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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Henderson Behavioral Health, Inc. and Subsidiaries
Fort Lauderdale, Florida

Report on the Combined Financial Statements

We have audited the accompanying combined financial statements of Henderson Behavioral Health, Inc.
and Subsidiaries (the “Organization”) (a nonprofit organization), which comprise the combined
statement of financial position as of June 30, 2018, and the related combined statements of activities,
functional expenses, and cash flows for the year then ended, and the related notes to the combined
financial statements.

Management’s Responsibility for the Combined Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these combined financial statements based on our audit.
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 from material misstatement.

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
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Henderson Behavioral Health, Inc. and Subsidiaries

Opinion

In our opinion, the combined financial statements referred to above present fairly, in all material
respects, the financial position of the Organization as of June 30, 2018, and the changes in its net assets
and its cash flows for the year then ended in accordance with accounting principles generally accepted
in the United States of America.

Report on Summarized Comparative Information

We have previously audited the Organization’s 2017 combined financial statements and we expressed
an unmodified audit opinion on those audited combined financial statements in our report dated
October 26, 2017. In our opinion, the summarized comparative information presented herein as of and
for the year ended June 30, 2017, is consistent, in all material respects, with the audited combined
financial statements from which it has been derived.

Other Matters
Other Information

Our audit was conducted for the purpose of forming an opinion on the combined financial statements
as a whole. The accompanying schedule of expenditures of federal awards, as required by Title 2 U.S.
Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards, and Nonprofit Organizations and the Florida Single Audit Act, is
presented for purposes of additional analysis and is not a required part of the combined financial
statements. Further, the schedules of other state funding, local financial assistance, program/covered
service 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. The 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 information is fairly stated, in all material respects, in relation to the combined financial
statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 17,
2018, on our consideration of the Organization’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is solely to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion on
the effectiveness of the Organization’s internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the Organization’s internal control over financial reporting and compliance.

Ky Al

KEEFE McCULLOUGH

Fort Lauderdale, Florida
October 17, 2018
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Henderson Behavioral Health, Inc. and Subsidiaries
Combined Statement of Financial Position

June 30, 2018

(with comparative totals as of June 30, 2017)

2018 2017
Assets:
Cash and cash equivalents S 10,805,112 S 11,116,427
Restricted cash 207,939 2,550,902
Investments 4,506,424 4,139,665
Accounts receivable, less allowance for doubtful
accounts of $ 235,243 in 2018 and 2017 1,482,219 1,738,443
Grants and contracts receivable 4,946,719 4,147,898
Prepaid expenses 130,802 146,817
Property and equipment, less accumulated
depreciation of $ 14,026,706 and $ 13,295,343
in 2018 and 2017, respectively 10,151,809 10,622,089
Deposits, inventory and other assets 255,826 149,664
Total assets S 32,486,850 S 34,611,905
Liabilities:
Accounts payable S 223,760 S 228,919
Accrued expenses and other liabilities 298,331 325,734
Deferred revenue 44,833 26,900
Accrued employee compensation 1,369,692 1,720,212
Accrued employee leave benefits 541,739 514,385
Obligation under interest rate swap - 972,586
Capital lease payable 185,259 254,825
Debt 2,816,240 5,100,000
Total liabilities 5,479,854 9,143,561
Unrestricted:
Undesignated 8,755,075 7,216,423
Board designated 17,500,000 17,500,000
Total unrestricted net assets 26,255,075 24,716,423
Permanently restricted 751,921 751,921
Total net assets 27,006,996 25,468,344
Total liabilities and net assets 32,486,850

34,611,905

The accompanying notes to combined financial statements are an integral part of these statements.
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Henderson Behavioral Health, Inc. and Subsidiaries
Combined Statement of Activities

For the Year Ended June 30, 2018

(with comparative totals for the year ended June 30, 2017)

Permanently Total Total
Unrestricted Restricted 2018 2017
Revenues, Gains and Other Support:
Grant and contract revenue S 33,777,733 S - S 33,777,733 S 31,474,932
Net client service revenue 6,840,626 - 6,840,626 6,497,245
Rental income 1,189,404 - 1,189,404 1,059,365
Student counseling 961,106 - 961,106 949,885
Contributions 546,646 - 546,646 643,171
Donated in facility use, goods
and services 463,530 - 463,530 525,623
Investment income 274,503 - 274,503 335,228
Miscellaneous 271,800 - 271,800 253,327
Total revenues, gains
and other support 44,325,348 - 44,325,348 41,738,776
Expenses:
Program services:
Case management 4,962,613 - 4,962,613 5,604,235
Medical services 3,085,449 - 3,085,449 3,317,914
Residential level Il 2,886,998 - 2,886,998 2,790,055
Central receiving facility 2,847,486 - 2,847,486 1,178,415
Crisis support/emergency 2,502,577 - 2,502,577 2,568,378
Prevention 2,326,286 - 2,326,286 2,420,215
Non-state funded SAMH covered services 2,178,455 - 2,178,455 2,335,301
Outpatient 2,125,446 - 2,125,446 2,448,368
Crisis stabilization 1,958,721 - 1,958,721 2,153,367
Florida assertive community
treatment (FACT) team 1,597,085 - 1,597,085 1,696,916
FITT 1,184,973 - 1,184,973 1,042,882
Incidental expenses 855,169 - 855,169 756,449
Outreach 831,715 - 831,715 916,556
Room and board with supervision
Level | 588,286 - 588,286 431,216
First episode 582,708 - 582,708 675,450
In-home and on-site 578,069 - 578,069 721,608
Room and board with supervision
level Il 536,438 - 536,438 442,719
Intervention 575,543 - 575,543 1,064,671
Residential level Il 439,404 - 439,404 527,237
Residential level | 436,211 - 436,211 516,474
Day treatment 427,484 - 427,484 815,357
Forensic multidisciplinary team 409,344 - 409,344 234,514
Supported employment 357,312 - 357,312 135,872
Room and board with supervision
level llI 222,099 - 222,099 230,495
Assessment 177,559 - 177,559 78,495
Care coordination team 145,511 - 145,511 21,897
Recovery support 124,639 - 124,639 -
Total program services 34,943,580 - 34,943,580 35,125,056

The accompanying notes to combined financial statements are an integral part of these statements.
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Henderson Behavioral Health, Inc. and Subsidiaries

