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Grant Thornton 

Report of Indopendent Oertlfled Publlo Aooountanla 

Boatd o f Direc tors 
N I I S Pennsylvftiila 

Audll»Tbx«Aitwliory 
QnintThonitonU.P 
2(X)1 Marhst Streat. Suito 3100 
f>MbKlBl(ihla.m 1910^7080 

T21&561>I200 
F22S.66M096 
WMwCnntntorntoDxon) 

We have audited the a c c o m p a t ^ n g consolidated balance sheets o f N H S Pennsylvania as o f J u n e 30; 
2012 a n d 2 0 1 1 | and the celated consolidated statements of opeta t lons and changes in unrestxlcted n e t 
assets a n d cash flows £ot the yeats then ended. These consol idated flnancial s ta tements ace t h e 
tesponsiblUtjr o f N H S Pennsyhmnia ' s mandgement . O u r responsibility is to express an op i n i on o n 
these consol idated financial s ta tements based on o u r audits. 

Wc conduc ted o u r audits in accordance with auditing atandarda generally accepted In t h e Uni t ed 
States o f Amer ica established by the Amer ican Insti tute o f Ceidf ted Public Accoun tan t s a n d t he 
standards applicable t o financial audits contained In G e m t m t i a Auditing Stanckrdtt i ssued by t h e 
Comptrol lec General o f t h e Un i t ed States. T h o s e standards requi te that w e plan and p e r f o r m t h e 
audits t o obtain reasonable assurance abou t whether die fmancial s tatements a t e free o f mater ial 
miss ta tement A n audit includes considerat ion of hitembl con t ro l over financial report ing a s a b a s b 
for designing audit p rocedures tha t ere appropriate In the circumstances, but n o t for t he p u r p o s e of 
expressing an opinion o n t he effectiveness of N H S Pennsylvania's intemal control over financial 
reporting. Aooordingly, w e express h o such opinion. A n audit also includes examining^ o n a tost 
basis, evidence suppor t ing t he amoun(s and disclosures in t he financial statements, assessing t he 
accountit ig principles u sed a n d significant estimates made by nrtansgement, as well as evaluating t h e 
overall financial s ta tement presentat ion. We believe that o u r audits provide a reasonable basis for 
our opinion. 

In o u r op in ion , t he consol idated financial statements reforred co a b o v e present fiddy, m all mater is l 
respects, t he financial pos i t ion o f N H S Pennsylvania as of J u n e 3 0 , 2 0 1 2 end 2011 , and t h e results of 
its operat ions and changes In unrestricted ne t assets snd its cash flows for d ie yeats t hen ended h 
Gonfomuty with account ing principles generally acoopted in the Un i t ed States o f America. 

In accordance w h h GonrtrmtntAuditlitg StaaAirdtt w e have also Issued our repor t dated N o v e m b e r 9, 
2012 o n o u r consideration o f N H S Pennsylvania's internal cont ro l over financial repor t ing and o n 
o u r tests o f its compl iance wi th certain provisions of laws, regulatlona, contracts, grant agreements 
and o the r mat ters . 11\e p u r p o s e o f that repor t is t o describe the scope of our testing o f Intenial 
control o v e r financial repor t ing a n d oompllanoe and the results o f that testing and hot t o p rov ide an 
opinion o n the effectiveness o f N H S Pennsylvania's Internal con t ro l over finandal repor t ing o r o n 
compliance. Tliat r epor t la a n mtegral par t of an audit per formed in accordance with Govinimint 
AitMifg Statidai4s and shou ld be considered in assessing the results of our audit. 

^ 

OmtllMnleii UP 
U:S.flilRMrfjin«ianntThoinb.irniinifioRi)Ud 



Our audit was conducted for the purpose of forming an opinion on the financial statements o f N H S 
Pennsyhranla as a whole. The Schedule of Expenditures of Federal Awards for the year ended June 
30,2012 required by U.S. Office of Management and Budget Circular A«133, AriiHu cfStat$s, Loot/ 
Gomymtntf, and Non-Profit Oisniis( t̂lotiSt is presented for purposes of additional analysis and 13 no t a 
requited part of the financial statements. The Intellectual Developmental Disabilities Cost Report 
Schedules A - Expense Report and Expense Report Reconciliation for the year ended June 30, il)12 
on pages 28 and 29 is required by the Waiver Direct Service Provider Audh Requirements of the 

•gn Pennsylvania Department of PitbUc Welfare, Office of Devdopmental Programs and Is presented 
^ ^ for putposes of additional analysis mid Is not a required part of tiie financial statements. Such 
y m supptcmontaty information Is the cesponslbili^ of management end was derived from and relates 
^ ^ dLwctiy to the underlying accounting and other records used to prepare the financial statements. Tlie 

information has been subjected to the auditing procedutee applied In the audit of die financial 
statements and certain additional procedures. These additional procedures included comparing and 

j ^ n reconciling the information direct^ to the underlying accounting and other records used to prepare 
the finandat statements, or to the financial statements themselves, and other additional procedures In 

J9W accordance with auditing standards generally accepted in the United States of America eatabltshed by 
die American Institute of Certified Public Accountants. In out opinion, the suppletnentary 

{ ^ Information is fairly stated, in all material respects, in relation to the financial statements as a whole. 

L^ntusf . ih6Amt&^ I M ^ 

im 

^MnJCjhi 

Philadelphia, Pennsylvania 

November 9,2012 
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NHS Pennsylvania 

CONSOLIDATED BALANCE S H E E T S 

June 30, 

1 
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ASSETS 

Current ftssets 
Cash, 
Restricted cash 
Accounts receivable, net 
Prepaid expenses and other current assets 

Total current assets 

Property and equq)ment, net 
Other assets 

Tots l Assets 

LIABIHTIES A N D UNRESTTtlCTBD N E T ASSETS 

Current Uabillties 
$hort>terni borrowings 
Current maturities of long-term debt 
Due to affiliates 
Deferred revenue, current 
Accmed payroll 
Accrued expenses and other current liabilities 

Total current liabilities 

Deferred revenue and other long-term liabilities 
Long'term debt, net of current maturities 

TotfllliabJUties 

Unrestricted net assets 

Total liabilities and unrestricted net assets 

2012 2011 

1 4,885>15 
314,456 

22.420,815 
429,699 

28,050,515 

13,312,534 
863.257 

^ 42.226,306 

% 14.826.702 
1,135.400 

77,327 
531,449 

5,423,262 
5.285.062 

27,279,202 

2,920,745 
2.781,238 

32,981.185 

9.245.121 

$ 42.226.306 

% 33,901 
333,886 

21,851,663 
562.206 

22,781,656 

12/564,060 
762.588 

% 36.208.304 

$ 6,624,204 
168,318 

4,743,335 
618.048 

5,133,017 
4,634.396 

21,921,318 

3,250.941 
3.344.247 

26.516,506 

7.691.798 

1 36.208.304 

The accompflnymg notes are an integral part of these consolidated financial statements. 
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NHS Pennsylvania 

CONSOLIDATED STATEMENTS O F OPERATIONS AND CHANGES IN 
UNRESTRICTED N E T ASSETS 

Yeats ended June 30, 

2012 

31 

m 

Revenues 
Net consumer service revenue 
Other revenue 

Total revenues 

Expenses 
Salaries 
Employee benefits 
Purchased services 
Occupancy 
Insurance 
Supplies and otiiev 
Provision for bad ddbts 
Depreciation and atnortt%ation 
Interest 

Total expenses 

Excess of revenues over expenses 

Unrestricted net assets, beginning of year 
Net asset deficiency acquired via merger (Note J) 

Unrestricted net assets, end of year 

$164,604,450 
575.527 

165,179,977 

79,562.509 
19,566.654 
15,802,018 
9,041.311 
2,080,622 

30,754,824 
5,167.305 
1,418,693 

232.718 

163.626,654 

1,553,323 

7.691,798 

2011 

Tht accompanying notes are an integral part of these consolidated financial statements. 
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5160,976,728 
903364 

