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NIIS Pennsylvania shine Grand h.com

We have audited the sccompanying consolidated balance sheets of MHS Pennsylvania as of June 30,
2012 and 2011, and the gelated consolidated statements of opetations and changes In wnrestricted net
assews and cash flows for tho years then ended. These consolidated financial statements ere the
responsibllity of NHS Pennsylvania’s mandgement. Out tesponsibility Is to express an opinlon an
these consolidated flnanclal statements based on our audits.

We conducted our audits in accordance with auditing standacda generally accepted in the United
States of America established by the American Institute of Certified Public Accountants and the
standards applicable to financlel sudits contained in Gossmmant Auditlyg Standards, lssued by the
Comptroller General of the United States. Those standaeds zequite that we plen and perform the
oudits to obtain reasonable assurance about whether the financial statements ate free of materlal
misstatement. An audit includes conslderation of Intemil control over financlal reporting as a basis
for designlng audit procedurea that are appropriate in the clrcumstances, but not for the purpose of
expressing an opinion on the effectiveness of NHS Pennsylvanla’s intetnal control over financial
reporting. Accordingly, we express no such opinion. An audlt also includes exnmining, on a test
basis, evidence supporting the amounis and disclosutes in the financla! statements, assessing the
accounting peinclples used and significant estimates made by management, as well as evaluating the
overall financial statement prasentation, We believe that our audits provids a reasonable basls For
out opinion,

In our opinion, the consolidnted Fnanclal statements reforted to above present firly, 1n all matarial
reapects, the financial position of NHS Pennsylvania s of June 30, 2012 and 2011, and the results of
Its operations and changes in unresteicted net assets and ite cneh flows for the years then ended in
conformuty with accounting principles generally acospted in the United States of Ametlca.

In accordance with Gorarmwent Anditing Staadards, we have also lssued our report dated November 9,
2012 on aut conslidaration of NHS Pehnsylvania's intecnal control over financlal reporting and on
our tests of Its complisnce with cextain provisions of laws, regulations, contrects, grant sgreements
and other matters. ‘The putpose of that repott is to descrlbe the scope of our testing of Internal
control over financial reporting and compliance and the results of that testing and hot to provide an
opinion on the effectiveness of NHS Pennsylvania’s Interna! contral over financhal reporting or on
complinnce. That ropart is an integral past of an audit performed in accordance with Gossrmmens
Arditing Standands and should be consldered in assessing the results of our audit.

Grani Vhomten LLP
U5, raanbr £1m o1 Grant Thowdna infeindliors) Ly
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Our sudit was conducted for the purposs of forming an opinion on the financial statements of NHS
Pennsylvania as a whole, The Schedule of Expenditures of Federsl Awaeds for the year onded June
30, 2012 requited by U.S. Office of Managoment and Budgot Clrcular A-133, Audis of States, Lo/
Goznriznants, and Non-Profit Organigations, Is presented for pusposes of additlonal enalysis and is not »
requlred part of the financial statements. The Intellectual Developmentsl Disabilities Cost Report
Schedules A ~ Expense Report and Bxpense Repozt Recondlliation for the year ended June 30, 2012
on pages 28 and 29 Is required by the Walver Direct Service Provider Audit Requitemants of the
Pennsylvania Depattment of Public Welfate, Office of Developmental Programs and Is presented
for putposes of additlonal analyels and Is not a zequired pact of the financlal stalements. Such
supplemontary Infotmation Is the responsibility of management and was dezived from and relates
directly to the underlying accounting and other records used to prepare the financlal statements, The
information has been subjected to the auditing procedures applled In the sudlt of the financlal
statements and cextain additional procedures, These additional procedures included comparing and
reconciling the information directly to the underlying accounting and othet records used to prepare
the financlal statements, or to the financlal statements themselves, and other additlonal procedures In
accordance with auditing standards generslly atcepted in the United Statos of Amatica established by
the Ametican Inetitute of Certified Public Accountants. In out opinlon, the supplementary
infotmation is falrly stated, in all matezlal sespocts, in tefation to the financial statements as o whole,

6.W ﬁw’;ﬂu LLP

Philadelphla, Pennsylvania

Novembet 9, 2012
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NHS Pennsylvania

CONSOLIDATED BALANCE SHEETS

June 39,

ASSBTS

Current assels
Cash ,
Restalered cash
Accounits receivable, net
Prepald expenses and other cusrent asscts

Total current assets

Property and equipment, net
Other assets

A

Total assets
LIABILITIES AND UNRESTRICTRD NET ASSETS
Current labiHtles
Shorst-term borrowings
Current matutities of long-term debt

Due to afitliates
Deferred rovenue, current

Acctued payroll
Accrued expenses end othet cuttent liabilities

Totul current liabilitles

Doferred revenue and other long-term labilities
Long-term debt, net of current matusities

Totnl liabllities
Usnreattlcted net asscts

Total liabilitles and unrestricted net assets

2012 2011
$ 4885545 § 33901
314,456 333,886
22,420,815 21,851,663
429,699 562,206
28,050,515 22,781,656
13,312,534 12,664,060
863257 762,588
§ 42206306  §_ 36208304
$ 14826702  $ 6,624,204
1,135,400 168,318
77327 4,743,335
531,449 618,048
5,423,262 5,133,017
5,285,062 4,634,396
27,279,202 21,921,318
2,920,745 3,250,941
2781.238 3,344,247
32,981,185 26,516,506
9,245,121 7,691,798
$ 42226306  § 36,208,304

The accompsnying notes aze an intogral part of these consolidated financial statements.

5
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NHS Pennsylvania

CONSOLIDATED STATRMENTS OF OPERATIONS AND CHANGES IN

The accompanying notes ate an intogral part of these consolidated financial statementa.

6

UNRESTRICTED NET ASSETS
Yeats ended June 30,
2012 2011
Revenues
Net consumet secvice tevenue $ 164,604,450 $160,976,728
Other revenuo 575,527 903,364
Tots! revenues 165,179,977 161,880,092
Bxpenses
Satarles " 79,862,509 78,980,452
Employee benefits 19,566,654 18,688,888
. DPurchased services 15,802,018 15,135,278
Qccupancy 9,041,311 8,565,461
Insurance 2,080,622 1,855,912
Supplies and other 30,754,824 32,159,727
Provision for bad debts 5,167,305 1,893,160
Depreciation and amortization 1,418,693 1,685,627
Interost 232,118 207,969
Total exponses 163,626,654 159,174,494
Bxcess of revennes over expenses 1,553,323 2,705,598
Unsestrlcted net assets, beginning of yens 7,691,798 11,756,728
Net asset deflcioncy accquited vis merger (Note J) - (6,770,528)
Unrestricted net rseets, end of year 3925121 $ 7,091,798
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NHS Pennsylvanla

CONBOLIDATED STATEMENTS OF CASH FLOWS

Years ended June 30,

Openating activitles
Changs in unréstrcted net qosets

Adjustments to seconclle change In unrestricted nex assets
to not cash (used in) provided by opemting activitles
Deprecistion and amortization
Provislon for bad dobts
Changos In operating nssots and linbifities
Change In costrlcred cash
Accounts recelvable
Prepald expenses and other current assets
Othet nusets
Due to affiliates
Defetred tovenus, currant
Accrved payroll
Accrued expenses and othar curent lisbilities
Deforeed revenue and othor jong-term Habilities

Net cash (uscd In) provided by opemting activities

Investing actlvitics
Parchase of peopetty and equipment

Net cash uzed In Investing activides
Plnanclng acuvities
Net proceeds (paymesnts on) short-term borrowings
Procecds from 1ssuance of long-tesm debt
Pancipal payments on long-tetm debt
Net cash provided by (used in) financing activitles
Net incroaso in cash
Cash, beginning of year
Cash, end ofyear