Combined Statement of Activities
(continued)
For the Year Ended June 30, 2018

(with comparative totals for the year ended June 30, 2017)

Support services:
Administrative and general
Branch services
Headway New Vistas, LLC
Fundraising
Total support services
Total expenses
Change in net assets
before change in fair value
of interest rate swap

Change in fair value of
interest rate swap

Change in net assets

Net Assets, July 1

Net Assets, June 30

$

Permanently Total Total

Unrestricted Restricted 2018 2017
4,447,310 - 4,447,310 4,076,748
1,917,997 - 1,917,997 1,023,257
1,284,006 - 1,284,006 893,660
225,089 - 225,089 194,820
7,874,402 - 7,874,402 6,188,485
42,817,982 - 42,817,982 41,313,541
1,507,366 - 1,507,366 425,235
31,286 - 31,286 408,692
1,538,652 - 1,538,652 833,927
24,716,423 751,921 25,468,344 24,634,417
26,255,075 S 751,921 S 27,006,996 S 25,468,344

The accompanying notes to combined financial statements are an integral part of these statements.
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Henderson Behavioral Health, Inc.

Combined Statement of Cash Flows

For the Year Ended June 30, 2018

(with comparative totals for the year ended June 30, 2017)

2018
Cash Flows From Operating Activities:
Change in net assets S 1,538,652
Adjustments to reconcile change in net assets to net cash
provided by (used in) operating activities:
Provision for depreciation 801,865
Gain (loss) on sale of assets -
Grant for property and equipment (44,735)
Realized/unrealized (gains) losses on investments (182,212)
Change in fair value of interest rate swap (31,286)
(Increase) decrease in assets:
Restricted cash - (Note 3) 98,125
Accounts receivable 256,224
Grants and contracts receivable (798,821)
Prepaid expenses 16,015
Deposits, inventory and other assets (106,162)
(Increase) decrease in liabilities:
Accounts payable (5,159)
Accrued expenses and other liabilities (27,403)
Deferred revenue 17,933
Accrued employee compensation (350,520)
Accrued employee leave benefits 27,354
Net cash provided by (used in) operating activities 1,209,870
Cash Flows From Investing Activities:
Proceeds from sale of assets -
Purchases of property and equipment (286,850)
Purchase of investments, net (184,547)
Net cash provided by (used in) investing activities (471,397)
Cash Flows From Financing Activities:
Settlement of restricted cash - swap (Note 3) 2,244,838
Principal payments on capital lease (69,566)
Settlement of interest rate swap (941,300)
Principal payments on debt (2,283,760)
Net cash provided by (used in) financing activities (1,049,788)
Net increase (decrease) in
cash and cash equivalents (311,315)
Cash and Cash Equivalents, July 1 11,116,427
Cash and Cash Equivalents, June 30 S 10,805,112

S

2017

833,927

759,279
(3,000)
(24,280)
(227,574)
(408,692)

(95,708)
199,319
(305,412)
47,115
15,128

14,463
91,165
(83,439)
592,041
14,094

1,418,426

3,000
(402,405)

(73,203)
(472,608)

(67,177)

(67,177)

878,641

10,237,786
11,116,427

The accompanying notes to combined financial statements are an integral part of these statements.
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Henderson Behavioral Health, Inc. and Subsidiaries

Notes to Combined Financial Statements

June 30, 2018

(with comparative totals for the year ended June 30, 2017)

Note 1 - Organization and Operations

Henderson Behavioral Health, Inc. and Subsidiaries (collectively, the “Organization”) provides
behavioral healthcare throughout South Florida in Broward and Palm Beach Counties, the Treasure
Coast and Okeechobee. The Organization charges fees based upon its patients’ ability to pay for
clinical services and receive grants, contracts and contributions from various governmental and
charitable agencies. Gifts, donations and volunteer services are also received from individuals and
corporations.

Note 2 - Summary of Significant Accounting Policies

A summary of the Organization’s significant accounting policies consistently applied in the
preparation of the combined financial statements follows:

Basis of presentation: Financial statement presentation follows the recommendation of the
Financial Accounting Standards Board in its Accounting Standards Codification (ASC) No. 958
Nonprofit Entities. Under ASC No. 958, the Organization is required to report information regarding
its financial position and activities according to three classes of net assets: unrestricted net assets,
temporarily restricted net assets, and permanently restricted net assets.

The combined financial statements include the accounts of Henderson Behavioral Health, Inc. (a
nonprofit, tax exempt organization), the parent and sole member of its two Limited Liability
Companies, subsidiaries, Henderson Behavioral Health, LLC and Headway New Vistas, LLC.
Henderson Behavioral Health, LLC (the “Center”) is responsible for delivering health services,
management and other administrative services and functions. Headway New Vistas, LLC
(“Headway”) owns all the real estate properties, which are leased to third-party tenants and the
Center (Notes 8 and 12). Both of these entities operate to further enhance Henderson Behavioral
Health, Inc.’s 501(c)(3) nonprofit status.

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.

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 Organization considers all liquid investments with a maturity of
three months or less when purchased to be cash equivalents. The Organization maintains its cash
balances in two financial institutions located in Florida, which at times, has exceeded federally
insured limits.

The Organization has not experienced any losses in such accounts and believes it is not exposed to
any significant credit risk on cash and cash equivalents.
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Henderson Behavioral Health, Inc. and Subsidiaries

Notes to Combined Financial Statements

June 30, 2018

(with comparative totals for the year ended June 30, 2017)

Note 2 - Summary of Significant Accounting Policies (continued)

Investments:  Readily marketable investments are primarily held in brokerage accounts
administered for the Organization. The broker is responsible for the custody and disbursement of
funds on instructions from the Board of Directors/Finance Committee of the Organization.

Readily marketable investments are stated at fair value using quoted market prices. In accordance
with the policy of stating investments at fair value, net unrealized appreciation or depreciation for
the year is reflected in the accompanying statements of activities.

Accounts receivable: Accounts receivable are carried at amounts estimated to be realized by the
Organization based on past experience.

Client services are provided at rates established periodically, primarily by Medicaid intermediaries
and state and local funding authorities. Payments for services may differ from the amounts billed
due to subsequent changes in rates, discrepancies as to eligibility dates and approved services, and
other similar issues. Allowances for doubtful accounts are recorded to reflect the differences
between the amounts billed for services and expected reimbursement. The expense for these billing
differences is recorded as an offset to revenue.