161,880,092 

78,980,452 
18,688,888 
15,135»27a 
8,565.461 
1.855,912 

32,159.727 
1.895,160 
1,685,627 

207.989 

159.174.494 

2,705,598 

11,756,728 
. (6.770i528i 

% 9J2ASA2X % 7.691.798 
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NHS Pennsylvania 

GONBOLIOATBD STATEMENTS O F CASH PLOWS 

Yeats ended June 30, 

2012 2011 

1 ^ 

Ur 

r 

Operating activities 
Change in unceitticted net assets 
Ad)ustmeiits to reconcile change in unrestricted net assets 

to net cash (used in) provided by operating activities 
Depredation and amortisation 
provision fot bad debts 
ChangjBS In operating assets and liabilities 

Change In rostdcted cash 
Accounts receivable 
Prepaid expenses and other current assets 
Other Rssett 
Due to afiiUfttes 
Pefoned nveuue, current 
Accrued payroll 
Accrued expenses and other current liabilities 
Deferred revenue and other jong-teim liabilities 

Net cash (used In) provided by operating activities 

Investing ocdvhies 
Porchflse of property and equliunsnt 

Net cflsh used in Investing activltlos 

Plnandng activities 
Net proceeds (payments on) 8hot^term borfowings 
Ptpcecda from issuance of long'term debt 
Pdncipal payments on long-term dobt 

Net cash provided by (used in) financing activities 

Net increase In cash 

Cash, beginning of year 

Cash, end ofycsr 

Supplsmentalcash flowinformatbn 
Interest p&l<) 

Increase In mortgage payable fot the purchase of property 

Tlie accompSDying notes ate an integral part of tiiese conaolldated finandal statements. 

7 

8 1.553,323 % 2.705.598 

1,418,693 
5,167,305 

19,430 
(5,736,457) 

132.507 
(104.182) 

(4,594,076) 
(86,599) 
290.245 
650,666 
(330.196) 

1,685.627 
1,895.160 

(134.687) 
^,781.00^ 

328,325 
(42,826) 

(195,280) 
69.972 

779.048 
(175.4885 
19.829 

(1.619.341) 

0.135^586) 

(2,135.586) 

8^202.498 
584^931 

aeo.858) 

8.606.571 

4351.644 

33.901 

% 4385,545 

4,154.276 

fl.986,69a 

(1.986.692) 

(2,005^34) 

(158.068) 

(2.163.402) 

4.182 

29.719 
•••• • < — < • « 

% 33.901 

g 259.332 8 205.553 

% 584,931 % 627.750 
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NHS Pennsylvania 

N O T E S T O CONSOLIDATED FINANCIAL STATEMENTS 

June 30.2012and 2011 

NOTE A - ORGANIZATION 

NHS Pennsylvania is a not-for-profit 501(c)(3), tax-exempt ovgimlzation incorporated in the Commonwealth of 
FCnneytvanla. 

NHS Pennsyhranla is tiie sole corporate member of NI-IS Stovens Center, which is tiie parent of Stevens Housing 
Corporation. NHS Pennsylvania and its subsidiaries provide compoehenslva community mental health and 
inCdiectual dovcbpmcntal disabilities services, consisting of crisis outpatient, partial hospitalization, consulting and 
education. NHS Pennsylvania also provides residential, aftercare, foster caie and case management services to 

r residents of central and western Pennsylvania, Louisiana and New York. 

Effective July 1,2010, the assets, liabilities, net asset deficiency and operation^ of two related parties, Edgewater 
Psychiatric Center (Bdgewater) and Northwestern Human Services of Susquehanna Valley (NHS Susquehanna 
Valley), were merged into NHS Pennsytvenla (Note J). Both Edgewater and NHS Susquehanna Valley provided 

* sendees similar to those provided by NHS Pennsylvania, 

NHS Hiiman Services, Inc. (NHS) is the sole corporate member of NHS Pennsylvania. NHS Is a not-for-profit, 
^ ' tax-exempt corporfition that serves as the parent orgaoliiation of Its fot^rofit and not-for-profit organizations, 

which are committed to delivering, and supporting the delivery of. mental health. Intellectaat developmemal 
diaabilitiei, drug and alcohol, juvenile justice and other healtii and human services to the residents of Peni\sylvan(a, 
Louisiana, New York, New Jersey, Maryland, Delaware and Virginia. 

NOTE B - SIGNIFICANT ACCOUNTING POLICIES 

1, ffyififlofPresenttition 

The consolidated financial statements of NHS Pennsyhranla are prepared and presented In accordance witii 
accounting principles generally accepted in the United States of America for health care organisations. The 
consolidated finandnl statements indude tiie accounts of NHS Pennsylvania and Its subsidiary. All aignlficsnt 
intercompany accounts and transactions have been eliminated in consolidation, 

Z rftf>|i and Restricted Cash 

NHS Pennsyhranla participates in a consolidated cash management account wldi other NHS ftifiiiatcs. AU cash 
receipts are directed to lock boxes associated witii tiie shortrterm borrowings (Note G) prior to being transferred 
to the consolidated account. Restriaed cash r^resents client funds held by N I & Pennsyhfanta. 

(Continued) 
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m NHS Pennsylvania 

NOTES T O CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED 

June 30; 2012 and 2011 

NOTE B - SIGNIFICANT ACCOUNTING POUCIES - Continued 

3. UfiogCBtiiinatgg 

^ ^ In ptepBting the consolidated fmancial statements in conformity with accounting principles generally accepted in 
ap die United States of America, mani^ment is required to make estimates and assumptions that affect the reported 

amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the consolidated 
finaticial statements and die reported amounts of revenues and expenses during tiie reporting period. T h e most 
slgnlflctfnt management estimates and assumptions relate to the determination of the allowance for doubtful 

g M accounts for receivables, allocation of administrative expenses, assumptions used to determine liabilities for self-
insured employee benefit plans and the useful lives of fixed assets. Acmal results could differ from those 

M B estimates. 

f ^ ^ 4. Nfî  Q^ngumer Service Revenue and Accounte Recelvftbla 

H ^ NHS Pennsytvanla receives lis funding through contracts wtth states, various cities and counties, federal ptograms, 
and agreements with managed care and Insurance organbsations. These contracts generally fall Into two cfttegotiesi 
cost reimbursement and fee-for-service. 

Net consumer service revenue and accounts receivable are reported at the estimated net realixable amounts from 
^ ^ consumets, tiilrd-party payors, and others for services rendered, Including estimated retroactive settlements under 
rflO reimbursement agreements with thlrd'pacty payors. Payment arrangements indude prospectively determined fe^* 

fbf-servlce rates. The ultimate determination of amounts refanbursable under cost reimbursement contcacts is 
based upcn allowable costs to be reported to and audited by grantors and/or theU* agents. 

|>4u XAWS and regulations goveming these progran\3 are complex and sub|ect to interpretation. NHS Pennsylvania 
; bellevea tiiat it is in compliance witii all applicable laws and regulations. Compliance with such laws and regulations 
H K can be subject to future regulatory review and interpretation. 

3 i 5. Ann̂ »flncfl for Doubtful Accounts 

The alloipance for doubtful accounts is maintained to absorb losses In NHS Pennsyhranla's accounts receivable. 
NHS Pennsylvania conthiually monitors accounts receivable for collectabiUty Issues. An allowance for doubtful 
accounts Is based upon management's Judgment and is establiihed based on a review of the types of individual 
accountsi, prior collection history, the nature of tiio service provided and other pertinent fiictors. Accounts deemed 
uncollectible are chatged to the allowance. The aUowance for doubtful occounts was approximatdy $3,624,000 and 
92,237,000 at June 30,2012 and 2011, respectively. 

m 

(Continued) 
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NHS Pennsyhronia 

NOTES T O C O N 8 0 U D A T E D FINANCIAL STATEMENTS - CONTINUED 

June 30,2012 and 2011 

N O T E B - SI^MIPICANT ACCOUNTING P O L i a E S - Continued 

6. gqcned but Unbilled A^aMunte Recehyahle 

NHS Pennsyhranla is reimbursed by funding ag^des for expenses in program-funded operations. Certain 
expenses are accrued for finandal reporting purposes, but are not billed as program expenditures until paid. To 
properly match revenue and expenses, NHS Pennsylvania records an eamed but unbilled accounte receivable for 

^ ' this accrual, and die related liability la Itiduded In accrued expenses, At June 30, 2012 and 2011, earned but 
unbilled accounts receivable of $214,472 and $292,701, respectively* are Induded in other current assets on die 

f ' consolidated balance sheets and are attributable to accrued vacation expenses. 

