain of these agreements may be
terminated by either party upon thirty days written notice. However, such an event would be
unlikely if contract performance continues to be satisfactory.

Certain funding arrangements require the Center to provide additional services on a
specified matching basis. In all such contract arrangements, the Center has met its matching
requirements.

Matching requirements fulfilled were as follows:

Contract Matching
Grantor Year Number Requirement
State of Florida Department
of Children and Families 2012 IH-606 $ 1,435,077
State of Florida Department
of Transportation 2012 ALO065 2,278
$ 1,437,355

The Center receives financial assistance from Federal, state and local governmental
agencies in the form of grants and contracts. The disbursement of funds received under these
programs generally requires compliance with terms and conditions specified in the grant
agreements and may be subject to audit by the grantor agencies. As a result of such audits, the
grantor agency may require that amounts be returned. In certain instances, the grantor agency
may increase its grant of funds to the Center to offset amounts which would otherwise be
repayable based on audits. As of June 30, 2012, the Organization had no amounts required to be
returned as a result of such audits.

In accordance with the Federal OMB Circular A-133, Audits of States, Local Governments
and Non-Profit Organizations, and the Florida Single Audit Act, the Center is required to perform
“single audits” when the required threshold of $ 500,000 in grant expenditures from either source
is exceeded. The Center has grant revenue for the year ended June 30, 2012 from the following
governmental agencies that was not subject to the single audit requirements:
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SOUTH COUNTY MENTAL HEALTH CENTER, INC. AND

SOUTH COUNTY FOUNDATION FOR MENTAL HEALTH, INC.
NOTES TO COMBINED FINANCIAL STATEMENTS
June 30, 2012

NOTE 6 - GRANTS AND CONTRACTS FOR CENTER OPERATIONS (continued)

CFDA/
Contract CSFA
Grantor Number Number Amount
LOCAL FINANCIAL ASSISTANCE:
Palm Beach County:
Financially Assisted Agency
Program R2011-1996 - $ 1,115,082
R2010-1658 - 377,220
Total expenditures of local financial assistance $ 1,492,302
OTHER STATE FUNDING:
State of Florida Department
of Children and Families:
Maintenance of Effort (MOE) IH-606 - $ 2,709,487
State of Florida Department
of Transportation:
Capital Assistance Program for
Elderly and Persons with
Disabilities AL-065 (11/12) - 2,050
Total expenditures of other state funding $ 2,711,537

NOTE 7 - COMMITMENTS

Lease agreements:

The Center leases certain office equipment under an operating agreement which expires in
December 2014. The total monthly lease payment is $ 175. Total rent expense in connection with
this agreement, amounted to approximately $ 2,100 as of June 30, 2012.

Future minimum lease payments under the current lease arrangement are expected to be
approximately as follows:

Year Ending The The
June 30 Center Foundation Total
2013 $ 2,100 $ - $ 2,100
2014 900 - 900
Thereafter - - -
$ 3,000 $ - $ 3,000

18



SOUTH COUNTY MENTAL HEALTH CENTER, INC. AND

SOUTH COUNTY FOUNDATION FOR MENTAL HEALTH, INC.
NOTES TO COMBINED FINANCIAL STATEMENTS
June 30, 2012

NOTE 7 - COMMITMENTS (continued)

The Center leases its facilities from a related party, South County Foundation For Mental
Health, Inc. (the “Foundation”). The lease has a forty year term and provides for monthly rent
totaling an amount equal to the costs of ownership, including depreciation, plus all amounts due
under the terms of the outstanding debt of the Foundation (Note 5). During the year, the Center
paid the Foundation approximately $ 277,200. Details of this intercompany lease have not been
included in the schedule presented on the previous page because they are eliminated on a combined
basis.

Employment contract:

The Center has an employment agreement with its Chief Executive Officer. This
agreement may be extended for an additional year on the contract anniversary date of each year
unless either party gives the other written notice of termination as provided under its terms.

NOTE 8 - EMPLOYEE BENEFIT PLAN

The Center previously established an employee savings plan under the Internal Revenue
Code §401(k). This plan covers all qualified employees who are age eighteen or older and have
one year of service (1,000 hours). The eligible participants are permitted to contribute up to
$ 17,000 of their compensation, subject to certain statutory limitations. Eligible participants over
50 years of age may contribute up to an additional $ 5,500. The plan provides for discretionary
matching contributions to be determined annually by the Center’s Board of Directors. During the
year ended June 30, 2012, the Center matched 100% of participants’ contributions which could not
exceed 5% of the participants’ compensation for the plan year. The employee savings plan
expense for the year ended June 30, 2012 was approximately $ 120,000.