The Organization has established a sliding fee scale based on the Federal poverty guidelines wherein
the clients are expected to pay amounts based upon their individual financial ability. Client services
rendered to Medicaid program beneficiaries are reimbursed under a maximum fee for service
methodology. The Organization is reimbursed at a predictable rate.

Promises to give: Unconditional promises to give are recognized as revenues or gains in the period
received and as assets, decreases in 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. At June 30, 2018 and 2017, the Organization had no unconditional or
conditional promises to give.

Deposits, inventory and other assets: Deposits, inventory and other assets primarily include security
deposits, utility deposits and drug inventories. Inventories consist primarily of drugs held for the
clients served by the Organization as part of the Indigent Drug Program. Donated drugs are stated
at fair market value. Purchased drugs 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 value were used. At June 30, 2018 and 2017, drug inventory
amounted to $ 104,309 and S 84,045, respectively.

Prepaid expenses: Certain payments to vendors reflect costs applicable to future accounting periods
and are recorded as prepaid expenses.

Property and equipment: Property and equipment are carried at cost if purchased or, if donated, at
fair value on the date of donation, less accumulated depreciation.
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Henderson Behavioral Health, Inc. and Subsidiaries

Notes to Combined Financial Statements

June 30, 2018

(with comparative totals for the year ended June 30, 2017)

Note 2 - Summary of Significant Accounting Policies (continued)

The Organization follows the policy of providing for depreciation using the straight-line method over
the estimated useful life of each type of asset which is as follows:

Buildings and improvements 10-39.50 years
Equipment, including air-conditioning 5-20 years
Vehicles 5 years
Furniture and fixtures 5-10 years
Landscaping, parking lot, sprinklers 10-20 years
Leasehold improvements Lesser of lease

term or 39.50 years

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 these donated assets
must be maintained, the Organization reports 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 Organization received vehicles donated as grants for the years ended June 30, 2018 and 2017
totaling $ 44,735 and 24,280, respectively. Donated property is to be used for the purpose of
providing services related to the Organization’s mission and demographic population served. The
property may be sold, however, the proceeds from the sale are to be used for the establishment of
a new facility that serves the mission of the Organization.

Maintenance and repairs to property and equipment are charged to expense when incurred.
Additions and major renovations are capitalized over their estimated useful lives.

Deferred revenue: Grant and contract revenue that is not recognized because the allowable cost as
defined by the individual grant or contract has not been incurred is considered deferred revenue.

Accrued employee leave benefits: The Organization accrues for employee paid time off up to a
maximum of 100 hours per employee. The accrual is calculated at current salary rates.

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 unit of service has been
performed. Grant and contracts receivable at year end represent units of service performed and/or
allowable expenditures, which have not yet been reimbursed by the granting agency.
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Henderson Behavioral Health, Inc. and Subsidiaries

Notes to Combined Financial Statements

June 30, 2018

(with comparative totals for the year ended June 30, 2017)

Note 2 - Summary of Significant Accounting Policies (continued)

Donated services, goods, and facilities: The Organization pays for most services requiring specific
expertise. However, a number of volunteers have donated their time in certain of the Organization’s
program service areas. Because these donated services do not require specialized skills, its value has
not been recorded in the accompanying combined financial statements. However, when the value
of donated services requires specific expertise, they are reflected in the combined financial
statements as revenues and expenses. For the years ended June 30, 2018 and 2017, the Organization
recorded $ 99,540 and $ 74,345, respectively, for donated services, which relates to medical services
(therapists and psychiatrists) and $ 75,240 and $ 59,278, respectively, for advertising and public
relations. Donated goods are recorded as contributions and a corresponding expense at their
estimated fair value at the date of donation. During the years ended June 30, 2018 and 2017, the
Center recorded $ 288,750 and $ 392,000, respectively, in such donations, consisting principally of
drugs allocated to several of the Organization’s programs.

Functional expenses: The Organization has a number of programs (reporting units) and maintains
accounting records separately for each of them. Expenses incurred are charged to each program for
direct expenditures incurred. All expenses not directly chargeable to a program are allocated based
on the program's proportionate share of total expenditures.

Joint costs of fundraising appeals: The Organization utilizes various pamphlets, brochures and
information methods to inform the general public of their activities and to solicit funds. These costs
are charged to fundraising.

Use of estimates: The presentation of 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.

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 generally accepted
accounting principles. This information should be read in conjunction with the Organization’s
combined financial statements for the year ended June 30, 2017, from which the comparative
information was extracted.

Date of management review: Subsequent events were evaluated by management through October
17, 2018, which is the date the combined financial statements were available for issuance.

Note 3 - Restricted Cash

Restricted cash consists of cash deposited in the Organization’s bank accounts on behalf of clients.
The Organization is trustee for client funds which are expended on behalf of the clients for personal
items. The related liability is included in “accrued expenses and other liabilities” in the combined
statement of financial position. The total amount of restricted cash held on behalf of clients at June
30, 2017 and 2017 was $ 207,939 and $ 306,064, respectively.
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Henderson Behavioral Health, Inc. and Subsidiaries
Notes to Combined Financial Statements

June 30, 2018

(with comparative totals for the year ended June 30, 2017)

Note 3 - Restricted Cash (continued)

In addition, the Organization was also required to have collateral for the interest rate swap
agreement which was also classified as restricted cash. The balance of this collateral account at June
30, 2017 was $ 2,244,838 and was recorded in a separate account held by the same financial
institution which held the interest rate swap. As a result of the existing bond being refinanced during
the year (Note 6), this interest rate swap was settled, and as a result, there is no restricted cash
necessary to be held.

Note 4 - Investments

The Organization follows Statement of Financial Accounting Standards in its Accounting Standards
Codification (ASC) No. 820, Fair Value Measurements and Disclosures for fair value measurements of
investments that are recognized and disclosed at fair value in the combined financial statements on
arecurring basis. ASC No. 820 establishes a fair value hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted quoted
prices in active markets for identical assets 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 Organization has the ability to access at the measurement date.

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

° Level 3 inputs are unobservable inputs 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 in its entirety.