*. . 

^ : 

7. PrnpcttyflndBflHipmont 

Property ond equipment are recorded at cost Depredation has been provided by the stralgh^line method over the 
estimated useful lives of the related assets as follows: 

_ Buildings and buHdhig improvements 10-30 years 
^ m Equipment furniture and automobiles 3 - 1 5 yeats 

8. nflfiRtred Revenue 

Portions of grant awards ace utilised to purchase property and equipment. NHS Pennsyhranla has deferred tite 
recognition of grant revenue rdated to these acquisitions until the equipment Is depredated to properly match 
grant revenue and depredation expense. l U s deferral is recorded as deferred revenue. Sudi property acquired is 
considered to be owned by NHS Pennsylvania while used In die program for whidi It was purchased or in otiier 
future autiiotiited programs; however, the funding agendea maintain a reversionary interest in the property. Its 
disposition, as well as the ownership of any proceeds therefrom, is subject to govemment regulations. 

9, Income Tuxcfl 

A tax position Is recognfeed or dereoognlked by NHS Pennsylvania based on a "more likdy than not" threshold. 
This applies to positions taken or expected to be taken in a tax return NHS Pennsylvania does not believe its 
consolidated finandal statements indude any material uncertain tax positions. 

10. fieyentiy Adopted Accounting Pronounoement 

In August 2010, the Finandal Accounting Stondards Board (FASB) issued guidance to reduce the dhrcrsity In 
practice rdated to the accounting by healtii care entities for medical malpractice and similar liabilities, and their 
related expected insurance recoveries. Hie new guidance requires that Insurance doims habiUties be detemdned 
without consideration of any expected insurance recoveries, consistent with practice in otiier industries. The 
guidance also darifies that health care entities should no longer net expected insurance recoveries agplnst tiie 
Klated claims liabilities. The malpractice liability giudance is e^c t ive for fiscal yean, and interim periods witiiin 
tiiose years, beginning after December 15, 2010. Retrospective and early application is also permitted. Ihe 
adoption of this guidance did not have a material impact on the consolidated finandal statements. 

4W < (Continued) 
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NHS Pennsylvania 

NOTES T O CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED 

June 30,2012 and 2011 

NOTE B - SIGNIFICANT ACCOUNTING POHCIES - Continued 

11. Piindin^ Aftfiounring Vttitirmnc.Pment 

In July 2011, die FASB issued authoritative guidance to provide amendments to the presentation of the statement 
of operations for certain health care entities and enhanced dlsdosure about net patient service revenue and the 
related aUowatice for doubtful accounts. These amendments require certah) health cote entities to present theh: 
provision for bad debts ossodated with patient service revenue as a deduction from patient service revenue (net of 
contractual aOowances and discoums). Iliese amendments also require dlsdosure of patient service revenue (net of 
contractual allowances and discounts) as well as qualitative and quantitathre information about changes In tiie 
aIlow»ncefotr doubtful accounts. Additionally, hcaltii care entities are requited to provide eohanced dlsdosure 
about their poUdes for recognixlng revenue and assessing bad debts. This guidance is effective for fiscal years and 
interim periods within those fiscal years begmning after December 15,2011, with ,earfy adoption pemtitted. H ie 
amendments to the presentation of the provision for bad debts rdated to patient service revenue In the statement 
of operations should be applied retrospcctivdy to all prior penods presented. The disclosures required by die 
antendments in this update should be provided for the period of adoption and subsequent reporting periods. NHS 
Pennsylvania Is evaluating (he Impact of adopting this guidance on its consolidated balance sheets and results of 
operations. 

NOTB C - NET CONSUMER SERVICE REVENUE 

Conoenttatlons of revenues are as follows for the yeats ended June 30: 

Managed care organissations 
Medical Assistance 
County contracts 

Net accounts receivable consisted of the following atjuiie 30: 

County 
Managed care oiganl&ations 
Medical Assistance 
Other titird patties 

NOTE D - PENSION PLAN 

2012. • 

42% 
24% 
23% 

MU 

9 5,943,530 
9,362,743 
4,437,282 

42% 
24% 
26% 

2Q1L 

$ 8.197,280 
7,223,374 
3,422,466 

%,smm mm^m 

NHS has a 403(b) plan for substantially nil employees of NHS and certain affiliates, Indudhig NHS Pennsylvania. 
Vesting in the plan is immediate. Employee contributions to the plan are folly matched up to 4.5% of tiie 
employees' salary. The plan also provides for an additional match of 5% of employee contributians for employees 
witii at least 5 yeats of service, and 10% of employee contributions for employees witii at least 10 years of service. 

Employer contributions for the yeats endedjune 30.2012 and 2011 were $856,281 and $866,582, respectivdy, 

11 
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NI'IS PennsylvnniA 

NOTES T O CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED 

June 30,2012 and 2011 

' J 

- V . 

m 
m 

NOTE E - PROPERTY AND EQUIPMENT 

Property and equipment and rdated accumulated depredation consisted of the foUowing at June 30: 

2Q12 .2011 

X ând and hnprovements 
Building and building Improvements 
Furniture, equipment end automobiles 
Total property and equipment 
Less accumulated depreciation 

Property and equipment, net 

$ 764,767 
15,990,515 
6.735,474 

23.490,756 

$ 757,387 
14,223^)51 

6,374,732 
21,355,170 

« Vq.?ti2.!i^ $^224giaiS8 

Depreciation expense i^dated to the property and equipment was $1,487,112 and $1,488,292 for the years ended 
June 30,2012 and 2011, respectivdy. 

NOTE F - RELATED PARTY TOANSACTIONS 

NHS Pennsylvania is one of a group of affiliated organizations related by way of common ownerahtp and/or 
membership. NHS is the sole corporate member or patent company of each of tite affiliated orgatUzations. NHS 
Pennsylvania has significant transactions wlUi members of the affiliated group for administrative and Bupporc 
service6,*and facility and equipment rentals. Repayment and receipt of amounts due to or fkom affiliated 
orgflnieations is expected when cash is available. Tlie Board of Directors authorized NHS, at the discretion of 
management, to charge a management fee to all non-profit subsidiaries of which It Is die sole corporate member, in 
an amount not to exceed net Income for tiie fiscal year. Hie amount due to affiliated organbdtions was $77,327 
and $4,743,335 as of June 30,2012 and 2011. respectively. Depreciation and amortisation of assets held by one 
rdated party but used by others Is diatgcd based on xisage of the respective assets. For the year ended June 30, 
2012, depreciation «nd amortiention of $71,932 in excess of the amount charged to it was charged from NFIS 
Pennsylvania to NHS end other affiliated organizations. 

For the yeats ended June 30, 2012 and 2011, NHS Penusyhrania Incurred the following expenses with related 
parties: 

mz^ j m i 
Adnunlsttatioii and support services 
Management foe 
Depredation and amortization 
PacUity, equipment and auto rentals 

$ 17,212.707 $16,334,902 
3,200,000 . 5.000,000 

(71,932) 63,994 
EZ£m ,705,531 

Interest expense lebted to the outstanding short-term borrowings is charged to the affiliated orgsnlzadons in 
accordance with the NHS cost allocation plan. 