NOTE 9 - UNRESTRICTED NET ASSETS
The unrestricted net assets of the Foundation, totaling $ 4,751,255, have been designated
by the Foundation's governing board for the construction and/or acquisition and maintenance of
mental health and substance abuse facilities.
NOTE 10 - INCOME TAXES
The Center and the Foundation are both not-for-profit organizations, exempt from tax
under Internal Revenue Code Section 501(c)(3), therefore, no tax provision has been made in the
accompanying combined financial statements.
NOTE 11 - CONTINGENCIES
The Center is involved in certain litigation which arose in the normal course of operations.
The Center’s management and legal counsel believe that the amount of liability resulting from any

pending or unasserted claims is not reasonable determinable at this time but should be within the
Center’s insurance coverage limits.
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SOUTH COUNTY MENTAL HEALTH CENTER, INC. AND

SOUTH COUNTY FOUNDATION FOR MENTAL HEALTH, INC.
NOTES TO COMBINED FINANCIAL STATEMENTS
June 30, 2012

NOTE 11 - CONTINGENCIES (continued)

The Center has workers compensation policies, retrospective rating plan incurred loss, in
which the Center may be liable for claims up to certain amounts. At June 30, 2012, there were
outstanding claims, of which additional expenses may be incurred by the Center. Management has
estimated and accrued approximately $ 26,700 for open outstanding claims as of June 30, 2012.

NOTE 12 - CONCENTRATION IN OPERATIONS

The Center receives a substantial amount of its operating revenues from the State of
Florida, including Medicaid, the Federal government and other county/local agencies. If a
significant reduction in the level of funding were to occur, there would be an adverse effect on the
Center’s programs and activities.

NOTE 13 - SUPPLEMENTAL CASH FLOW INFORMATION

Supplemental Disclosure of Other Cash Flow Information:

The The
Center Foundation Total

Cash received during the year for -
Interest and dividend income $ 330 $ 2,552 $ 2,882
Cash paid during the year for -
Interest expense $ 4,840 $ 111,339 $ 116,179
Noncash Investing Actvities:
Acquisition of property and
equipment -
Cost of property and equipment $ 117,198 $ - $ 117,198
Less: grants for property
and equipment (20,504) - (20,504)

Cash paid for property

and equipment $ 96,694 $ - $ 96,694
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SOUTH COUNTY MENTAL HEALTH CENTER, INC.
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
AND STATE FINANCIAL ASSISTANCE
June 30, 2012

NOTE 1 - BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards and State Financial
Assistance include the grant activity of the Center and is presented on the accrual basis of
accounting. The information in this schedule is presented in accordance with the requirements of
the U.S. Office of Management and Budget (OMB) Circular A-133, Audits of States, Local
Governments and Non-Profit Organizations and Chapter 10.650, Rules of the Auditor General.
Therefore, some amounts presented in this schedule may differ from amounts presented in or used
in the preparation of the financial statements.

NOTE 2 - CONTINGENCY

The grant and contract revenue amounts received are subject to audit and adjustment. If
any expenditures or expenses are disallowed by the grantor agencies as a result of such an audit,
any claim for reimbursement to the grantor agencies would become a liability of the Center. In
the opinion of management, all grant expenditures are in compliance with the terms of the
grant/contract agreements and applicable Federal and state laws and other applicable regulations.
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SOUTH COUNTY MENTAL HEALTH CENTER, INC.
SCHEDULE OF STATE EARNINGS
For the Year Ended June 30, 2012

TOTAL EXPENDITURES $ 15,595,225
Less other state and Federal funds (3,096,984)
Less nonmatch SAMH funds (1,249,249)
Less unallowable costs per 65E-14, F.A.C. (12,508)

TOTAL ALLOWABLE EXPENDITURES $ 11,236,484

MAXIMUM AVAILABLE EARNINGS $ 8,427,363

AMOUNT OF STATE FUNDS REQUIRING MATCH $ 4,379,949

AMOUNT DUE TO DEPARTMENT * $ 4,047,414

* If this amount is negative, the amount is due to the department up to the amount on line listed
as "amount of state funds requiring match."
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INTERNAL CONTROLS
AND COMPLIANCE



i Keefe, McCullough & Co., LLP

Certified Public Accountants

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

To the Board of Directors and Finance Committee
South County Mental Health Center, Inc.
Delray Beach, Florida

We have audited the financial statements of South County Mental Health Center, Inc. (a not-for-
profit organization) (the “Center”) as of and for the year ended June 30, 2012, and have issued our
report thereon dated December 21, 2012. 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

Management of the Center is responsible for establishing and maintaining effective internal control
over financial reporting. In planning and performing our audit, we considered the Center'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 the Center’s internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the Center’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 Center’s financial statements will not be prevented, or detected and
corrected on a timely basis.