Supplsmental cash flow information
Interest pai¢

Inctease in mortgage payable fot the purchase of propesty

“The ascomptuylng notes are an integtal part of these consolidated Anancial statements,

2012 2011
§ 1,553,323 $ 2,705,598
1,418,693 1,688,627
5,167,305 1,895,160
19,430 (134,687)
(5,736,457) (2,781,002)
132,507 328,325
(104,182) (42,82¢)
(4,594,076 (195,280)
(86,599) 69,972
290,245 779,048
650,666 (175,488)
(330,196) 19,829
(1,619,341) 4,154,276
2195586 __(1,986,692)
(3,135,586) (1,986,692
8,202,498 (2,005,334)
584,931 -
(180,858) (158,066)
8,606,571 (2,163,403
4,851,644 4,102
33,901 29,719

$ 4885545 $ 33901
§ 250332 § 205558
$ 584931 $  627.750




NHS Pennsylvania
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

June 30, 2012 and 2011

NOTR A - ORGANIZATION

NHS Penneylvanla Is a not-for-profit 501(c)(8), tax-exempe oiganization incorporated in the Commonwenlth of
Penosylvania,

NHS Pennaylvanta is the solo cotpotate member of NHS Stevens Center, which is the pacent of Stevens Housing
Corporatlon. NHS Pennsylvania and its subudineles provide compochensive community mental health end
intellectusl developmental disabilitics services, consisting of erlals outpatient, partial hospitalization, consutting snd
education. NHS Pennsylvaniz elso ptovides residential, aftarcare, foster cate and cave management aservices to
residents of centrsl and western Pennsylvanis, Lovlsiana and New Yark

Bffectlve July 1, 2010, the assets, liabilities, net assst deflclency and operations of two teloted parties, Rdgewnter
Psychiatric Center (Edgewater) and Nosthwestern Human Services of Susquehanns Valley (NHS Susquehanna
Vallay), were mesged into NHS Pennsylvenia (Note J). Both Edgewater and NHS Susquchanna Valley provided

*  services similat to those provided by NHS Pennsylvania,
o
B NHS Human Services, Inc, (NHS) s the sole catporate member of NHS Pennsylvania, NHS is a not-fos-profit,
= tax-exempt cotpotntion that serves as the parent organization of its for-profit and not-for-profit organizations,
- which ate commisted to dellvering, and suppaotting the delivery of, menta! henlth, Inteflectual developmental
nf disabilitles, drug and sleohol, juvenile justice and othet heslth and human services to the residents of Pennsylvania,
) Loulsians, New York, New Jetsey, Matyland, Delawave and Virginia.
ol
" NOTEB - SIGNIFICANT ACCOUNTING POLICIRS
x
3 1. Bagla of Presentation
The consolidated financial statements of NHS Pennsylvania ate prepared and presented in accordancs with
g . accounting principles generally accepted in the United States of America for health care organizations, The
. consolidated financial statements include the accounts of NHS Pennsylvania and lts subsidiary. All elgnificant
t . ihtescompany accounts and transections have been ellminated in consolidation.
o 2. Cash snd Restricted Cash
- NHS Pennsylvania patticipates in a consolidated cash management account with other NHS affifiatcs, All cash
- receipts are directed to lock boxes asyociated with the short-tertn borrowings (Note G) prior to being cransferred
- . to the consolidated account. Restrictod cash sepresents cllent funds held by NHS Pennsyivania.
- -
-
- .
- .
-
-,
¥ (Continued)
- 8




NHS Pennsylvania
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
June 30, 2012 and 2011

NOTR B - SIGNIRICANT ACCOUNTING POLICIES - Continued
3, Use of Bstiinates

In prepeting the consolldated financlal statements in conformity with accounting principles genezally accepted in
the United States of America, management is required to make estimates and assumptions that effect the reposted
amounts of assets and liabilities and the disclosure of contingent asseta and Unbilitics st the date of the consolidated
financial statements and the reported amounts of revenues and expenses during the reporting period, The most
slgniflcant management estimates and assumptions selate to the detormination of the allowance for doubtfal
accounts for receivables, allocation of administrative expenges, assumptions used to determine labilities For aelf-
Insured employee benefit plans and the useful Ives of fixed assets. Actual results could differ from those
cstimates, ‘

NHS Pennsylvanis receives its funding theough contracts with states, various cltles and counties, federal progrnms,
and agreemonts with managed crre and Insurance organizations. These conteacts gonerally fall into two categories:
cost reimbutsement and fee-for-setvice.

Net consnmer setvice revenue and accounts tecelvable are teported at the catlmated net realizable amounts from
consumes, third-patty payors, and gthers fot services rendored, including estimnated retrorctive settlements under
reimbumsement agreements with thicd-pacty payors. Payment atrangements include prospectively detarmined fee-
for-service tates, The ultimate detesmination of amounts relmbutsable under cost relmbursement contracts is
based upon allowable costs to be reported to and sudited by grantors and/or thele sgents.

FEEEREEREREERERY

Lawa and regulations goveming these programs are complex and subject to interpretation. NHS Pennsylvania
bellaves that it is in compliance with all applicable Jaws and regulstions. Compliance with such laws and regulations
can be subject to future regulatory review and interpretation.

5. Allowance for Danbtfil Accounts

‘The allowance for doubtful accounts Is maintained to absorb losses in NHS Pennsylvanias accounts receivable.
NHS Pennsylvania contimselly monitors accounts receivable for collectabllity lssues, An allowance for doubtful
accounts Is based upon manegement’s judgment and is established based on 8 review of the types of Individual
accounts, prlos collection history, the nature of the sarvice provided and other pertinent factors. Accounte cdesmed
uncollectible are charged to the allowance. The allownnce for doubtful sccounta was approximately $3,624,000 and
$2,237,000 at June 30, 2012 and 2011, respectively.

(Continued)
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NIIS Pennsylvania
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

June 30, 2012 and 2011

NOTE B - SIGNIRICANT ACCOUNTING POLICIES - Continyed

6. Barned but Upbilled Accounts Recelveble

NHS Pennsylvania lo reimbursed by funding ngencles for expenses In progmm-fanded operations. Cestaln
expenecs are acctued for financlal reporting purposes, but ate not billed as program expenditures until pald. To
properly match revenue and expenses, NHS Pennsylvanla records an eazned but unbilled sccounts recelvable for
this accusl, and the related liahility is Included In accrued expenses, At June 30, 2012 and 2011, earned but
unbilled accounts recelvable of $214,472 and $292,701, respectively, are included in other cutrent assets on the
consolidated balance sheets and ate attributable to accrued vacation expenses.

7. Propesty and Bauipmens

Propetty and equipment are recorded at cost. Depteclation has been provided by the stealght-line method over the
estimated usoful lives of the related assets as follows:

Buildings and building improvements 10 - 30 years
Bguipment, futniturs and sutomobiies 3-15 yeats
8. Deofered Revenue

Portlons of grant awards ase utilized to puschase propetty and equipment, NHS Pennsylvania has defecved the
tecognition of grant tevenue related to these agquisitions until the equipment Is depreciated to properly match
grant revenue and depreclation expense. This deferral is recorded 88 deferred revenue, Such praperty acquired &s
considared to be owned by NHS Pennsylvania while used in the program for which it was puschased or in other
fature authorized progtams; however, the funding agencles malntain & reversionary interest in the property. lts
dispositon, as well as the ownesship of any proceeds therefrom, is subject to government regulationa.