12 
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NHS Pennsylvania 

NOTES T O C 0 N 8 O U D A T E D FINANCIAL STATEMENTS - CONTINUED 

June 30,2012 and 2011 

NOTE G - SHORT-TERM BORROWINGS 

NHS Pennsylvania has a revolving credit loan with maximum borrowing to $15,000/100. A previous loan expired 
in Pebruftty 2012 and was refinanced with a different finandal instimtion. Under the tefinanced loan, interest Is 
payable montiily at the one-month UBOR rate plus 3.25% (effective rate of 3.50% at June 30, 2012). The ban 
expires in February 2015. The outstanding bdance of this ban was $14,826,702 at June 30, 2012. Under die 
previous loan. Interest was payable month^ at tiie annual LIBOR rate plus 4.00%, \dtii an interest rate fbor of 
6.75% (effective rate of 6.73% at June 30,2011). The outstanding balance of tiie previous loan was $6,624,204 at 
June 30,2011. This line ofcreditfiiclUty is secured by all assets ofNHS Pennsylvania, OS was tiie previous fRcility. 

NOTB H - LONG-TERM DEBT 

Long-term debt consisted of the following at June 30; 

• 2012 •• 2011 

Mori89gM And notes payable $ 3,916,638 $ 3,512.565 
Less current mamdties (1.135.400) ^6fl.̂ 1ff^ 

g 2.7R1.23fl 1 ^ ? ^ , ? ^ 

NHS Pennsylvania obtained finandng through varbus mortgage agreements to purchase residential properdes 
Each note is secured by the underlying property. Principal and interest payments ere made in monthly instaUments 
throughout tiie terras of die mortgages (5 - 20 yean). Interest rates on the mortgages are based on both fixed and 
variable rates ranging from 4.50% to 8.63%. 

^^^ At June 30,2012 and 2011. NHS end tiie Stevens Center have a secured note payable outstandbig in the amount of 
- H $370,000 And $430,000, respectivdy. The note bears interest at the Wall Street Prime Rate phis 0*50% (effective 
. . ^ rate of 3.75% at June 30,2012 and 2011). Prindpal payments In the amount of $5,000 ate due monthly. This note 
' V expires in July 2018. 

¥\mr% Frifldpal PgymentB 

Future maturities of prindpal payments on lon^totm debt, for the next five years, titt as follows; 

Yftflf«idlnffTu«B3Q: 

2013 $1,135,400 
2014 937,527 
2015 392,897 

. 2016 745,876 
' 2017 450,742 

(Continued) ba 
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NHS Pennsylvania 

NOTES T O CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED 

June 30,2012 and 2011 

NOTE H - LONG-TERM DEBT - Continued 

Hie debt agreements require NHS Pennsyhranla to comply with certain terms, covenants, ptovlslona and 
conditions, indiiding. but not limited to. Umitations on addltbnal indebtedness and satisfaction of certain measures 
of finnncial performance. NHS Pennsyhranla was In compliance witii all financial covenants as of June 30, 2012 
and 2011. 

The estimated foir vobe of long-term debt, based on quoted marltet prices for the same or similar issues, 
approximates its carrying vahse at June 30,2012 and 2011, 

N O T E I - COMMITMENTS AND 0ONTINGm>ICIES 

1. ]r<ftnffflP !̂"»Tltmenta 

* NHS Pennsyhranla has entered into leose agreements for real estate, vehides and equipment with various vendors. 
NHS Penn^vanla also enters into formal leases with affiliates. Vaiious leases, botii witii vendors and affiliates, 
ate renewed on a yeai^to-year bads, and are thus cxduded finm the future minimum rental payments in the 
following table 

The foUowhig is a schedule of future minimum lease payments fSor operating leases with noncancellable lease terms 
in excess of one year: 

Yfinr finding Juno Mi 

2013 $ 2,574,902 
^ 1 4 2,061,284 
2015 1,571,322 
2016 1,176,215 
2017 582,669 
Thereailei- 600>624 

-̂  ^ « 8S67i)lfi 

Rental expense fot tiie yeai-s ended June 30,2012 and 2011 totaled $7,111.005 and $6^496,003. respectivdy. 

2. PfflfaP*"**'*' tlflbiUty Itisumnce 

NHS Pennsylvania molntdns professional liability insurance coverage of $5,000,000 per occurrence up to va 
annual aggregate of $5,000,000. The cost of professional liability insurance amounted to $1,060,932 and $852,689 
b 2012 and 2011» respectivdy. 

(Continued) 
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NHS Pennsyhranla 

N O T E S T O C O N S O L I D A T E D F I N A N C I A L S T A T E M E N T S - C O N T I N U E D 

June 30,2012 and 2011 

N O T E I - OOMMTTMENTS A N D C O N n N G E N O E S - Continued 

There are known inddents occurring tiirough June 30,2012 that may result b tiie assertbn of daims against N H S 
Pennsyhrsnia, and other dalms may be asserted arising from ser^dces provided to consumets b d i e past. In 
management's opmion, N H S Pennsylvania has adequate insurance coverage wltii respect to each of tiieae inddents 
and does not believe tiiat ultimate resolution of such claims would material^ i n t a c t the accompanying 
consolidated balance sheet. 

3. ficif-Itifturcd E m p l ^ f t Bttnfrflt Plann 

NHS piYtvldes visbn, dental, prescription, imemployment and workers' compensatbn coverage on a aelf-insurcd 
bftds to substantially all employees of NHS. 

Management has established premiums for the self-fonded plans based upon the combltied daims history of all 
plan members. Additional^, N H S maintains a rebsutance policy for workers* compensation daims that exceed 
spedfied deductibles on an individual and aggregate bads. 

DUB to the complexities end uncertainties bvolved in the actuarial evabatbns, acmal results oould vary 
significantly fhim tiie estimated projections. 

4. Litigation 

NHS Pennsylvania is fimn time to time subject to routine btigation Incidental to its business. Management and Its 
oountd believe tiiat Insurance policies ore suffident to cover potential settiements and that any pending litigation 
will not have a material^ adverse effect on N H S Pennsylvania's consolidated balance sheets. 

N O T E J - M E R G E R 

Effective July 1, 2010, the assets. liabilities, ne t asset deficiency and operations of Edgewatcr and NHS 
Susquehanna Valley were merged b t o NHS Pennsylvania 

The following table summarizes the assets, liabilities and net asset defidency merged b t o NHS Pennsylvania on 
the date of tiie merger; 

NHS 
Susquehanna 

JBdgBWfltBfc. Vfllley JjQfiaL 

Current assets 
Property and equipment, net 
Other assets 

Total assets 

$ 510,805 8 646.914 $ 1.157,719 
696,699 343,750 1.040,449 

(Continue<9 
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NHS Pennsylvania 

NOTES T O CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED 

June 30,2012 and 2011 

NOTE J -MERGER- Condnued 

NHS 
Susquehanna 

Valley JCfitaL 

Current liabQides 
Deferred revenue long-term 
Net asset defidency 

Total liabilities and net aasct defidency 

NOTE K ' FUNCTIONAL EXPENSES 

7.644.046 $ 
310.131 

967,624 
66.782 

43Ufia) 

8,611,670 
376,913 

tf,77Q,5M) 

$ imAf̂ z » i « . w t^^^gmm 

NHS Pennsylvania la committed to deUvering, or supporting die ddivety of. behavioral health and intellectual 
devdopmonlal disabilities to residents witiiin Its geographic location. Expenses related to providing these services 
ate as foUows: 

M2. .2QU. 