Our consideration of the 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 the Center'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.

6550 N. Federal Highway = Suite 410 @ Fort Lauderdale, FL 33308 # 954.771.08%6 = 954.938.9353 (F) & www.kmccpa.com
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South County Mental Health Center, Inc.

This report is intended solely for the information and use of the Board of Directors, Finance
Committee, management, others within the Center, the Auditor General of the State of Florida and
Federal and state awarding agencies, and is not intended to be and should not be used by anyone other
than these specified parties.

Keef,e, WC Cu([m%/t & Co., LLP
KEEFE, McCULLOUGH & CO., LLP

Fort Lauderdale, Florida
December 21, 2012
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i Keefe, McCullough & Co., LLP

Certified Public Accountants

INDEPENDENT AUDITORS’ 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 and Finance Committee
South County Mental Health Center, Inc.
Delray Beach, Florida

Compliance

We have audited South County Mental Health Center, Inc.’s (a not-for-profit organization) (the
“Center”) compliance with the types of compliance requirements described in the U.S. Office of
Management and Budget (OMB) Circular A-133 Compliance Supplement, and the requirements
described in the Florida Department of Financial Services’ State Projects Compliance Supplement,
that could have a direct and material effect on the Center’s major federal program and state project for
the year end June 30, 2012. The Center’s major federal program and state project is identified in the
summary of auditors' results section of the accompanying Schedule of Findings and Questioned Costs.
Compliance with the requirements of laws, regulations, contracts and grants applicable to its major
Federal program and state project is the responsibility of the Center's management. Our responsibility
is to express an opinion on the Center'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. 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 occurred. An audit includes
examining, on a test basis, evidence about the Center'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 the Center's compliance with those requirements.

In our opinion, the Center complied, in all material respects, with the compliance requirements
referred to above that could have a direct and material effect on its major Federal program and state
project for the year ended June 30, 2012.

Internal Control over Compliance

The management of the Center is 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 the
Center'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, 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 the Center’s internal
control over compliance.

6550 N. Federal Highway = Suite 410 @ Fort Lauderdale, FL 33308 # 954.771.08%6 = 954.938.9353 (F) & www.kmccpa.com
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South County Mental Health Center, Inc.

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 and 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 and state project will not be prevented, or detected and
corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be 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 and use of the Board of Directors, Finance
Committee, management, others within the Center, the Auditor General of the State of Florida,

Federal and state awarding agencies, and is not intended to be and should not be used by anyone other
than these specified parties.

/(eeﬁe, M eu([oL(?A & Co., LLP

KEEFE, McCULLOUGH & CO., LLP

Fort Lauderdale, Florida
December 21, 2012
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SOUTH COUNTY MENTAL HEALTH CENTER, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended June 30, 2012

A. SUMMARY OF AUDITORS’ RESULTS

1.

The auditors’ report expresses an unqualified opinion on the financial statements of South
County Mental Health Center, Inc.

No material weaknesses relating to the audit of the financial statements are reported in the
Independent Auditors’ Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements Performed in
Accordance with Government Auditing Standards.

No instances of noncompliance material to the financial statements of South County Mental
Health Center, Inc. were disclosed during the audit.

No material weaknesses relating to the audit of the major Federal program and state project
are reported in the Independent Auditors’ 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.

The auditors’ report on compliance for the major Federal program and state project for
South County Mental Health Center, Inc. expresses an unqualified opinion.

There are no audit findings relative to the major Federal program and state project for
South County Mental Health Center, Inc. reported in Part C of this schedule.

The program/project tested as major program/project are the following:

Federal Program Federal CFDA No.
United States Department of Health

and Human Services -

Block Grants for Community

Mental Health Services 93.958

State Project State CSFA No.
State of Florida Department of

Children and Families,

Baker Act 60.006

The threshold for distinguishing Type A and B projects was $ 300,000 for both major
Federal programs and state projects.

South County mental Health Center, Inc. was not determined to be a low risk auditee
pursuant to OMB Circular A-133.

B. FINDINGS - FINANCIAL STATEMENTS AUDIT

No matters were reported.

C. FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARDS PROGRAMS
AND STATE FINANCIAL ASSISTANCE PROJECTS AUDITS

No matters were reported.
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SOUTH COUNTY MENTAL HEALTH CENTER, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(continued)

For the Year Ended June 30, 2012

D. OTHER ISSUES

1.

No management letter is required because there were no findings required to be reported in
a separate management letter.

No summary schedule of prior year audit findings and recommendations is required
because there were no prior year audit findings and recommendations related to Federal
programs or state projects.

No corrective action plan is required because there were no findings reported under OMB
Circular A-133 or the Florida Single Audit Act.
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