The following table represents the investments as held by the Organization at June 30, 2018:

Total
Level 1 Level 2 Level 3 2018
Domestic fixed income
securities S 1,242,507 S - S - S 1,242,507
International equities 1,001,476 - - 1,001,476
Domestic equities 983,848 - - 983,848
Money market/cash 829,996 - - 829,996
Commodities 206,560 - - 206,560
International fixed income
securities 204,227 - - 204,227
Real estate investment funds 37,810 - - 37,810
Total S 4,506,424 S - S - S 4,506,424
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Henderson Behavioral Health, Inc. and Subsidiaries

Notes to Combined Financial Statements

June 30, 2018

(with comparative totals for the year ended June 30, 2017)

Note 4 - Investments (continued)

The following table represents the investments as held by the Organization at June 30, 2017:

Total
Level 1 Level 2 Level 3 2017
Domestic fixed income
securities $ 1,065163 S - S - $ 1,065,163
Domestic equities 998,713 - - 998,713
International equities 826,689 - - 826,689
Money market/cash 664,838 - - 664,838
International fixed income
securities 208,877 - - 208,877
Commodities 166,821 - - 166,821
U.S. treasury securities 149,918 - - 149,918
Real estate investment funds 58,646 - - 58,646
Total S 4,139,665 S - S - S 4,139,665

The input or methodology used for valuing securities is not necessarily an indicator of risk associated
with investing in those securities.

Investment income (loss) is composed of:

2018 2017
Unrealized gain (loss) on investments S 118,502 S 243,845
Interest and dividend income 109,297 123,176
Realized gain (loss) on investments 63,710 (16,271)
Investment fees and charges (17,006) (15,522)
S 274,503 S 335,228

At June 30, 2018, the Organization’s investments are categorized as follows:

Unrestricted S 3,754,503
Permanently restricted

751,921

S 4,506,424

At June 30, 2017, the Organization’s investments are categorized as follows:

Unrestricted S 3,387,744
Permanently restricted

751,921

S 4,139,665
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Henderson Behavioral Health, Inc. and Subsidiaries

Notes to Combined Financial Statements

June 30, 2018

(with comparative totals for the year ended June 30, 2017)

Note 5 - Property and Equipment

2018 2017
Buildings and improvements S 15,852,442 S 15,729,551
Equipment, including air-conditioning 4,014,475 3,898,422
Vehicles 1,041,950 1,035,126
Furniture and fixtures 792,543 777,228
Landscaping, parking lot, sprinklers 115,060 115,060
Leasehold improvements 74,976 74,976
21,891,446 21,630,363
Less accumulated depreciation (14,026,706) (13,295,343)
7,864,740 8,335,020
Land 2,287,069 2,287,069
S 10,151,809 S 10,622,089

Provision for depreciation amounted to S 801,865 and S 759,279 for the years ended June 30, 2018
and 2017, respectively.

Note 6 - Debt
Debt at June 30, 2018 and 2017 is summarized as follows:

June 30, June 30,
2018 2017

Term loan with a financial institution in the amount of
$ 3,000,000. This loan requires monthly principal and
interest payments of $ 42,050, which includes interest
at a fixed rate or 4.75% through November 2024, at
which time all unpaid interest and principal will
become due. This loan is collateralized by certain
property and equipment of the Organization. S 2,816,240 S --

Broward County (FL) Health Facilities Authority
Variable Rate (0.10% at June 30, 2017) Demand
Revenue Bonds, Series 2004, was payable in monthly
installments through July 2029 with principal amounts
ranging from $ 26,250 to $ 46,666. Collateralized by a
$5,100,000 letter of credit which expired on
December 15, 2017. The letter of credit which
collateralizes the revenue bonds was secured by real
property with a net book value of approximately
$5,507,500 at June 30, 2017 plus certain
improvements, equipment, furniture and fixtures, and
an assignment of rents/leases. Further, the letter of
credit was cross-collateralized and cross-defaulted
with the line of credit discussed in Note 7, as well as
the restricted cash of $ 2,244,838 at June 30, 2017, as
discussed in Note 3. During the year ended June 30,
2018, the Organization paid down $ 2,100,000 of the
outstanding balance and refinanced the remaining
S 3,000,0000 with the term loan discussed above. -- 5,100,000

S 2,816,240 S 5,100,000
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Henderson Behavioral Health, Inc. and Subsidiaries

Notes to Combined Financial Statements

June 30, 2018

(with comparative totals for the year ended June 30, 2017)

Note 6 - Debt (continued)

The Organization previously negotiated a swap agreement related to the Broward County Health
Facilities Authority Variable Rate Demand Revenue Bonds that was to expire in July 2029. The
agreement effectively converted the variable rate debt to fixed rate debt to the extent of the notional
amount. The fixed rate was 4.33% and allows for monthly interest payments to be calculated using
a floating rate of 0.67. Actual interest payments received from the bank was 0.41% as of June 30,
2017 (BMA index - Bond Market Association average market rate paid on tax exempt notes).

The fair value (obligation) of the interest rate swap at June 30, 2017 was $ (972,586). The net change
in fair value of fixed interest rate swap for the years ended June 30, 2018 and 2017 was $ 31,286 and
S 408,692, respectively. During the year ended June 30, 2018 this agreement was terminated when
the refinancing of the bond occurred, as discussed above. The fair value of the swap at the time of
termination was $ (941,300).

Future maturities of debt at June 30, 2018, are approximately as follows:

Year Ending
June 30
2019 S 411,100
2020 399,000
2021 418,300
2022 438,600
2023 459,900
Thereafter 689,300

S 2,816,200

Note 7 - Line of Credit

At June 30, 2018 and 2017, the Organization had available a S 750,000 revolving line of credit with a
bank for working capital needs which will expire in October 2018. Interest is charged at the bank’s
variable prime rate (5.00% and 4.25% at June 30, 2018 and 2017, respectively) and payable monthly
on the outstanding balance. In addition, this line of credit is cross-collateralized and cross-defaulted
with the debt agreement above (Note 6). At June 30, 2018 and 2017, the Organization had no
outstanding balance on the line of credit. The line of credit requires adherence to a number of
restrictive covenants which must be adhered to by the Organization. Among other provisions, the
agreement requires the Organization to maintain a minimum net worth to be greater than $ 17
million and a debt service coverage ratio of no less than 1.00 to 1.00 at June 30, 2017 and 1.20 to
1.00 at June 30, 2018. At June 30, 2018 and 2017, the Organization was in compliance with all of its
covenants.
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Henderson Behavioral Health, Inc. and Subsidiaries

Notes to Combined Financial Statements

June 30, 2018

(with comparative totals for the year ended June 30, 2017)

Note 8 - Lease Commitments

Operating leases: The Organization maintains real estate rental arrangements at three locations,
these respective leases expire in various years through June 2022. Monthly rental payments range
from approximately $ 1,500 to S 8,100, plus applicable incidental expenses. Total rent expense in
connection with these arrangements and other expired arrangements amounted to approximately
$ 165,000 and $ 162,000 in 2018 and 2017, respectively. In addition, the Organization leased certain
real estate from Headway (Note 2) for approximately $ 1,114,000 and $ 945,000 in fiscal years 2018
and 2017, respectively.