Behavioral health 
Intellectual dovdopmental disabilities 

General and adntinistrathre expenses 
Indirect costs 
Management fee 

Totd expenses 

NOTB L - SUBSEQUENT EVENTS 

$101,707,950 $ 95.137,078 
40,724,405 40,040,359 

17,994,299 
amoQO 

18,997,057 
5.onn,Qnp 

% } ^ M M $159.174.494 

NHS Pennsyhranla ovabated its June 30, 2012 consolidated finandal statements for subsequent events through 
November 9,2012. NHS Pennsylvania Is not awate of any subsequent events which would require recognition or 
dlsdosure in die consolidated finandal etatemente. 
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NHS Pennsyhranla 

NOTES T O SCHEDULE O F EXPENDITURES O F FEDERAL AWARDS 

Year ended June 30,2012 

NOTE A - BASIS OP PRESENTATION 

The accompanying Schedule of Expenditures of Federal Awards Indudes the gnnt expenditutes of NHS 
Pennsylvania and is presented on tiie accrual basis of accounting. The information in this schedule is presented in 
accordance with tiic requirements of OMB Circular A-133, Andiir ofSiattt, L m t Govsmmmtft and NofhPwJit 
Of;gfitds(jtti$m 

NOTB B - PENNSYLVANIA CONFIRMATION 

The audit confirmation received from die Commonwealth of Pennsyhranhi, Department of PubUc Welfare 
contahted Medical Assistance payment history for the period July 1» 2011 t h r o u ^ June 30.2012. These payments 
represented oil payments made through the Provider Rdmbursement and Opdrations Management Information 
Systems (PROMISe). This payment history contained payments for expenditures for botii the period ended June 
30,2012 as well as June 30,2011> The Schedule of Expenditures of Federal Awards contains only the expenditures 

' relftted to the petiod endedjune 30,2012. 

' J 

i - - ^ 

a 19 



GrantThornton 

m 
m 
m\ 
^ 1 Audit • IDx • Advisory 
' ^ ' QrantTttoinlonUP 

2001 Maitai Stnst Sulto 3100 
W Roport off Indepfitident CortHlod Publlo Aocountants on Ptmmt, m 19103-7080 

Internal Control Ovor Financial Reporting and on ^ l ^ ^ ' ^ ^ ' ^ 
m Oompllanca and Other Mattera SSSSSoo^m 

B o a r d o f Direc tors 
N H S Pennsylvania 

^ * W e have audi ted tiie consol idated financial s ta tements o f N l i S Peniiayhrania, aa o f a n d for t h e year 
;«i| endedjune 30,2012, and have Issued our report thereon dated November 9,2012. We conducted 
'* ' ' our audit in accordance wltii auditing standards generally accepted in the United States of America 
HWjt established by t h e A m e r i c a n Ins t i tu te o f Certified Pub l i c Accoun tan t s a n d tiie s tandards app l i cab le to 
*^* finandal audits con ta ined in Go»tmm9nt9l Auditing Sta/tdantft issued by the Comptrol ler O e n e r a l o f the 
a n United States. 

TtttPmftI r^nffol Qvfti- Wnaftclnl Reprwrfng 

« In planning and performing our audit, we conddered NHS Pennsyhranla's internal control over 
finandal reporting as a basis for dedgiiing our audlthig procedures for the purpose of expressing an 

M opbiloLi on the consolidated fitumdol etatetnents, but not fot the purpose of expressing au opinion 
on the effectiveness of NHS Pennsylvania's Internal control over finandal reporting Accordingly, 

!m we express no auch opinion. 

^ A deficiency In intemal control oyer finandal reporting exists when tiie desigp or operation of a 
control does not allow management or employees. In the normal course of performing their atfalgned 

I D functions, to prevent, or detect and correct misstatements on a timdy basts. A materlat weaknees is a 
defidency, or a combltiation of deficiencies, In hitemal control over finandal repordng, such that 

3 1 there Is a reasonable poadblUty that A materid misstatement of the entity's consolidated finandd 
statements will not be pxeventsd, or detected and corrected on a timdy basis. A significant 

V defidency is a deficiency, or a combhiation of defidendos, in intemd control over fblanctal 
reporting that is less severe than a material weakness, yet important enough to medt attention by 

• B those charged witii governance. 

9 1 Our consideration of Intemal control was for the limited purpose described above and would not 
necessarily identify all defidendes In internal conttOl that might be significant defidendes or nwterial 

9 1 weaknesses In NHS Pennsyhranla's internal control over finandal ceportitig. We did not identify any 
^ defidendes in NHS Pennsylvania's bitemal control over finandd reporting that we consider to be 
W materid weaknesses, as defined above. 

20 
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Compliance flnd.Qthci Mattwa 

As paLt of obtaitting reasonable assurance about whethei- NHS Pennsylvania's consolidated finandal 
statements ate free of materid tttisstatement. we performed tests of Its compliance wltii certain 
provisions of laws, regulations, contracts and grant agreements, noncompliance witii which could 
have a direct and material effect on the determination of consolidated financial statement amounts. 
However, providing an opinion on compliance with chose provisions was not an objective of our 
audit, and accordingly, we do not express such on opinion. The results of our tests dlsdoaed n o 
instances of noncomphance or other matters tiiat ate required to be reported under Govtntmmt 
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This report is intended solely for the information and use of management, the Board of Directors 
and the applicable federal agencies and pasa-tiitough agendes and is not intended to be and should 
not be used by anyone other than these specified parties. 

/^liMjC^omi^^ ^^^ 

Phdsddphia, Pennsylvania 

November 9,2012 

21 



m 

m 
w 
m 
M 

Ml 
11 

« 

« 

m 
m 
w 
• I 

ai 

» 

m 
w 
m 
m 

O GrantThornton 

AutfRvTSxr Advisory 
OrsniTftomtmUP 
2001 UarkdStisst, SoOoSlOO 

Roport of Independen t Certified Publlo Aceoun tan t e on PhtedeWto. W WIOMOSO 
Oompllanoe wi th Major Programs (OMB Otraular A-133) F S I S I G U ^ 

and on In t ema l Control Over Compl laneo ttiinv.QrMtTharnton«cin 

Officers and Directors 
NHS Pennsylvania 

Compliance 

We have audited the compliance of NHS Pennsylvania with tiie types of compliance requirements 
desaibcd in the US. Offie$ tfldanqg^ment and B u ^ t (OMB) CimbfA-ISS CorspHanst Si^pttmut that 
are applicable to ita major federal programs for tiie year endedjune 30,2012. NHS Pennsyhranla's 
major federal programs ore identified In the summaty of auditor's results section of the 
accompanying Schedule of Findings and Questbncd Costs. Compliance witii the requirements of 
laws, regulations, contracts and grants applicable to its major federal progiratns is the respondbility of 
NHS Pennsylvania's management Our responsibility is to escptees an opinion on NHS 
Pemisylvania's compliance based on our audit. 

We conducted our audit of compliance in accordance with auditing standards general^ accepted iti 
die United States of America established by tiie American Institute of Certified PubUc Accountants; 
die standards applicable to financial audits contained in Govammnt AudlHitg Standant, issued by die 
Comptroller General of die United States; and OMB Circular A-133, Aitditr of Statst, Lotal 
Govmim9Hts, and Noa'Pro/U Orjgfinijptionf* Those standards and OMB Circular A-133 requite that we 
plan and perform the audit to obtdn reasonable assurotice about whether noncompliance with die 
types of compliance requirements referred to above that could have a direct and material effect on a 
major federal progro'n occurred. An audit indudes examining, on a test basis, evidence about NHS 
Pennsylvania's compliance wltii those requirements and performing audi otiier procedures as we 
considered necessaiy in the drcumstances. We believe that our audit provides a reasonable basis for 
our opinion. Our audit does not provide a legal determination of NHS Pennsylvania's compliance 
with ̂ tiiose reqqiroments. 

In our opinion, NHS Pennsylvania complied, in all matedd respects, with the tequbsments referred 
to above that could have a direct and material effect on its major fedei-al prograois for the year ended 
June30,201Z 

Internal Control Over Conylmnca 

The management of NHS Pennsyhrania is responsible for establishing and malntalnbg effective 
Intemal control over compliance with the requirements of laws, regulations, contracts and grants 
applicable to federal programs. In plannUig and performing our audit, we conddered NHS 
Pennsylvania's intemd control over compliance with requirements tiiat could have a direct and 
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material effect on a major federal progiam as a basis for designing audit procedures for tiie purpose 
uf expressing an opmion on compliance, but not for the putposc of expressing en opinion of the 
effectiveness of NHS Pennsyh^nta's intemal control over compliance. Accordingly, we express no 
such opimon. 