o
_l

par 9, Incoms Taxcs
(3
- A tax position Is recognixed or derecognlzed by NHS Pennsylvania based on g “more likely than not” threshold.
- ‘This applies 1o positions taken or expected to be taken In a tax return NHS Pennsylvanla does not belleve its
- - congolidated financlal statements Include any material uncertnin tax positions,
- .
- 10, Recently Adopted Accounting Proneuncement
o In August 2010, the Pinanclal Accownting Standards Board (FASB) issued guldance to reduce the diversity in
= practice related to the accounting by health care entitles for medical malpractice and similar liabilltles, and thelr
tor telated expected Insurance recoveries, The new guidance tequires that Insurance cleims hiabilnies be detormined
* without consideratlon of any expected Insurance recoveries, conslstent with practice in other industries. ‘The
- guidance also clatifies that health care entities shonld no longer net expected Insurance tecoverlos against the
= telated clalms labililes. ‘The malpsactice lisbility guidancs Is effective for fiscal years, and Intetlm perlods within
- those yews, beginning after December 15, 2010. Retrospective and eatly epplication Is also permitted. The

e adoption of this guidance did not have a matesial impact on the consolidated financial statements,
X
- - (Continued)
L
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NHS Pennaylvanla
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

June 30, 2012 and 2011

NOTR B - SIGNIFICANT ACCOUNTING POLICIES - Continued
11, Randing Accounting Proncuncemsnt

In July 2011, the FASB issued authoritative guidance to provide amendments to the prezentation of the statement
of opetatlons fot cettain health cato entities and enhanced disclosute about net patlent servics revenue and the
related allowance for doubtful accounts, These amendments require cactain health caro entitles to present theic
provislon for bad debts associated with patient setvice tevenue as a deduction from patlent seevice revenue (net of
contractual allowances and dlscounts), These amendments aleo require disclosure of patient service revenue (net of
contractual allowances and discounts) as well as qualitative and quantitative infotmation about changes In the
allowancs for doubtful accounts, Additionslly, health care entities ae requited to provide ephenced disclosure
about thelr policies for recognlxing revenue and assessing bad debte, This guidinca Is effective for fiscal yenrs and
interim periods within those fiscal years beginning after December 15, 2011, with early edoption peemitted, ‘The
amendments to the presentation of the provision foz bad debts selated to patient service tevenue in the statement
of operations should be applled retrospectively to all ptior periods presented. The disclosures requited by the
amendtments in this update should be provided for the petiod of adoption and subsequent reporting perods, NHS
Pennsylvanis is ovaluating the impact of adapting this guldance on its consolidated balance sheets and resulte of
opetations,

NOTE C ~ NET CONSUMER SERVICE REVENUE

Concentratlons of revenues are as follows for the years ended June 30:
L2 1)\ -

Mansaged care orgenizations 2% 42%
Medical Asslstance U% 2%
County contracts 8% 26%

Not accounts eeceivable consisted of the following at june 30:

County $ 5943,530 § 8,197,280
Managed care osganizations 9,362,743 7,223,574
Medlcal Asslstance 4437282 3422466
Othes thitd parties 2677260  _3008543

, $22420818 $.20.851.663
NOTRD - PENSION PLAN
NHS has a 403(b) plan for substantially all employess of NHS and ceztain afflliates, including NHS Pennsylventa,
Vesting in the plan s immediate. Employeo conttibutions to the plan ate fully matched up to 45% of the
employees’ salary. The plan also provides for an additional match of 5% of employee contributions for employees
with at least § yeats of setvice, and 10% of employce contributions for employees with at least 10 yeats of service,

Employer contributions for the years ended June 30, 2012 and 2011 were $856,281 and §866,582, respectively,

1n
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NHS Pennsylvania
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
June 30, 2012 and 2011

NOTR B - FROPERTY AND BQUIPMENT
Property and equipment and related accumulated depreciation consiated of the following at June 30:
) ) | T

Land and improvements 8 764767 § 71577387
Bulldings and bullding improvements 15990515 14,223,051
Purniture, equipment and automobiles 0735474 _63741%
‘Tota! propetty and equipment 23,490,756 21,355,170
Less accumulnted depreciation {10,178,222)

Propesty and equipment, net 813312534 $.12.664.000

' Depreciation expense telated to the propezty and cquipment was $1,487,112 and $1,488,292 for the years endsd
June 30, 2012 and 2011, respectively.

NOTE R - RBLATED PARTY TRANSACTICNS

NHS Pennsylvania is one of a group of affillated organizations related by way of common owneship and/or
membership, NHS is the sole cotporate member or pavent company of each of tha affiliated osganizations, NHS
Pennsylvanis hes significant traneactions with membaets of the effiliated group for adminlsteative and gupport
services, ‘and facillty end equipment rentals. Repayment and recelpt of amounts due to ot fiom affiliated
organisatlons Is expected when cash is avallable, The Board of Directors authorlzed NHS, at the dlsczetion of
management, to chatge s management fee to all non-profit subsidiarles of which It is the sole corporate member, in
an amount not to exceed net income for the flscal year. The amount due to affiliated organizdtions was $77,327
and $4,743,335 as of June 30, 2012 and 2011, zespoctively. Depreclation and amortization of aseets held by one
related patty but used by others is chatged based on vsage of the respective assets. For the year ended June 30,
2012, dépreclation and amortization of $71,932 in excess of the amount chatged to it was charged from NHS
Pennaylvania to NHS and other affiliated organizations.

For the yeats ended June 30, 2012 and 2011, NHS Penusylvania incurred the followlng expenses with related

partles:
- Adminlsteation and suppott setvices $ 17,212,707  §16,334,902
= Management fee 3,200,000 . 5,000,000
- - Depreciation and amoztization (71,932 63,994
-, - Facility, equipment and auto tentals 202214 705531

]

$.21.043.040 22104477

Interest expense related to the outstanding short-term borrowings s charged to the affillated orgenizations in
accordance with the NHS cost allocation plan.

12
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NHS Pennsylvania
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

June 30, 2012 and 2011

NOTE G - SHORT-TERM BORROWINGS

NHS Ponnsylvania hes a revolving credit loan with maximum borrowings to $15,000,000. A previous loan expleed
in Pebyusty 2012 and was reflnanced with a different financlat institution. Under the safinanced loan, interest iy
payablc monthly at the one-month LIBOR rate plus 3.25% (sffective mte of 3.50% at June 30, 2012), The loan
explees in February 2015, The outatanding balance of this loan was $14,826,702 at June 30, 2012, Under the
jous loan, Intercst was payable monthly at the annual LIBOR rate plus 4.00%, with an interest tate Aoor of
6.75% (offective rate of 6.75% at June 30, 2011). The outatanding balance of the previous loan was $6,624,204 at
June 30,2011, This line of credit facllity is accuted by all assets of NHS Peansylvanis, s was the provious facility,

NOTE H -LONG-TERM DEBT

Long-term debt conslated of the following at June 30:

Mozigages and hotes payable § 3916638 3 3,512,565
Less current matuities (L1354000  _(168,318)

f.2781.238 $.a344.247

NHS Peansylvaaia obtalned fnancing through varlous mortgage agreements to purchase resldentlal propertes
Bach nots is secured by the underlylng propesty. Princlpal and interest payments axe made in monthly int:mnw
theoughout the teems of the mortgages (3 - 20 years). Intetest rates on the mortgages are based on both fixed and
varinble mtes ranging from 4.50% to 8.63%.

At June 30, 2012 and 2011, NHIS and the Stovens Centet have & sccured note payable outstanding in the amount of
$370,000 and $430,000, respectively. The note beara Interest at the Wall Strcet Prime Rate plua 0.50% (effoctive
rate of 3.75% at June 30, 2012 and 2011). Principel pagments In the amount of §5,000 ate due monthly. This note

expires in July 2018.