The future approximate minimum lease payments required under these leases and as of June 30,
2018 are as follows:

Year Ending
June 30
2019 S 143,800
2020 S 99,600
2021 S 99,000
2022 S 95,200
2023 S NONE

Capital lease: The Organization previously entered into a lease agreement for office equipment that
was classified as a capital lease. The cost of the equipment under this capital lease is included in the
statement of financial position as property and equipment of $ 354,720 at June 30, 2018 and 2017.
Accumulated depreciation of the leased equipment at June 30, 2018 and June 30, 2017 was
approximately $ 172,800 and $ 106,400, respectively.

At June 30, 2018 and 2017, the present value of the minimum lease payments required on this capital
lease was $ 185,259 and S 254,825, respectively, net of the amount representing interest of S 8,507
and $ 16,317, respectively.

The future minimum lease payments required under this capital lease and the present value of the
net minimum lease payments as of June 30, 2018 is as follows:

Year ending
June 30 Amount
2019 S 77,376
2020 77,376
2021 39,014
Total minimum lease payments 193,766
Less: amount representing interest
at 3.50% 8,507
Present value of net minimum capital
lease payments S 185,259
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Henderson Behavioral Health, Inc. and Subsidiaries

Notes to Combined Financial Statements

June 30, 2018

(with comparative totals for the year ended June 30, 2017)

Note 9 - Designated Unrestricted Net Assets

At June 30, 2018 and 2017, the Board of Directors had designated unrestricted net assets to be set-
aside for the following purposes:

2018 2017
Operating expenses reserve S 10,000,000 S 10,000,000
Building and capital improvements 5,000,000 5,000,000
Technology and infrastructure 2,500,000 2,500,000

S 17,500,000 S 17,500,000

Note 10 - Endowments

The Organization’s endowment consists of three individual funds established for a variety of
purposes. These donor-restricted funds function as endowments. As required by GAAP, net assets
associated with endowment funds, including funds designated by the Board of Directors to function
as endowments, are classified and reported based on the existence or absence of donor-imposed
restrictions.

Interpretations of Relevant Law: The Organization has interpreted the State of Florida’s Uniform
Prudent Management of Institutional Funds Act (“FUPMIFA”) as requiring the preservation of the fair
value of an original gift as of the gift date of the donor-restricted endowment funds absent explicit
donor stipulations to the contrary. As a result of this interpretation, the Organization classifies as
permanently restricted net assets (a) the original value of gifts donated to the permanent
endowment, (b) the original value of subsequent gifts to the permanent endowment, and (c)
accumulations to the permanent endowment made in accordance with the direction of the
applicable donor gift instrument at the time the accumulation is added to the fund. The remaining
portion of the donor-restricted endowment fund that is not classified in permanently restricted net
assets is classified as temporarily restricted net assets until those amounts are appropriated for
expenditure by the Organization in a manner consistent with the standard of prudence prescribed
by FUPMIFA. In accordance with FUPMIFA, the Organization considers the following factors in
making a determination to appropriate or accumulate donor-restricted endowment funds:

(1) The duration and preservation of the fund

(2)  The purposes of the Organization and the donor-restricted endowment fund
(3) General economic conditions

(4) The possible effect of inflation and deflation

(5) The expected total return from income and the appreciation of investments
(6)  Other resources of the Organization

(7)  The investment policies of the Organization
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(with comparative totals for the year ended June 30, 2017)

Note 10 - Endowments (continued)

Endowment net asset composition by type of fund as of June 30, 2018 is as follows:

Unrestricted

Temporarily
Restricted

Donor-restricted
endowment funds S 2,619

$

Total funds S 2,619

s

Endowment net asset composition by type of fund as of June 30, 2017 is as follows:

Unrestricted

Temporarily
Restricted

Donor-restricted
endowment funds S 20,190

$

Total funds S 20,190

s

S
S

$

$

Changes in endowment net assets for the year ended June 30, 2018 is as follows:

Unrestricted

Temporarily
Restricted

Endowment net assets, at

beginning of year S 20,190 S -
Investment income 13,081 -
Net depreciation (realized

and unrealized) (30,652) -
Endowment net assets,

at end of year S 2,619 S -

S

$

Changes in endowment net assets for the year ended June 30, 2017 is as follows:

Unrestricted

Temporarily
Restricted

Endowment net assets, at

beginning of year S 15,188 $ -
Investment income 10,783 -
Net appreciation (realized
and unrealized) (5,781) -
Endowment net assets, at
end of year S 20,190 S -
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$

Permanently Total
Restricted 2018
751,921 S 754,540
751,921 S 754,540
Permanently Total
Restricted 2017
751,921 S 772,111
751,921 S 772,111
Permanently Total
Restricted 2018
751,921 S 772,111
- 13,081
- (30,652)
751,921 S 754,540
Permanently Total
Restricted 2017
751,921 S 767,109
- 10,783
- (5,781)
751,921 S 772,111




Henderson Behavioral Health, Inc. and Subsidiaries

Notes to Combined Financial Statements

June 30, 2018

(with comparative totals for the year ended June 30, 2017)

Note 10 - Endowments (continued)

Funds with Deficiencies: From time to time the fair value of certain endowments may fall under
historical values (original gift/book values), and therefore, are considered to be underwater. A
deficiency will be recorded as a reduction in unrestricted net assets in accordance with accounting
principles generally accepted in the United States of America. Future gains will be used to restore a
deficiency in unrestricted net assets before any net appreciation above the historical cost value of
such funds increases unrestricted net assets. As such, there was no deficiency at June 30, 2018 and
June 30, 2017.