A defidency in NHS Pennsylvania's internal control over compliance exists when the design or 
operation of a coiitrol does not allow management or employees, in the normal course of 
performing tbdt assigned fonctions, to prevent or detect noncompliance on a timdy basis with a 
type of compliance requk-ement of a foderal program. A material weakness is a deficiency, or a 
combination of deficiendes. in Intemal control over compliance such that tiiere Is a reasonable 
posdbillty tiiat the materid noncompliance with a type of compliance requirement of a federal 
program will not be prevented, or detected and corrected on a timely basis. 

Our consideration of internal control would not necessarily identify all deficiencies in internal 
control over compharu:e that might be material weaknesses. Ghren tiiese Umitations, during our 
audit wc did not Identify any defidendes In NHS Pennsylvania's intemal control over compliance 
that we condder bo be material weaknesses. However, material weaknesses may exist that were not 
identified. 

This report is Intended for the use of management, the Boatd of Directors and the applicable federd 
agendes and pass-through agendes and is not Intended to be and should not be used by anyone 
other than these spedfied parties. 

/C/UwuC7^i>W^=^ ^^^ 

Philaddphia, Pennsylvania 

December 26.2012 
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NHS Pennsylvania 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

Year endedjune 30,2012 

Section I - Summary of Auditor's Results 

Financial Statements 

T/pe of auditor's report issued* 

Intemal control over finandal reporting: 

• Materinlweaknes8(es) identified? 

• Sigmficant defidency(lcs) identified that are not 
conddered to be material weaknes8(e8)? 

• Noncompliance matcnd to fmancid statements noted? 

Federal Awards 

Intemal control over major programs: 

• Material weakne8s(es) identified? 

• Significant defidency(ie8) identified that are not 
considered to be material weakne8s(es)? 

Type of auditor's report issued on compliance for major programs: 

Any audit findings disdosed that are required to be reported 
in accordance with section 510(a} of Circular A-133? 

Identification of major programs: 

!C;FDANmtm 

93.778 
16.812 

Unqualified 

yes 

yes 

yes 

X no 

J£ none reported 

J£_no 

yes 2 

yes 2 

Unquahfied 

no 

none reported 

yes X no 

Noma qfFJu&mlPm n̂mi erOuftpr 

Medicd Assistance (Medicaid) 
Second Chance Act Prisoner Re-entry Initiative 

Dollar threshold used to distinguish between type A and type B programs. 

Auditee qualified as low-risk auditee? 

$703,798 

yes no 

24 
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NHS Penmylvania 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED 

Year endedjune 30.2012 

Seccbn U • Plnanoial Statement Findings 

No-matters requhied to be reported. 

Section III - Federal Award Findings and Quesdoned Costs 

No matters required to be reported. 
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NHS Pennsylvania 

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

Year endedjune 30,2012 

None noted. 

HI 
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Audit* Tax •A tMso ty 
QrentniomtonllP 
2001 Msikei Sireet, $Dtt9 3100 

Aareed-Upon Procedures Report of Independent Certllied PMaiiQtphto,mi&t03-7080 
Publlo Aceountante on Indirect Cost Allocation T2|6.e6i.4200 

F 215.861.1068 
, ^ , MiBR0r8ntnwntoa.com 

Board of Directors 
N H S Pennsylvania 

Wc have eicamined management's assertion about N H S Pennsytvanta's compliance wi th the 
Commonwcaltii of Pennsylvania, Depar tment of Public Wdfate , Section 4300,94 of the Title 4300 
regulations durmg the year ended june 30.2012. Management la responsible for N H S Pennsylvania^ 
complianco with those requirements. O u t respondbiUty is to express an opinion on management ' s 
assertion about N H S Pennsylvania's compliance based on our examination. 

Our examination was mode in accordance with attestation standards established by the American 
Institute of Certified Public Accountants and, accordingly, Indudcd examining, on a test basis, 
evidence abou t N H S Pennsylvania's compliance with those requirements and performing auch o the r 
procedures as we considered necessary in the drcumstances. We believe that our examination 
provides a reasonable basis for our opinion. O u r examination does not provide a l eg^ determination 
on NHS Pennsyhnmia's compliance with tiie Commonwealth of Pennsylvania. Depar tment of Publ ic 
Wdfore. Section 4300.94 o f tiie Tide 4300 regulations. 

In our opinion. N H S Pennsylvania complied. In all material respects, with the aforementioned 
requirements for tiie year e n d e d j u n e 30,2012. t 

This report Is Intended for the information of the Board of Directors, management of N H S 
Pennsylvania, and applicable federal agendes and pass-through agendes and Is no t intended t o be 
and should no t be used by anyone other than these spedfied patties. 

f<N>nJciho^y^'^*^ ^^^ 

Philaddphia. Pennsylvania 

Decembei 2 6 . 2 0 1 2 
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NHSPennsylvadft 

INTELLECTUAL DBVBLOPMBNTAL DI8A9ILITIBS COST RBPORT 
SCHEDULE A - BXPBNSB REPORT 

Year ended June 30.2012 

Expenses by categpiy 
Progntm direct caro ttaff snlsry/vvagcs (Schedule D) 
Progwn direct care staff BAB (Schedule D) 
Odiet ptogtam staff salaty/wflget (Schedule D.]) 
Otiiftt piDgnm stafTBRB (Schedule D-1) 
Oontnttod staff (Schedule D-2) 
Adtninlitrndve staff saletyAvages ^ e d u l o D - 3 ) 
Adnilnlstiativo staff BRB (Sdieddo D-3) 
Ptognm supplies Schedule F) 
Other vehlde expense (Schedule B-1) 

^ Other ptogtam expense QBohedule P) 
IVftnspoitadon - pattiotpant motor vehicle Schedule E-1) 
IVuispcnlfillon - pattio^nt ^chedde Q 
Other occupancy expensa (Schedule P-1) 
Deptedstion - twUdlngs (Schedule B^ 
Depiedation - fixed assets/equipment (Schcddc B-^ 

Total expenses, exduding residential oceupAU^ 

Contdbuttone/revonue (expense offset (Schedule B) 

Bxpenses. ner of contributiont/eevenue 

Retidenilal occupancy 
Residential uceupitncy ^dicdule J) 

Total expenses 

BxdudedNon-
AUowabte Waiver 

Bxpenies 

» 
• 
-
-
-
• 

• -

14,030 

-

-
• 

• 
-

Bxpenses for 
Waiver 

Partlcipanis 

$ 10,897.391 
3.270.SS3 
3,396.108 
1,037.286 
1,056.315 

322,794 
94,836 
42.233 

5.711,782 

1.116.905 
309,239 

10.062 
13.486 

14.030 

14,030 

^4y030 

25,280,990 

37.274 

23,243.716 

25.2B0.990 

1 
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IMTBLLBGTXJALDSVBLOPMBNTALOTSADIUTIHS COST ttBFORT 
SClKBDULB A - BXPBN8B RBPORT RBCONCIUATION 

Yur ended June3(V 2012 

Schedulfl A Colnom PReccncUltften 

H 

k 
D 

i 

a 

Bxpentcibycfttegoiy 
Ptognm <IlMCt can iMrrtatacy/umftei Schedule D) 
PiQgnm dlrccr ctce •tnirBHE (Schedule D) 
Odiec ptognm tttff lahKyAvasei ^ichcdulb D-t] 
Odtec prognm MaffERB (IBchedule D-1) 
GonriactKl KftTf (^ctiedule D-̂ O 
AdnUniiMKive amff lalaiy/wRgu ^ c d t i l a D-5) 
Admlntiiiatlve trad BRH ^chedutt D - ^ 
Prognim luppOet OSclMdule P) 
Olhec v i U ^ eapente (S^icdols 6*1) 
Oihec pfOgnm expcnts ^diedulo P) 
Tnnapofuubn • panlelpKnt motoi velilde (Sdieduto IM) 
'JVnospomilon - p a t i l c ^ t ^cliedule Q 
Olher oecqpan^ expenn ^cbcdule F-1) 
D^nttintlon • bulltflnf^ ^cbcdalo B) 
DepMchlbn - flxed aaiela/cquipment ^ h e d u b B-S) 