Puture Principal Payments

Puture matutities of pxincipal paymente on long-torm debe, for the next five yeats, are as follows:
Year ending Juno 30:

2013 $1,135,400
2014 937,527
2015 392,887
. 2016 745,876
" 2017 450,742

(Continued)
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NHS Penasplvania
NOTES TO CONSOLIDATED FINANCIAL STATRMENTS - CONTINUED
June 30, 2012 and 2011

NOTE H - LONG:TERM DEBT - Continued

The debt agreements require NHS Pennsylvania to comply with ceetain tetms, covenstits, provislons and
conditlons, including, but not Hmited to, limitations on additional indebtedness and satisfaction of certain measures
of financial performance, NHS Pennsylvania was in compliance with all financlal covenants as of June 30, 2012
and 2011,

‘The estimated fair value of long-term debt, based on quoted marlet prices for the same or similar lesues,
apptoximates its carrylng value at June 30, 2012 and 2011,

NOTE I - COMMITMENTS AND CONTINGENCIES
1. Lease Commitments

' NHS Pennsylvanin has entered into lease agreements for teal eatate, vehicles and equipment with various vendars,
NHS Pennsylvania also entors Into formal leases with afflliates, Vatlous leases, both with vendors and affitates,
ate renewed on a year-to-year basls, and are thug excluded fiom the future minlmum rentsl payments in the

following table.

The following ls a schedule of future minimum lease payments for operating leases with noncancellable lease terms
in excess of one yeax:

Year ending Juna 30:
2013 $ 2,574,902
2014 2,061,284
2015 1,571,322
2016 1,176,215
m7 582,669
Therealter —. 600,624

$8.562.016
Rental expenso for the yeats ended June 30, 2012 and 2011 totaled $7,111,005 and 86,496,003, tespectively,
2. Profegsional Linbility Insusance
NHS Pennsylvania maintains profossional liability insutance covemge of §5,000,000 per occurtence up to an

stinual aggregato of §5,000,000, The cost of professionsl lability insurance emounted to $1,060,932 and 8852.639
In 2012 and 2011, cespectively.

{Continued)
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NHS P&nmylvnn.!a
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINURD
June 30, 2012 aud 2011

NOTE |- COMMITMENTS AND CONTINGENCIES - Continued

‘There are known incldents occurring through June 30, 2012 that may result in the sssertlon of claims againgt NHS
Pennsylvanin, and other claims may be asserted atdsing from services provided to consumets In the past. In
mauagement’s opinlon, NHS Pennsylvania has adequate insusance coverage with vespest to each of these incldents
and does not belleve that uitimate resolution of such claims would matetially impact the sccompanying
consolidated balance eheet.

3. Self-Inauted Esployes Benefit Plaos

NHS provides vision, denta), presctiption, unemployment and workers’ compensation coverage on a self-insuted

- bsis to substantiatly all cmployoes of NHS,

-, . Management hae cstublished premiuma for the self-funded plans brsed upon the combined claims histoty of all
plan members, Additionally, NHS matntains a reinsurance policy for workers® compensation claims that exceed

< specified deductibles on an Individual and aggregats basis.

. Due to the complexities and uncertalntles involved in the actuatlal evaluations, actunl results could vaty

- significantly from the eatimated projections.

= 4

- s 4. Litigation

o s NHS Pennsylvania s from time to time subject to routine litigation incidental to ite business. Management and its

- counsel belleve that insutance policles are sufficlent to cover potentlsl settlements and that any pending ltigation

. - will not have & materially adverse effect on NHS Penntylvania’s consolidated balance sheets,

® 4

- NOTE] - MERGER

N Effective July 1, 2010, the assets, linbllides, net neset deficiency and operations of Edgewnter and NHS

" Susquehanna Valley were mesged Into NES Pennsylvania

- The following table summatizes the sspets, Habilirias and net asset deficiency merged into NHS Pennsylyanis on

o ) the date of the metger:

> NHS

.. Susquehanna

-~ ~Edgewnter . __ Valloy ~ _ Total

v oo Current assets $ 510,805 § 646914 § 1,157,719

* Propecty and equipment, net 696,699 343,750 1,040,449

v Othee sssats 1648 12230 19,887

v Total assots $1215052 $..l002003 $..2218.05%

N4

v (Continued)
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NHS Penngylvania
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

June 30, 2012 and 2011

NOTRE] - MERGER - Continued

NHS
Susquehanna
Bdgowater . _ Velieyp, = __‘Total
Cutrent llablities $ 7644046 $ 967,624 3 8,611,670
Deforred revenue, long-term 310,131 66,782 376,913
Net asset deficlency ~(6,739.025) . _._(31,503)

Total Ilabilities and net nssct deficiency 1215152 $..1002903 $__ 2218055

NOTE K - FUNCTIOCNAL EXPENSES
" NHS Pennspvania ls committed to delivering, or supporting the delivery of, hehavioral health and intellectus!

developmenta! djsabilities to vosidents within its gsogmphic location. Expenses related to providing these sexvices
are as follows:

202 2081

Progrsm exponses
Behavloral health $101,707,950 $ 95,137,078
Intellectusl developmentrl disabilities 40,724,405 40,040,359
General and adminlsteative expenses
Indirect costs 17,994,299 18,997,057
Management fee 3200000 5000000
Total expenses fLA026640  $150,074.494

NOTRI - SUBSEQUENT EVENTS

NHS Pennsylvania evaluated its June 30, 2012 consalidated Ginanclal statements for sbsequent events through
November 9, 2012, NHS Pennsylvania is not awate of any subsequent evants which would requite recognition ot
disclosure in the consolidated financlal statements.
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NHS Peonsylvania,
SCHEDULE OF ERFENDITURES OF FEDERALAWARDS
Yexr eaded Jone 30, 2012
Federst
CFDA
Folnmlprogenseme ~~ gpmber  Gowgpoded | Expendienes
Pasvdhomgh Pennsybeasis Depazmment of Poblic Wl Medicat AsSstauce Progsian Medacaxd) B8 07/01/11-06/30/12 $ 1985249
Pusy-drooagh Coscbesdznd Coonty Drg sod Block Graass for Brevention 204 Treatment of
Alobol Compssion Salsnmmce Abase 93958  O7/01/11-06/30/12 9,599
Pess-chmomph vazions Commty Childen: sod Yorth Progmmns “Tempomsy Assisanne for Needy Fomilies (TANE) 93558  07/01/11 -06/30/12 97453
Prsy-thooagh vanous Couary Clxildren and Youth Programs Foswx Cave: Tide IV-B 93.658 o7/01/11 - 06/30/12 1,652,137
Prss-thoongh Allegheny Conuty Depasement of Human Sexvices Stepbaric Tubbs Joazs Child Weltxse Services
Poogros (Foster Care- Tide TV-B) B  07/01/11-06/30/12 13,990
Passdrwensh Besver Covary Behvices] Health Sobcoce Abose and Mextl Heskth Sexvices
Projecss of Regians? znd Natins) Signifikamee @20 @AL/11-08/30/12 20481
Pass-chrough Virfoos Conty Meotl Heabh 2nd IDD Progoes Block Gomes fivr Coramommity Meorsl Eealth Seovicss $5958  07/01/11-06/30/12 171,403
Pass-dhrough Varioes Covmty Meaanl Hedth end IOD and
Children and Yorsh Progrems . Soci Servioes Block Gant 95667  OIQU/M-08/30/12 __ 6%2308
Tou! U4 Deparrment of Bealth 324 Hixnag Secvioes ZTOSSS

Désecr Proding Sapportive Howsing Progaxm . 14235 (7/01/11 - 06/30/12 48,533
LS Deparnenr of Jostioe

Froo g Besrer Comaty Peloomme ot "I:ﬁﬁ”’ P e Josiee 16805 O7/01/15-04/30/12 24936

Pusy-duongh Bexver County Beéuviensl Health Scoond Clrente Act Prisount Rocuty kinive 16812 - O7/01/1-06/50/12 396991
Toaal US Department of Justos ez
Tl Expenditzs of Fedensl Awends ) § B

The acsompanying notes 8o the Schedale of Expeadimres of Fedend Avands shocid be szad in cosjanetion with thr schedrle.
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NHS Peansylvania
NOTES TO 8CHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year ended June 30, 2012