Return Objectives and Risk Parameters: The Organization has adopted investment and spending
policies for endowment assets that attempt to provide a predictable stream of funding to programs
supported by its endowment while seeking to maintain purchasing power of the endowment assets.
Endowment assets include those assets of donor-restricted funds that the Organization must hold in
perpetuity or for a donor-specified period(s) as well as board-designated funds. Under this policy,
as approved by the Board of Directors, the endowment assets are invested in a manner that is
intended to produce expected returns of the consumer price index plus 500 basis points while
assuming a moderate level of investment risk. Actual returns in any given year may vary from this
amount.

Strategies Employed for Achieving Objectives: To satisfy its long-term rate-of-return objectives, the
Organization relies on a total return strategy in which investment returns are achieved through both
capital appreciation (realized and unrealized) and current yield (interest and dividends). The
Organization targets a diversified asset allocation that includes equity investments, fixed income
investments, mutual funds, treasury securities, money markets, and cash using prudent risk
constraints.

Spending Policy and How the Investment Objectives Relate to Spending Policy: The Organization
has a policy of appropriating for distribution each year 5 percent of the trailing three years average
market value on June 30" of the preceding fiscal year in which the distribution is planned. In
establishing this policy, the Organization considered the long-term expected return on its
endowment. Accordingly, over the long term, the Organization expects the current spending policy
to allow its endowment to grow at an annual rate equal or greater than the consumer price index.
This is consistent with the Organization’s objective to maintain the purchasing power of the
endowment assets held in perpetuity or for a specified term as well as to provide additional real
growth through new gifts and investment return.

Permanent Endowment: The Organization previously entered into agreements with the Community
Foundation of Broward, Inc., a Florida nonprofit corporation (the “Foundation”) to create designated
funds to serve as permanent endowments on behalf of the Organization. Distributions from the
funds will only be made with the approval and authorization of the Board of Trustees of the
Foundation and the funds are the property of the Foundation. As such, they are not carried as an
asset of the Organization. It is the general policy of the Foundation to make distributions to the
Organization from the endowments at least once annually. The ending asset value of the
endowments at June 30, 2018 and 2017 was $ 183,038 and $ 180,267, respectively.
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Note 11 - Grants and Contracts for Organization Operations

Funding agreements for services to be provided are generally entered into on an annual basis. The
release of funds are subject to monies being made available by the Federal government, the Florida
Legislature, the Broward County Board of County Commissioners and certain other grantor agencies.
Generally, agreements may be terminated by either party upon thirty to ninety days written notice.
However, such an event would be unlikely if contract performance continues to be satisfactory.

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

Program expenditures made by the Organization are subject to additional audit by grantor agencies.
As a result of such audits, the grantor may require that amounts be returned. In certain instances,
the grantor may increase its grant of funds to the Organization to offset amounts which would
otherwise be refundable based on audits. As of June 30, 2018, the Organization had no amounts
required to be returned as a result of such audits.

Matching requirements, which are based on revenues earned for the year ended June 30, 2018,
rather than contractual amounts, are as follows:

Matching

Grantor Contract Number Requirement

Broward Behavioral Health
Coalition, Inc. 34357 S 4,477,287
Broward County 14-CP-CSA-8263-01/01 111,206
16-CP-CSA-8263-01/6 54,580
16-CP-CSA-8263-01/5 53,245
16-CP-HIP-8263-01 46,088
12-CP-CSA-8263-01/1 41,695
10-CP-HIP-8263-7 26,708
12-CP-CSA-8263-01/2 24,805
16-CP-CSA-8263-01/3 10,359

Children's Services Council
of Broward County 15-2157 32,863
15-2158 22,136
14-2156 18,219
16-2159 10,464
18-2150 1,375

State of Florida Department

of Transportation YR41 4,474

S 4,935,504
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Notes to Combined Financial Statements

June 30, 2018

(with comparative totals for the year ended June 30, 2017)

Note 12 - Client Service Revenue

The components of client service revenue for the year ended June 30, 2018 are summarized as

follows:
Third-Party Total
Payors Self-Pay All Payors
Client service revenue, gross $ 12,669,293 S 273,325 S 12,942,618
Less: contractual and charitable
adjustments 4,434,253 40,999 4,475,252
Less: provision for doubtful accounts 1,527,743 98,997 1,626,740
Client service revenue, net S 6,707,297 S 133,329 S 6,840,626
The components of client service revenue for the year ended June 30, 2017 are summarized as
follows:
Third-Party Total
Payors Self-Pay All Payors
Client service revenue, gross S 12,035,468 S 243,218 S 12,278,686
Less: contractual and charitable
adjustments 4,185,936 36,433 4,222,369
Less: provision for doubtful accounts 1,470,734 88,338 1,559,072
Client service revenue, net S 6,378,798 S 118,447 S 6,497,245

Note 13 - Income Taxes

Henderson Behavioral Health, Inc. is a nonprofit organization, exempt from tax under Internal
Revenue Code Section 501(c)(3). Henderson Behavioral Health, LLC and Headway New Vistas, LLC
are both Florida limited liability companies wholly owned by Henderson Behavioral Health, Inc. Both
limited liability companies are treated as disregarded entities for Federal and state income tax and
exist to further enhance Henderson Behavioral Health, Inc.’s 501(c)(3) nonprofit status. Therefore,
no tax provision has been made in the accompanying combined financial statements (Note 2).

Note 14 - Employee Benefit Plans

The Organization provides a noncontributory revenue sharing retirement plan (the “Plan”) covering
substantially all of its employees. Contributions by the Organization to the Plan are determined
annually by the Board of Directors and allocated based on participant compensation. The revenue
sharing retirement plan contributions for the years ended June 30, 2018 and 2017 was $ 788,786 and
S 741,354, respectively.

The Organization also offers all employees a tax-sheltered annuity program under Internal Revenue
Code Section 403(b). Employees may contribute a maximum of 20% of their annual compensation
to the program subject to certain limitations. No contributions are made by the Organization to this
program.

In addition, the Organization maintains a Section 125 cafeteria plan for the benefit of its employees.
No contribution is required of the Organization to this Plan.
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Henderson Behavioral Health, Inc. and Subsidiaries

Notes to Combined Financial Statements

June 30, 2018

(with comparative totals for the year ended June 30, 2017)

Note 15 - Related Party Transactions

The Organization is related to Henderson Center Residential Services, Inc., a Florida nonprofit
corporation, through common board members. The Organization has sponsored Henderson Center
Residential Services, Inc. in a program with the United States Department of Housing and Urban
Development (HUD).