'J'oiil wpentei, ordudlitg fcsidentiil oocupmey 

Contclbutioni/rcvcntie (enpenaa offte^ ^clifldnls B) 

I ^ e n s o , net of eoAidbudona/tev«nue 

RuUcndnl ooctqwie; 
Reildendil occupancy Schedule J) 

Total eipcnses 

Total revenue • wtivtt LOB 

Audit 

Dxpenses fot 
VOUver 

Pa<tldfran(e 

10,897.39! 
3,270.533 
3.396,108 
1.^97,286 
1,058,315 

322.194 
94,836 
4 2 ^ 

3.111.762 

1.116,905 
309.239 

10.062 
13.486 

25,280.990 

2121 
25,243,716 

Cost Report 

Bscpemoi for 
Watnt 

PaTltdp)|ntt 

10,897.391 
3,270,5S3 
8.306.103 
L;037.2B(t 
1^58,315 

332.794 
94.856 
42.333 

3,711,782 

1,116.903 
309.339 

10y062 
13/186 

35.280,990 

37.g74 

35,243.716 

OlfrefencefA) 

Bxpensei for 
Walvet 

PHtddpnnti 

3 25.280.990 8 25,280.990 ^ 

SctteAib B Colomft B RccondUtilon 

Audit Coit ftepoM OlffecBnce 

I 212LSi ! ar22i»8 I 
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Report of Independent Certified Public Accountants on 
Supplemental Information 

Audit« Tax • Advisory 
Grant'Riomlon LLP 
2001 Market Street, Suile 3100 
Philadelphia, ffit 19103-7080 
T 215.561 4200 
F 215 5611066 
www Qr&ntTbomton.com 

B o a r d o f D i r ec to r s 
N H S PcnnsylvAiiia 

Our audit was conducicd for the purpose of forming an opmion on tiie basic consolidated financial 
statements talu:n as a whole of NHS Pennsylvania as of and for the year ended June 30, 2012, which 
are presented in the preceding secuon of this report The following supplemental information for 
the year ended June 3D, 2012 is presented for purposes of additional analysis and is not a rcquu-ed 
part of Ihe basic consolidated financial statements. Such infonnaaon has not been subjected to the 
auditing procedures applied in the audit of the basic consolidated financial statements, and 
accordingly, we express no opinion on it 

/C/io^tT^Wn/'!^ i-̂ f̂  

Philadelphia, Pennsylvania 

December 26, 2012 

QtitAtttomofttjlP 
U S. member km ol QMH IhortHoa tictWiiM'- ltd 



REVENUE 
LOUISIANA CLINICAL SERVICES 
OTHER 

TOTAL REVENUE 

DIRECr PERSONNEL SERVICES 
PERSONAL SERVICES 
RELATED BENEFTTS 
PROFESSIONAL SERVICES 

TOTAL DIRECT PERSONNEL SERVICES 

OPERATING EXPENSES 
OPERATING SERVrCES 
SUPPLIES 
TllAVEL 
CAPITAL ASSETS 

TOTAL OPERATING EXPENSES 

OTHER EXPENSES 
OTHER 
ADMINISIRATIVE 

TOTAL OTHER EXPENSES 

TOTAL EXPENSES 

DUE TO COUNTVr / (UNREIMBURSED COSI) 

NHSl 
Lomstana Clisaol S e n i n s 

Sdtednle of lodividusl PEogysm RevcDues and Expenses 
For the year ended June 30,2012 

MHSDACT 
2/29/2012 

789.855 

789.855 

639.799 

75,815 

MHSDFACT 
2/29/2012 

f 854,416 

854,416 

CAHSDFACT 
3/31/2012 

3 !.a84;208 

1,084,208 

Regiaai7ACr BiegMm7ZCM Total 
2/29/^012 6/30/2012 

t 567.764 $ 283.904 5 3.5801147 

701,421 

72,629 

567,764 

836,193 442.841 

131.851 

% 

2AJ1 
92.136 

94,573 

810.187 

Ca332i s 

2,692 
107483 

110,275 

884325 

a9S0Sfi ? 

134,164 

134,164 

1.102.208 

a8.oocn 

64.092 

853SS 

85.355 

592.288 

283,904 

193.052 

60,430 

. £ 4 ^ 

3JS80,147 

483.610 

104.239 
51.950 

394312 

91,186 

215,923 

640,692 

117,792 
77.709 

312,486 

65,907 

64.448 

152,179 

34>13 

6330 

1.983,279 

413,667 

416360 

2,&U306 

43338 
2,776 

29,703 

-

40.380 
3.680 

28^069 

-

91323 
1390 

38,938 

-

31,085 
2^608 

29311 
888 

31.925 
592 

27,813 
100 

238351 
n,24« 

154,032 
988 

404,817 

$ 

45376 

45376 

299.058 

a5.l54) % 

5.129 
464,814 

469.943 

3.488.066 

007,919) 



N H S P«on5^vanu 
T jmici^wia fi?»A>ftl gUmei>q 

Schedule of Units of Service 
For fiscal year endedjune 30.2012 

p r t ^ a n i &2&J28S IS^JQQB 22^-J>jty5 Total 

MHSD - ACT (3/1/2012 . 6/30/2012} 
MHSD ' FACT ( 3 / l / a » 2 • 6/30/281Q 
CAHSD - FACT («/l/20f2 - «/30/20l2) 
Regioii 4 - ACT (5/1/2012 - 6/30/201:^ 
Regjoa 5 - ACT (^/UZOZ - 6/30/2D12) 
Regldo 6 - ACT 0 / U 2 O a - 6/30/2013) 

17 . ACT (5/1/2012 - 6/30/2013^ 

36 
60 
0 
6 
18 
8 

42 

36 
64 
0 
6 

20 
15 
45 

TOTAL m 186 
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Report of Independent Certified Public Accountants on 
Supplemental Information 

Audit • Tax • Advisory 

Grant Thornton LLP 
2001 Marl^ Street. Suite 3100 
Philadelphia, M 19103-7080 

1215 5614200 
F 215 5611066 
www GrantThornton com 

Board of Directors 
NHS Pennsylvania 

Our audit was conducted for the purpose of forming an opinion on the basic consolidated financial 
statements taken as a whole of NHS Pennsylvania as of and for the year endedjune 30, 2012, which 
are presented in the preceding secoon of this report The following supplemental informaaon for 
the year ended June 30, 2012 is presented for purposes of addauonal analysis and is not a required 
part of the basic consolidated financial statements Such informaaon has not been subjected to the 
auditing procedures applied in the audit of the basic consolidated financial statements, and 
accordingly, we express no opinion on it 

i^ /UWuC ^ i K A / ^ ' ^ LLP 

Philadelphia, Pennsylvania 

December 26, 2012 

Grtnt Ttioritton LLP 
US merrber Ivm of Grarl ThorntonInterruLonalLid 



NHS Pennsyiviuua 
Louisiana Office of Bdutviocal Health 

Schedule of Individual Piogcam Kevecues and Expenses 
For die year endedjune 30,2012 