NOTE A - BASIS OF PRESENTATION

The accompanying Schedule of Bxpenditures of Pederal Awards includes the grant expenditures of NHS
Pennsylvenia and is presented on the accrual basls of accounting, The information In this schedule Is presented in
accordance whth the requitements of OMB Citcular A-133, Awditr of Statss, Lacal Governmments, and Non-Profir

Orgaizphons,
NOTR B - PENNSYLVANIA CONFIRMATION

The sudit confitmation recelved fiom the Commonwealth of Pennsylvants, Department of Public Welfare

contained Medical Asslstance payment history for the petiod July 1, 2011 through June 30, 2012, These paymonts

sepresented all payments made through the Provider Reimbursement and Opérations Management Information

Systems (FROMISe). This payment history contained payments for expendituses for both the petlod ended June

30, 2012 ss well a3 June 30, 2011, The Schedule of Expanditures of Federal Awards contalns only the expenditures
* related to the perlod ended June 30, 2012,
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Grant Thornton

Audit s Tax » Advisory

Qrant Thernton LLP

2001 Markt Siroed, Sufto 3100
Report of Independent Certified Public Accountants on Puliadzlghia, PA 191037080
Internal Control Over Financlal Reporting and on :g}g:::{-fggg
Compllance and Other Matters v, GranfTomion. com
Board of Dlrectors ’
NHS Pennsylvania

' We have audited the consolidated financlal statements of NIS Pennsylvania, a8 of and for the year
ended June 30, 2012, and have fssned our report thereon dated November 9, 2012, We conducted
our audit in sccordance with auditing standards generally accepted in the United States of Ameries
established by the American Institate of Cestified Public Accountants and the standards applicable to
financial eudits contalned in Gosmmental Anditlng Standards, issued by the Comptroller General of the
Uhited States.

Intemnal Control Over Finansial Reporting

In plshaing and pesforming our audit, we considered INHS Pennsylvania®s intetnal control over
financlal reporting as a basis for designing our auditing proceduses for the putpose of exptessing an
oplnlon cn the consolidated Ananclal statemnents, but not for the purpass of expesslng an oplnlon
on the offectiveness of NHS Penniaylvania’s internal control over financlal reporting, Accordingly,
we express no such opinion,

A deficlency in Internal conttol oyer financial seporting exlsts when the design or oparation of &
control docs not allow managemment or employees, in the normal coutss of performing thele adoigned
functions, to prevent, or detect and correct imlsstatements on a timaly basls, A tmatetlal weakness i a
deflclency, or s combination of deflciencles, in Internal conttol over Ananclal teporting, such that
there Is o reasonable possibility that & matatiel misstatermont of the entity’s consolidated financlal
statements will not be prevented, or detected and corrected on a timely basls. A significant
doficlency is a deficlency, ot & combination of deflelencles, in intemnal control over flnanclal
reposting that l lcos severe than a matetial weakness, yet important enough to medt attention by
those charged with govermance.

Out cotislderation of Internal conttol was fot the limited puepose described above and would not
necesoarily identify all deficiencies in internal control that might be significant deficlencies or matesial
wenknesses in NHS Pennaylvania®s internal control over financlal feporting, We did not Identify any
deficlencles in NHS Pennsylvenias internal control over financlal repotting that we consider to be
materinl wealnesses, as defined above.

T Temien L
U3 mpmber 1 of 2ot Thornton toli eations) Lid
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Complinnce and Other Mattess

As paut of abtaining reasonable sssurance about whether NHS Pennsylvania’s consolidated financial
statements aze free of materlal misstatement, we performed teats of its compliance with certain
provisiona of lawe, regulations, contracts and grant agreements, noncotnpliance with which could
have a dircct and matatial effect on the determination of consolidated financlal statement amounts,
Howevet, providing an opinion on compliance with those provisions was not an objective of our
sudit, and sccordingly, we do not cxpress such an opinion. Tho results of cut tests disclosed no
instances of noncompliance or other mattera that ave requited to be raported under Gowrmment
Avditing Standakds,

This report s intended solely for the Informatlon and use of management, the Boatd of Directors
and the applicable federal agencles and pase-through agencies and is tiot intended to be and should
not be used by anyone other than these specified pacties,

6_ nont. ﬂmﬂ, LLP

Phiacielphis, Pennsylvania

November 9, 2012
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GrantThornton

Audft » Tax » Advizory

Grent Thornton LLP

2001 Market Stras, Sute 3100
Report of Independent Cerlified Public Accountants on Phiadsiphiz, PA 191037080
Compllance with Major Programs (OMB Circular A-133) Mg
and on Intormal Control Over Compliance v, OrantThornton.con
Officer and Directozs
NHS Pennsylvania
Compliance

We have audited the compliance of NHS Pennsylvania with the types of compliance

desailbed in tho U.S. Offtr of Manegzment and Budgst (OMB) Cirewlar A-133 Complianes Supphuus that
ate epplicable to its major federal progeams for the year ended June 30, 2012, NHS Pennsylvania’s
mejor federal programs are identified In the summaty of auditor's tesults section of the
accompanying Schedule of Pindings and Questloned Costs. Complisnce with the requirements of
laws, segulations, conttacts and grants applicable to its major federal programs is the responsibility of
NHS Pennsylvania’a management. Our tesponsibility is to exptess an opltlon on NHS
Pennsylvania’s compllance based ot our andit.

We conducted our audit of compliance in accordance with auditing standards generally acceptad in
the United States of America established by the American Inetitute of Certified Public Accountants;
the standards applicable to financlal audits contained in Gouernmrant Auditing Standards, issued by the
Comptrofler General of the United States; and OMB Circular A-133, Awditr of Stares, Loca/
Governments, and Noo-Profit Organizations. Those standards and OMB Clrcular A-133 requite that we
plan and perform the audit to obtain reasonable assurance about whether noncompliance with the
types of complisnce requiternents referred to above that could have a direct and materlal offect on
major fedeml program occurred, An sudit includes examining, on a test basls, evidence about NHS
Penneylvania's compliance with those requirements and performing such other procedures as we
considered necessary in the citcumstances. We believe that our audit provides a seasonable basis for
out opinlon. Our audlt does not provide a lagal determination of NHS Pennsylvanla's compllance
with those sequirements,

In our opinion, NHS Pennsylvania complied, in all material zespects, with the tequirements referred
10 above that could have a direct and materlal effect on its major fedesal programs for the year ended
June 30, 2012.

Intemnal Control Qver Compliunce

"The management of NHS Pennsylvania is responsible for establishing and muintalnlng effective
intezna) control over compliance with the requirements of laws, regulations, contracts and gtants
applicable to federal programs. In planning and performing our audlt, we consldered NHS
Pennsylvania’s internal control over compliance with requirements that could have a ditect and
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matcrial effect on a major federal proram as a basis for designing audit procedures for the purpose
of expressing an opinlon on compliance, but not for the puspose of expressing an opinion of the
effectiveness of NHS Pennsylvania’s Internal conteal over compliance, Accordingly, we express no
such opinion.

A doficiency In NHS Pennsylvania's inteenal contol over compliance exists when the design o
operstlon of a control does not allow management or employees, in the notingl course of
pezforming their assigned functions, to prevent or detect noncompliance on & dmely basis with a
typo of compliance requirement of a foderal progmm. A taterial weakness is & deficiency, or a
combinatlon of deficlencles, In internal conteol over complisnce such that there Is s teasonable
possibillty that the mateilal noncompliance with a type of compllance requirement of a fedeml
program will not bo prevented, or detected and costected on & timely hasis.

Our conelderation of Internal control would not necessaily identify all deficiencies in internal
conteol over compliance thap might be matesial weaknessea. Given these limitatlons, dutlng our
audit we did not identify any deficiencles in NHS Pennsylvania's intemnal contro) over compliance
that we consider to be material weaknesses, However, materisl weaknesses may exist that were not
{dentfled.