The HUD program consists of operating a sixteen-unit independent living facility in Pompano Beach,
Florida. HUD granted Henderson Center Residential Services, Inc. a 9.25%, forty-year mortgage note
in 1990. Principal and interest are payable in monthly installments of $ 4,524 over 40 years. This
mortgage note had a balance of $ 385,066 and $ 402,835 as of June 30, 2018 and 2017, respectively.
The Organization has guaranteed this mortgage obligation. The Organization would be required to
perform under the guarantee in the event of nonpayment of the mortgage note payments to HUD.
At June 30, 2018, the maximum potential amount of future payments the Organization could be
required to make under the agreement is the outstanding balance of the obligation and any accrued
interest thereon. There are no organizational assets held as security for the loan. Collateral for the
mortgage note is the purchased facility.

Henderson Center Residential Services, Inc. uses the Organization to provide it with support in areas
such as management and accounting. The Organization charges Henderson Center Residential
Services, Inc. a monthly management fee for these services. Total management fees for the years
ended June 30, 2018 and 2017 were $ 4,500. Additionally, the Organization had balances included
in accounts receivable for the years ended June 30, 2018 and 2017 of $ 638,133 and $ 620,947,
respectively, relating to amounts paid by the Organization on behalf of Henderson Center Residential
Services, Inc.; however, management maintains a reserve of $ 235,243 as of June 30, 2018 and 2017
due to the remote likelihood of its collection in full.

Note 16 - Concentration in Operations
For the year ended June 30, 2018, approximately 80% and 77% of the Organization’s total revenues

and receivables were derived from three entities. The entities and their respective revenue and
receivable percentages are as follows:

Revenues Receivables
State of Florida Department of
Children and Families 52% 43%
Broward County 13% 18%
Medicaid 15% 16%
80% 77%

A significant change in funding from these governmental entities could have an adverse effect on the
Organization’s operations.
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Henderson Behavioral Health, Inc. and Subsidiaries
Notes to Combined Financial Statements
June 30, 2018

(with comparative totals for the year ended June 30, 2017)

Note 17 - Contingencies

Litigation: The Organization is subject to claims and litigations arising in the normal course of
operations. The Organization does not believe the outcome of any such claims will be material to its
financial position.

Outstanding liens: At June 30, 2018 and 2017, a portion of the Organization’s real property, with a
net book value of approximately $ 1,031,900 and $ 1,091,900, respectively, was originally acquired
with funds provided under a contract with Broward County, Florida. Certain “special provisions” of
the contract require that the property shall be used for the originally authorized purpose for a period
ending September 2023. If the property is no longer necessary for operations prior to September
2023, the Organization must obtain approval from Broward County, Florida to use the property for
other purposes. After September 2023, Broward County, Florida will no longer have a claim to the
property. Broward County’s claim to the property is evidenced by recorded mortgages. Such liens
reported outstanding balances as of June 30, 2018 and 2017 of approximately $ 144,600 and
$ 222,900, respectively.

Note 18 - Supplemental Cash Flow Information

Supplemental Disclosure of Cash Flow Information:

2018 2017
Cash received during the year for -
Interest and dividend income S 152,248 S 277,591
Cash paid during the year for -
Interest expense S 274,939 S 300,423

Other Noncash Investing and Financing Activities:

Acquisition of property and equipment-

Cost of property and equipment S 331,585 S 426,686
Less: vehicles provided through

grants from the State of Florida

Department of Transportation (44,735) (24,280)

Cash paid for property
and equipment S 286,850 S 402,406

Issuance of term loan-

Outstanding balance of existing bonds $ 3,000,000 S -
Less: Proceeds of term loan (3,000,000) -
Cash received for term loan S - S -
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Henderson Behavioral Health, Inc. and Subsidiaries

Notes to Schedule of Expenditures of Federal Awards and State
Financial Assistance, Other State Funding and Local Financial Assistance
June 30, 2018

Note 1 - Basis of Presentation

The accompanying Schedules of Expenditures of Federal Awards and State Financial Assistance,
Other State Funding and Local Financial Assistance (the “Schedules”) include the federal award, state
financial assistance, other state and local funding Henderson Behavioral Health, Inc. and Subsidiaries
(the “Organization”) and are presented on the accrual basis of accounting. The information in the
Schedule of Expenditures of Federal Awards and State Financial Assistance is presented in
accordance with the requirements of Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform
Guidance) and Chapter 10.650, Rules of the Auditor General. Because the Schedules presents only a
selected portion of the operations of the Organization, it is not intended to and does not present the
financial position, changes in net position, or cash flows of the Organization.

Note 2 - Summary of Significant Accounting Policies

Expenditures reported on the schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following cost principles contained in the Uniform Guidance, Chapter
10.650, Rules of Auditor General and/or OMB Circular A-122, Cost Principles for Non-Profit
Organizations, wherein certain types of expenditures are not allowed or are limited as to
reimbursement.

Note 3 - Indirect Cost Rate

The Organization did not elect to use the 10-percent de minimis indirect cost rate allowed under the
Uniform Guidance.

Note 4 - Contingency

The grants from governmental agencies 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 Organization. In the
opinion of management, all grant expenditures are in compliance with the terms of the grant
agreements and applicable federal and state laws and other regulations.
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Henderson Behavioral Health, Inc. and Subsidiaries
Schedule of Related Party Transaction Adjustments
For the Year Ended June 30, 2018

Henderson Behavioral Health, Inc. and Subsidiaries did not have any related party transaction
adjustments for the year ended June 30, 2018.
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Henderson Behavioral Health, Inc. and Subsidiaries

Schedule of State Earnings
For the Year Ended June 30, 2018

Total Expenditures
Less other state and Federal funds

Less nonmatch SAMH funds

Less unallowable costs per 65E-14, F.A.C.