This report Is intended for the use of management, the Board of Directors and the applicable federal
sgencies and pass-through agencles and is not intended to be and should not be used by anyons
other than these specified parties,

6.MM; ﬁmm Z-LP

Philadelphis, Pennzylvania

December 26, 2012




NHS Penneylvania

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Yeax ended June 30, 2012

Scction I - Summary of Auditor’s Results
Financial Statements

Type of auditor’s report issued-

Intemal control over finat_‘ncial reporting:

¢  Material weakness(es) tdentified?

¢ Significant deficiency(jes) identified that are not
considered to be material weakness(es)?

¢+ Noncompliance matenal to financial statements noted?
Federal Awards

Internal control over major programs:

e  Material weakness(es) identiGed?

o Sigmificam deficiency(tes) identified that are not
considered to be materlal weakneas(es)?

Ungqualified

yes —X no

yes X __ none reported
yes X no

yes X no

yes Z__ none reported

Type of auditor’s report 1ssued on compliance for major programs: Unquakfied
Any audit findings disclosed that are required to be reported
in accordance with section 510{a) of Circular A-133? yes X _no
[dentification of major programs:
CEDA Nertbs Daze of Fedsral Prograz: or Chusior
93.778 Medtcal Assistance (Medicaid)
16.812 Second Chance Act Prisoner Re-entry Initlauve
Dollar threshold used to distinguish between type A and type B programs. $703,798
Auditee qualified as low-zisk auditee? . yes no




NHS Pennsylvania
SCHEDULE OF FINDINGS AND QUESTIONED COST'S - CONTINUED
Yeat onded June 30, 2012

]
E-l Section II - Financial Statemont Findings
Bl] No-mattees tequired to be reported.
m] Section H1 - Redaral Awaed Findings and Questoned Costs

) . No matters required to be reported.
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NHS Pennsylvania
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

Yenr ended June 30, 2012

None noted.
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£ GrantThornton

Autt « Tax + Advinory
Qrant Tharnton LLP
. 2000 Market ireet, Sulto 3100
Agreed-Upon Procedures Report of Indopendent Cortitiod Phlladalphla, PA 191037080
T 216:861,4200
Publlc Acaountants on Indirect Cost Allocation mﬁnlﬁlrm
WY,
Boatd of Directors e
NHS Pennsylvania

We have examined managements assertion about NHS Ponnsylvania's compliance with the
Commonwealth of Pennsylvanls, Depattment of Public Welfawe, Section 4300,94 of the Title 4300
regulations durwg the yeat ended June 30, 2012. Management ls zesponsibla for NHS Pennsylvania’s
complianco with those requirements. Out responsibillty 1s to express an opinion on management’s
nssertion about NHS Pennsylvania’s compliance based on our examination.

Our exmmination was made In accordance with attestation standards established by the American
Institate of Certified Public Accountants and, accordingly, Included cxamining, on a test basls,
cvidence about NHIS Pennsylvania’s complisnce with those requirements and petforming such other
procedutes as we consideted necessaty in the clroumstances, Wa bellsve that our examination
provides a reasoneble basis For our apinion. Out examination does nat provide 4 legal detotmination
on NHS Pennsylvania’s compliance with the Commonweslth of Pennsylvania, Depattmont of Public
Welfate, Section 4300.94 of the Title 4300 regutations,

In our opinlon, NHS Pennsylvanla complied, in all matetisl respects, with the aforementioned
requirements for the year ended June 30, 2012, ‘

This teport I8 intended for the information of the Board of Ditectors, mrangement of NHS
Pennsylvania, and applicable federal agencles and pess-through agencics and s not Intended to be
and should not be used by anyone other than theso apecified parties,

(5ront Thontons LLP

Philadelphia, Pennsylvania

Decembes 26, 2012

Arent Thormtaa LLP
U4 traerbes berm of Orant FRomicn IntimatomiLId
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NHS Pennsylvania
INTELLECTUAL DEVELOPMENTAL DISABILITIES COST REPORT

SCHEDULE A - BKPENSE REPORT

Yoar ended June 30, 2012

Expenses by oaegory

Progmm direet caro stafF aalary/wages (Schedule 1)
Progrm disect care staff BRE (Schedule D)

Otz program 01efF salary/wages (Schedule D.1)
Othge program staff BRE @rhedule D-1)

Conttactod ataff (Schedule D-2)

Adminlstrative steff salaty/wagea (8chedule D-3)
Administretivo staff BRE (Scheduto D-3)

Progmm supplies (Scheduls F)

Othes vehlcls ewpense (Schedule B-1)

Other progrm expense (Schedule F)

Transportation - partiatpant motor vehicle (Schedulo B-1)
Transpoztation - pattiolpant (Bcheduls I)
Othoroccupancy expenss (Schedula F-1)
Depzeciation - bulldings (Schedula B)

Depreciation - fxed assets/equipmont (Schedule B-2)

Total axpenses, axcluding tesldentinl occnpaney
Gontdbutione/revenve (expense offest) (Schedule B)

Bxpeases, net of contributlons/revenue

Residentlal occupancy

Residential vceupancy (Schedule J)

‘Total expenses

Bxcluded Non-
Allowable Walver
Hxpensss

Bligible
Bxpenses for
Walver
Participants

8 10,897,391
3,270,553
3,396,108
1,037,286
1,058,315

322,794
94,836
9,233

3,711,782

1,116,905
309,239
10,062
13,486

25,280,990
31,274

25,243,710

-

8 23,280,990
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NHS Pannsylvsnia

INTRLLECTUAL DEVELOPMENTAL DISADILYTIRS COST REPORT
SCHRDULR A . BXPENSE REPORT RECONCILIATION

Year ended June 30, 212
Behedula A Cotumn R Reconeillstlon
Audie Cast Repart Differonce [A)
Bligihte Higible Llgible
Dxpenses for Bxpensos for Bxpensos for
Walver Walver Walver
Pasitelbants Prrticipante Pazticipants
Bxpensce by category
Progmm dgect caro stall satary/wages (Behedulo D) $ 10,897,991 | 10,897,991 $ -
Progawm direct oace stnff BRE (Schedule D) 9,270,553 1,270,563 .
Othec program stafl salary/wages (Schedulo D-1) 3,396,108 3,396,108 .
Otlios pragram uialf ERE (Schedule D-1) 1,037,285 1,087286 .
Conteactsd staff (Schedule D-2) 1,458,315 1058518 .
Adminuteive sinff salasy/wages (Behedule D-5) 322,794 323,194 .
AdmEnlstrative staff BRE Echedute D-3) 94,836 ' 04,836 .
Progsam supplics (Schedule 19 42233 42,253 -
Qther vebicls expenge (Schedula B-1) . . -
. Orher paogeam expenss (Schedule 1 3,111,782 31,182 -
Tranapociatinn - pacileipant motaz veblcle (Scheduta B-1) - . .
‘I'anspormion - pacticipant (Schieduls ) 1,116,905 1,116,908 N
Othor coenpancy expensa (Schedula F-1) 309,29 309,239 -
Depsachtion - bulldiagy (Schodals B) 10,062 10062 -
Pepeccirtlon - Bred ametsfoquipment (Schodulo B-2) 19,486 . 13486 -
‘Fotsl expenses, cxcluding residential ocoupancy 25,280,950 25,280,900 .
Centeibutionn/vevenue {cxpenss offsct) (Schodule B) 343M 2,004 .
Tupenses, not of contrdbutlona/revenus 25,243,716 25,243,116 .
Reatdentinl oocupancy
Reuidenth] oocupancy (Schedule §) . - -
Totw) expenses $ 23,280,000 $ 23,260 990 3 .
Schiedulo B Colomn B Reconelliation
Audit Gont Repory Difference
Tors) covepue - walver LOB [ ] 47,727,338 $ 21,727,338 ] -
0
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GrantThornton

Audit « Tax « Advisory

Grant Thornton LL$
2001 Matket Street, Sulte 3100

Report of Independent Cortified Public Accountants on Philadeiphla, PA 19103-7080
T 215.561 4200
Supplemental Information F 215561 1066
www GrantThoriton.com

Board of Directors
NHS Pennsylvania

Our audit was conducted for the purpose of forming an opinion on the basic consobidated financial
statements taken as a whole of NHS Pennsylvania as of and for the year ended June 30, 2012, which
are presented in the preceding section of this report. The following supplemental information for
the year ended June 30, 2012 15 presented for purposes of addittonal analysis and 1s not a required
patt of Lhe basic consolidated financial statements. Such information has not been subjected to the
auditng procedures applied in the audit of the basic consolidated financial siatements, and
accordingly, we cxpress no opinion on it.

(rnont Thomeons LLP

Philadelphia, Pennsylvania

December 26, 2012

1
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REVENUE
LOUISIANA CLINICAL SERVICES
OTHER

TOTAL REVENUE

DIRECT PERSONNEL SERVICES
PERSONAL SERVICES
RELATED BENEFITS
PROFESSIONAL SERVICES

TOTAL DIRECT PERSONNEL SERVICES
OPERATING EXPENSES

OPERATING SERVICES

SUPPLIES

TRAVEL
CAPITAL ASSETS

TOTAL OPERATING EXPENSES

OTHER EXPENSES

OTHER

ADMINISTRATIVE '
TOTAL OTHER EXPENSES

TOTAL EXPENSES

DUR TO COUNTY / (UNREIMBURSED COST)

NHS Pesnsylvania
Louisiana Clinical Serv
Schedule of Individual Program Revenues and Expenses
For the year eaded June 30, 2012

MHSD ACT MESD FACT CAHSD FACT Region 7 ACT Region 7ICM Toul
2/29/2012 2/29/2012 /320 2/29/2012 6/30/2012
s 769,855 % 854416 3 1084208 5 567764 8 283,904 3,580,147
789,855 854,416 1,084,208 567,764 283,904 3,580,147
483,610 394,312 640,692 312,486 152,179 1,983,279
104,239 91,186 117,792 65,907 34,543 413,667
51,950 215923 17,709 64,448 6330 416,360
639,799 701421 834,193 442,841 193,052 2,813,306
43,38 40,880 91,323 31,085 31,925 238,551
2,776 3,680 1,550 2,608 592 11,246
29,701 23,069 38938 2511 27,813 154,032
] - - 888 100 988
75,815 72,629 131,851 66,092 60,430 404,817
2437 2692 - - - 5129
92,136 107,583 134,164 85,2355 45576 454 814
94,573 110,275 134164 85,355 43,576 469,943
810187 884,325 1,102,208 592,288 259,058 3,688,066
$ ___eoxy s @59 3 aso0g  § @as29)  § {15.154) o119

AP Al e b Sre wams o o g e =,



NHS Pennsylvania
Schedule of Units of Service
For fiscal year ended June 30, 2012
Progrzm 17 Days £14 Davs 1521 Days 22+ Days Total
MHSD - ACT (3/1/2012 - 6/30/2012) L] i3 0 36 36
MHSD - FACT (3/1/2012 - 6/30/2012) 1 2 1 50 64
CAHSD - FACT (4/1/2012 - 6/30/2012) 0 o 0 0 0
Region 4 - ACT (5/1/2012 - §/30/2012) ¢ ] 0 8 6
Region 5 - ACT (5/1/2012 - 6/30/2012) 1 ° 1 13 20
Region 6 - ACT (5/1/2012 - 6/30/2012) s 2 a 8 15
Ragion 7 - ACY (3/1/2012 - 6/30/2012) 1 2 ) 2 45
TOTAL 8 6 2 170 185
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Grant Thornton

Audit » Tax ¢ Advisory

Grant Thornton LLP
2001 Market Street, Suite 3100

Report of Independent Certified Public Accountants on Philadetphia, PA 19103-7080
T 215 561 4200

upplemental Information
Supp a F 215 561 1066
www GrantThormton com

Board of Durectors
NHS Pennsylvania

Qur audit was conducted for the purpose of forming an opinton on the basic consolidated financial
statements taken as a whole of NHS Pennsylvania as of and for the year ended June 30, 2012, which
are presented in the preceding secuon of thus report The following supplemental information for
the year ended June 30, 2012 1s presented for purposes of additional analysis and 15 not a required
part of the basic consolidated financial statements Such information has not been subjected to the
audiing procedures applied m the audit of the basic consobdated financial statements, and
accordingly, we express no opinion on 1t

6W ﬁmmu /_LP

Philade!phia, Pennsylvania

December 26, 2012

1
2
E

4
i
3

54

o s

[Fpon syt gy
X

Grant Tharaton LLP
uS member frm of Gract Thornton internatonal Lid

S
SN e

w



REVENUE
OBH LOUISIANA
OTHER

TOTAL REVENUE

DIRECT PERSONNEL SERVICES
PERSONAL SERVICES
RELATED BENEFITS
PROFESSIONAL SERVICES

TOTAL DIRECT PERSONNEL SERVICES
OPERATING EXPENSES

OPERATING SERVICES

SUPPLIES

TRAVEL
CAPITAL ASSETS

TOTAL OPERATING EXPENSES

OTHER EXPENSES
ADMINISTRATIVE

TOTAL OTHER EXPENSES

TOTAL EXPENSES

DUE TO COUNTY / (UNREIMBURSED COST)

Lowsiana Office of Behavioral Health
Schedule of Indrmidual Program Revenues and Expenses
Forz the year ended June 30, 2012

Region 4 ACT Region 5 ACT Region 5 ICM Region 6 ACT Total
4/30/2012 4/30/2012 6/30/2012 4/30/2012
3 721,955 $ 505,677 $ 470,137 3 711,544 2,409,313
721,955 505,677 470,137 711,544 2,409,313
368,763 247,691 267,800 279,129 1,163,383
89,430 55,235 71313 53,980 269,958
89,461 82,325 6,408 204,839 383,033
547,654 385,251 345,521 537,948 1,816,374
46,095 35,011 34,177 45,144 160,427
4,654 3,032 3,465 4,238 15,389
46,200 28,200 56,600 48,000 159,000
96,949 66,243 74,242 97,382 334,816
89,045 57,592 65,073 82,573 294,283
89,045 57,592 65,073 82,573 294,283
733,648 509,086 484,836 717,903 2445473
$ (11,69 § Ga9 § (14699) $ (6,359) (36,160)
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Grant Thornton

Audit « Tax » Advisory

Grant Thornton LLP
2001 Market Street, Sute 3100

Report of Independent Certified Public Accountants on Philadelphia, PA 191037080
Supplemental Information T 215 561 4200

F 215561 1066
www GrantThornton com

Board of Directors
NHS Pennsylvania

Our audit was conducted for the purpose of forming an opimon on the basic consolidated financial
statements taken as a whole of NHS Pennsylvania as of and for the year ended fune 30, 2012, which
are presented in the preceding section of this report  The following supplemental information for
the year ended June 30, 2012 15 presented for purposes of additional analysis and ts not a required
part of the basic consolidated financial statements  Such information has not been subjected to the
auditing procedutes applted in the audit of the basic consoldated financial statements, and
accordingly, we express no opinion on it

6"‘“""‘: Thowntors LLP

Phdadelphia, Pennsylvania

December 26, 2012

Grom Thornton LLP
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REVENUE
LOUISIANA CLINICAL SERVICES
OTHER