Total Allowable Expenditures

Maximum Available Earnings

Amount of State Funds Requiring Match

Amount Due to Department *

S

42,817,982
(9,655,538)

(13,803,304)

(244,075)
19,115,065
14,336,299

8,922,196

5,414,103

* If this amount is negative, the amount 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



Keefe
McCullough

CPA’s + Trusted Advisors

INDEPENDENT AUDITOR’S 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
Henderson Behavioral Health, Inc. and Subsidiaries
Fort Lauderdale, Florida

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the combined financial statements of Henderson
Behavioral Health, Inc. and Subsidiaries (the “Organization”) (a nonprofit organization), which comprise
the statement of financial position as of June 30, 2018, and the related statements of activities,
functional expenses, and cash flows for the year then ended, and the related notes to the combined
financial statements, and have issued our report thereon dated October 17, 2018.

Internal Control over Financial Reporting

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

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

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

KMCcpa.com | 6550 N Federal Hwy, 4th Floor Fort Lauderdale, FL 33308 Phone: 954.771.0896 Fax: 954.938.9353
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Henderson Behavioral Health, Inc. and Subsidiaries

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Organization’s combined financial
statements are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have
a direct and material effect on the 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.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the organization’s
internal control or on compliance. This report is an integral part of an audit performed in accordance

with Government Auditing Standards in considering the organization’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

Ky MCallogh

KEEFE McCULLOUGH

Fort Lauderdale, Florida
October 17, 2018
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Keefe
McCullough

CPA’s + Trusted Advisors

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE
FOR EACH MAJOR FEDERAL PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE AND CHARPTER 10.650,
RULES OF THE AUDITOR GENERAL

To the Board of Directors
Henderson Behavioral Health, Inc. and Subsidiaries
Fort Lauderdale, Florida

Report on Compliance for Each Major Federal Program and State Project

We have audited Henderson Behavioral Health, Inc. and Subsidiaries (the “Organization) (a nonprofit
organization) compliance with the types of compliance requirements described in the OMB Compliance
Supplement, and the compliance requirements described in the Department of Financial Services’ State
Projects Compliance Supplement, that could have a direct and material effect on each of the
Organization’s major federal programs and state projects for the year ended June 30, 2018. Henderson
Behavioral Health, Inc. and Subsidiaries and Subsidiaries major federal programs and state projects are
identified in the summary of auditor’s results section of the accompanying schedule of findings and
guestioned costs.

Management’s Responsibility

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

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the Organization’s major federal
programs and state projects based on our audit of the types of compliance requirements referred to
above. We conducted our audit of compliance in accordance with auditing standards generally accepted
in the United States of America; the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States; and the audit requirements
of Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance) and Chapter 10.650, Rules of
the Auditor General. Those standards, the Uniform Guidance 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 and/or state project occurred. An audit includes
examining, on a test basis, evidence about the Organization’s compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program and state project. However, our audit does not provide a legal determination of the
Organization’s compliance.

KMCcpa.com | 6550 N Federal Hwy, 4th Floor Fort Lauderdale, FL 33308 Phone: 954.771.0896 Fax: 954.938.9353
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Henderson Behavioral Health, Inc. and Subsidiaries
Opinion on Each Major Federal Program and State Project

In our opinion, the Organization complied, in all material respects, with the types of 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, 2018.

Report on Internal Control over Compliance

Management of Henderson Behavioral Health, Inc. and Subsidiaries is responsible for establishing and
maintaining effective internal control over compliance with the types of compliance requirements
referred to above. In planning and performing our audit of compliance, we considered Henderson
Behavioral Health, Inc. and Subsidiaries internal control over compliance with the types of requirements
that could have a direct and material effect on each major federal program or state project to determine
the auditing procedures that are appropriate in the circumstances for the purpose of expressing an
opinion on compliance for each major federal program and to test and report on internal control over
compliance in accordance with the Uniform Guidance 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 Henderson Behavioral
Health, Inc. and Subsidiaries 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 and/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 and/or state project will not be prevented, or detected
and corrected, on a timely basis. A significant deficiency in internal control over compliance is a
deficiency, or a combination of deficiencies, in internal control over compliance with a type of
compliance requirement of a federal program and/or state project that is less severe than a material
weakness in internal control over compliance, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

Purpose of this Report
The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of

the Uniform Guidance and Chapter 10.650, Rules of the Auditor General. Accordingly, this report is not
suitable for any other purpose.

Ky MCallogl

KEEFE McCULLOUGH

Fort Lauderdale, Florida
October 17, 2018
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Henderson Behavioral Health, Inc. and Subsidiaries
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2018

A. Summary of Auditor’s Results

1.

The auditor's report expresses an unmodified opinion on the combined financial statements
of Henderson Behavioral Health, Inc. and Subsidiaries.

No material weaknesses relating to the audit of the combined financial statements are
reported in the Independent Auditor’s 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 combined financial statements of Henderson
Behavioral Health, Inc. and Subsidiaries were disclosed during the audit.

No material weaknesses relating to the audit of the major federal program are reported in
the Independent Auditor’s Report on Compliance for Each Major Federal Program and State
Project and on Internal Control over Compliance required by the Uniform Guidance and
Chapter 10.650, Rules of the Auditor General.

The auditor’s report on compliance for the major federal programs and state projects for
Henderson Behavioral Health, Inc. and Subsidiaries expresses an unmodified opinion.

There are no audit findings relative to the major federal programs and state projects for
Henderson Behavioral Health, Inc. and Subsidiaries reported in Part C of this schedule.

The programs/projects tested as major program/projects are the following:
Federal Programs Federal CFDA No.

United States Department of
Health and Human Services,

Medical Assistance Program 93.778

Block Grants for Prevention and

Treatment of Substance Abuse 93.959
State Projects State CSFA No.

State of Florida Department of
Children and Families,
Centralized Receiving Systems 60.163

The threshold for distinguishing Type A and B programs/projects was $ 750,000 and
S 300,000 respectively.

Henderson Behavioral Health, Inc. and Subsidiaries was determined to be a low risk auditee
pursuant to the Uniform Guidance.
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Henderson Behavioral Health, Inc. and Subsidiaries
Schedule of Findings and Questioned Costs
(continued)

For the Year Ended June 30, 2018

B. Findings - Financial Statement Audit
No matters were reported.

C. Findings and Questioned Costs - Major Federal Awards Programs and State Financial Assistance Project
Audits
No matters were reported.

D. Other Issues

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

2. No summary schedule of prior audit findings is required because there were no prior audit
findings related to federal programs or state projects.

3. No corrective action plan is required because there were no findings reported under the
Uniform Guidance or the Florida Single Audit Act.
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