TOTAL REVENUE

DIRECT PERSONNEL SERVICES
PERSONAL SERVICES
RELATED BENEFITS
PROFESSIONAL SERVICES

TOTAL DIRECT PERSONNEL SERVICES
QPERATING EXPENSES

OPERATING SERVICES

SUPPLIES

TRAVEL
CAPITAL ASSETS

TOTAL OPERATING EXPENSES
QTHER EXPENSES

OTHER
ADMINISTRATIVE

TOTAL OTHER EXPENSES

TOTAL EXPENSES

DUE TO COUNTY / (UNREIMBURSED COST)

NHS Peansylvania
Louisiana Clinical Services
Schedule of Indivmdual Program Revenues and Expeases
For the year ended June 30, 2012

MHSD ACT MHSD FACT CAHSD FACT Region 7 ACT Region 7 ICM Total
2/29/2012 2/29/2012 3/31/2012 2/29/2012 6/30/2012

s 789,855  § 854416  $ 1084208  § 567764 S 283904  § 3,580,147
789,855 854,416 1,084,208 567,764 283,904 3,580,147

483,610 394,312 640,692 312,486 152,179 1,983,279

104,239 91,186 117,792 65,907 34,543 413,667

51,950 215923 77,709 64,448 6,330 416,360

639,799 701,421 836,193 442,841 193,052 2,813,306

43,338 40,880 91,323 31,085 31,925 238,551

2,776 3,680 1,590 2,608 592 11,246

29,701 28,069 38938 29,511 27,813 154,032

. . - 888 100 988

75,815 72,629 131,851 64,052 60,430 404,817

2437 2,692 - - . 5129

92,136 107,583 134,164 85,355 45,576 464,814

94,573 110,275 134,164 85,355 45,576 469,943

810,187 884,325 1,102,208 592,288 299,058 3,688,066
$ (20332 % (29909) § (18000) (4524) $ (15,154) % (107,919)
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Program

MHSD - ACT (3/1/2012 - 6/30/2012)
MHSD - FACT (3/1/2012 - 6/30/2012)
CAHSD - FACT (4/1/2012 - 6/30/2012)
Region 4 - ACT (5/1/2012 - 6/30/2012)
Region 5- ACT (5/1/2012 - 6/30/2012)
Region 6 - ACT (5/1/2012 - 6/30/2012)
Region 7 - ACT (3/1/2012 - 6/30/2012)

TOTAL

NHS Pennsylvara
Louisiana Clinical Services
Schedule of Unuts of Service
For fiscal year ended fune 30, 2012
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Internal Control Letter

NHS Human Services, Inc.

June 30, 2012



y Grant Thornton

Audit * Tax + Adwisory
Grant Thornton LLP

2001 Market Street, Suite 3100
Phladelptua, PA 19103-7080

7215 561 4200
F 215 561 1066
www GrantTharntgn com

Qctober 2, 2012

Management and the Audit Commitiee of the Board of Directors
NEHS Human Services, Inc
Lafayctte Hdl, Pennsylvania

Tadies and Gentlemen

In conuecuon with our audit of NHS Human Services, Inc’s (“NHS”) consoldated
financul statements as of June 30, 2012 and for the year then ended, auditing standards generally
accepted 1 the United States of Amenica ("US GAAS”) established by the Amencan Institute of
Certified Public Accounwants require that we advise management and the board of directors
(heremnafter referred to as “those charged with governance”) of the following taternal conrrol matters

1dentified dunng cur audit

Our responsibilities

Our responsibility, as prescnbed by US GAAS, 15 to plan and perform our audit to obtan
reasonable assurance about whether the financial statements are free of matertal misstatement,
whether caused by error or frand An audit includes consideration of internal control over financial
reporting (hetemnafter referred to as “internal control”) as a basis for designing audit procedures that
are appropriate 1 the circumstances for the purpose of expressing our opinton on the financial
statcments, but not for the purpose of idenufying deficiencies 1n internal control or expressing an
opimon on the effectiveness of NHS's mternal control Accordingly, we express no such opinion on

internal control effectiveness

¢S]

Grant Thornton LLP
US member fem al Grand Thernion mlernsbona | td



Identified deficiencies 1in intemnal control

We 1dentified the following internal control matters as of the date of this letter that are of

sufficient impottance to merit your attention
Control defictencies

A deficency i anternal control (“control deficiency™) exasts when the design or operanion of
a control does not allow management or enployees, i the normal course of performung their
assigned functions, lo prevent, or detect and correct musstatements on a tumely basts

Recommendations to sttengthen internal control

We recommend that NIS and those charged with governance consider the following

acuons

INFORMATION TECHNOLOGY

Observation and Recommendation:

During ovur current year audit, we observed that management has implemented
recommendations for improvement from the prior year within thesr overall information technology

(“IT™) plan 10 1improve thew I'T mfrastructure and network security

In the current year, the following recurring opportunipes for improvement exsst to continue

to enhance the overall security and change management process at NHS

e We noted that change management policies and procedures are not formahzed We
recommend that management develop a formal policy and procedure related to change
management  Also, management should ensure that the Change Management Policy and

Procedure developed also includes the Emergency Change Management process

¢ Currently, certan security event logs within the Windows operating system, CSM application

and SQL database are reviewed on an as-needed basis However, documentation of review



1s not formally documented nor retaned  We recommend that tnanagement develop a
formal policy and procedure related to the period review of system event lops  Additionally,
management should perform a regulat, scheduled review of the system event logs wathin the

Windows operating system, CSM application, and SQL database

¢ Opportunity cxists to enhance the design and operaung effectuveness of ternal controls
relating to performing user access reviews to confirm that the operating systerm and
applicattons have appropriate access for all users We recommend that management review
applications and network users’ account listings, to ensure that generic or group 1Ds do not
cust, active accounts for ternunated employees have been disabled or removed, and

administrative access 18 granted to only necessary and appropriate personncl

e We noted that terminated users are not disabled m a umely manner The temmunauon
process 15 a manual process at this ume, and efficiency between the business side of the
removal process and the IT stde of the process can be enhanced We recommend that
management tmplement an automated process that noufies the IT team immediately of the
terrunagon of a user in order (0 ensure that users are removed from logical and system

access withun 24 hours of termunation

Management’s Response.

¢ Dunng the audit period, NHS unplemented a formal Change Management procedure
utdizing web forms viz an automated workfllow solution, which utibzes Shatepoint. While
the process 1s now formalized for many aspects of IT related activities, we recognize the
need for formal policy and system development 1n regards to working with NHS Business

Units

¢ NHS purchased and implemented a Log Event Management solution in Q4 of fiscal year
2012 Currently, criical Data Center network systems are configured for monitoning and
reports are being reviewed on 2 daiy basts per our internal departmental policy In addition,
several key Windows Systems are 2also logging to this solution at this time By the end of the
24 quarter fiscal year 2013, our plan 15 to have alt Critical Applications/Systems event logs
ngested into thus logging solution, and we will develop policies and procedures for review

and reporting on both a daily and scheduled basis

4



s While informal access reviews are in fact porformed, and in many cases documented 1n the
IT Woik Order and Change Management systems, management recognizes the need to
develop formal policies and procedures i order to more appropuately address this

defliciency, as we also recognize these functions to be IT mdustry best pracuces

o IT management 1s directly involved at the Corporate Committee level in regard to the
development of such an sutomated process  The comumnittee 18 compnsed of members of
HR, Payroll, and IT, and the cffort 15 being teeated as a very high priorty for the cutrent
fiscal year, as the deficiencies, meffectiveness, and potential risk of the current manual

process 15 recogrized at muluple levels within NHS

£k kX A

Management’s response

NHS Human Services, Inc’s written response (o the recommendations identified herein has

not been subjected to our audit procedutes, and accordingly, we express no opinion on 1t

This communicaton 1s intended solely for the information and use of management, those
charged with governance, others within NHS, and applicable federal agencies and pass-through
enitties and 15 not mntended to be and should not be used by anyone other than these specified

patues

Very truly yours,

(;MNV Theewts LLf