REVENUE 
CBH LOUISIANA 
OTHER 

Region 4 ACT 
4/30/2012 

E 721.955 

Region 5 ACT 
4/30/2012 

t 505,677 

Region 5 ICM 
6/30/2012 

t 470.137 

Region 6 ACT 
4/30/2012 

711,544 % 

Total 

2.409.313 

TOTAL REVENUE 721,955 505.677 470.137 711>W 2,409.313 

DIRECT PERSONNEL SERVICES 
PERSONAL SERVICES 
RELATED BENEFITS 
PROFESSIONAL SERVICES 

368.763 

89.430 

89.461 

247.691 

55.235 

82.325 

267.800 

71.313 

6.408 

279.129 

53.980 

204,839 

1,163.383 

269,958 

383.033 

TOTAL DIRECT PERSONNEL SERVICES 547,654 385.251 345,521 537.948 1.816.374 

OPERATING EXPENSES 
OPERATING SERVICES 
SUPPLIES 
TRAVEL 
CAPITAL ASSETS 

46,095 
4,654 

46.200 

35,011 
3.032 

28.200 

34,177 
3.465 

36,600 

45.144 
4,238 

48,000 

160.427 
15.389 

159.000 

TOTAL OPERATING EXPENSES 96.949 66.243 74,242 97^82 334.816 

OTHER EXPENSES 
ADMINISTRATIVE 89.045 57.592 65.073 82.573 294.283 

TOTAL OTHER EXPENSES 

TOTAL EXPENSES 

89.045 

733.648 

57,592 

509.086 

65.073 

484.836 

82.573 

717.903 

294,283 

2,445,473 

DUE TO COUNTY / (UNREIMBURSED COST) (11,693) $ (3,409) % (14,699) J_^ (6.359) (36,160) 
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GrantThornton 

Audit« Tax • Advisory 

Grant Thornton LLP 
2001 Market Street, Suite 3100 

Report of Independent Certified Public Accountants on PhOadeiphia, PA 19103^7080 

Supplemental Information T 215 56i 4200 
F 215 561 1066 
www GrantThornton com 

Board of Directors 
NHS Pennsylvania 

Our audit was conducted for the purjjose of forming an opinion on the basic consobdated financial 
statements taken as a whole of N H S Pennsylvania as of and for the year endedjune 30, 2012, which 
are presented in the preceding section of this report The following supplemental information for 
the year ended June 30, 2012 is presented for purposes of addiuonal analysis and is not a required 
part of the basic consolidated financial statements Such information has not been subjected to the 
auditing procedures applied m the audit of the basic consobdated financial statements, and 
accordingly, we express no opinion on it 

/^M^'JlonM'^^ l-^^ 

Philadelphia, Pennsylvania 

December 26, 2012 

Grsm Thornton U P 
U S [itember firm of Qrari Thornton Inlcmabonel Ltd 



NHS Fennsylvanu 
Lomsiana Qinical Services 

Schedule of Individu2] Progntm Revenues and Expenses 
For the year endedjune 30, 2012 

REVENUE 
LOUISIANA CLINICAL SERVICES 
OTHER 

TOTAL REVENUE 

DIRECT PERSONNEL SERVICES 
PERSONAL SERVICES 
RELATED BENEFITS 
PROFESSIONAL SERVICES 

MHSDACT 
2/29/2012 

789.855 

MHSDFACT 
2/29/2012 

; 854,416 

CAHSDFACT 
3/31/2012 

I 1.084,208 

Region 7 ACT 
2/29/2012 

> 567,764 

Region 7 ICM 
6/30/2012 

\ 283.904 

Total 

3,580.147 

789.855 

483,610 

104,239 

51,950 

854.416 

394,312 

91.186 

215,923 

1,084,208 

640,692 

117.792 

77,709 

567,764 

312.486 

65,907 

64.448 

283,904 

152.179 

34,543 

6,330 

3.580,147 

1,983.279 

413.667 

416,360 

TOTAL DIRECT PERSONNEL SERVICES 639.799 701,421 836.193 442,841 193.052 2,813,306 

OPERATING EXPENSES 
OPERATING SERVICES 
SUPPLIES 
TRAVEL 
CAPITAL ASSETS 

43,338 

2,776 

29.701 

-

40.880 

3,680 

28.069 

-

91,323 

1.590 

38,938 

-

31,085 

2.608 

29.511 

888 

31.925 

592 
27.813 

100 

238.551 

U,246 

154,032 

988 

TOTAL OPERATING EXPENSES 75.815 72,629 131,851 64,092 60,430 404,817 

OTHER EXPENSES 
OTHER 
ADMINISTRATIVE 

TOTAL OTHER EXPENSES 

TOTAL EXPENSES 

DUE TO COUNTY / (UNREIMBURSED C O ^ $ 

2.437 
92.136 

94.573 

810.187 

(20.332) % 

2.692 
107,583 

110J275 

8H325 

(29.909) 

134.164 

134.164 

1,102,208 

(18.000) 

85,355 

85.355 

592,288 

(24.524) 

45.576 

45.576 

299,058 

05.154) 

5,129 

464,814 

469.943 

3,688.066 

(107,919) 7== 
o 

(̂  



NHS Pennsylvama 
Louisiana Clinical Services 

Schedule of Umts of Service 
For fiscal year endedjune 30, 2012 

l=lP=g8 8-14 Days 15.21 Days 22+Days Toul 

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) 

36 
60 
0 
6 
18 
8 

42 

36 
64 
0 
6 

20 
15 
45 

TOTAL 170 1S6 
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Internal Control Letter 

NHS Human Services, Inc. 

June 30, 2012 



}i GrantThornton 

Audit • Tax • Advisory 

Grant Thornton LLP 
2001 Market Street. Sjite 3100 
Philadelphia, PA 19103-7080 

T215 56H200 
F 215 5611066 
www GrantThornton corn 

October 2, 2012 

Management and the Audit CommiTicc of ilie Board of Direct<irs 
NHS Human Services, Inc 
Lafayette Hill, Pennsylvani.i 

Ladle"; and Gentlemen 

In coniiecUon witli oui audit of NHS Human Services, Inc'b ("NHS") consolidated 

financial btatements as of June 30, 2012 and for the year then ended, auditing standards generally 

accepted in the United States of America ("US GAAS") established by the American Institute of 

Certified Public Accouniaiits require that v/e advise management and the board of directors 

(hereinafter referred to as "those charged with governance") of the following internal control matters 

identified during oui audit 

Our responsibilities 

Our responMbiUty, as prescnbed by US GAAS, is to plan and perform our audit to obtain 

reasonable assurance about whether the financial statements arc free of matenal misstatement, 

whether caused by error or fraud An audit includes consideration of intemal control over financial 

leporting (hcieinafter referred to as "internal control") as a basis for designing audit procedures that 

are appropriate in the circumstances for the p\irpose of expressing our opinion on the financial 

statements, but not for the purpose of identifying deficiencies in internal control or expressmg an 

opinion on the effectiveness of N H S \ internal control Accordingly, we express no such opinion on 

internal control effectiveness 

Grant Thornlon LLP 
U S m-mtxT (irm ol dran! 'hcmHii; l[il(![(ij!ion<!i 1 t[i 



Identified deficiencies in internal control 

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

sufficient importance to ment your attention 

Control deficiencies 

A deficiency m internal control ("control deficiency") exists when the design or opcranon of 

a control does not allow management or employees, in the normal course of perfornung their 

assigned functions, to prevent, or detect and correct misstatements on a tmiely basis 

Recommendat ions to strengthen internal control 

We recommend that NHS and those charged witli governance consider the following 

actions 

I N F O R M A T I O N T E C H N O L O G Y 

Observation and Recommendat ion: 

During our current year audit, we observed that management has implemented 

recommendaiions for improvement from the prior year wuhin their overall information technology 

("IT") plan lo improve then; IT infrastructure and netu'ork secuLity 

In the current ycai, the following recurring opportunitjcs for improvement exist to continue 

to enhance the overall sccunty and change management process at NHS 

• We noted that change management pohcies and procedures are not formalized We 

recommend that management develop a formal pohcy and procedure related to change 

management Also, management should ensure that the Cliange Management Pohcy and 

Procedure developed also includes the iimcrgency Change Management process 

• Currendy, certain security event logs within the Windows operating system, GSM application 

and SQL database arc levicwcd on an as-needed basis However, documentation of review 



IS not formally documented nor retained We recommend that management develop a 

formal policy and procedure related to the period review of system event logs Additionally, 

management should perfonn a rcgiilat, scheduled review ot the system event logs withiii the 

Windows operating system, CSM apphcation, and SQL database 

• Opportunity exists to enhance die design and operating effectiveness of internal controls 

relating to performing user access reviews to confirm that the operating system and 

applications have appropriate access for all users We recommend that management review 

applications and network users' account bstings, to ensure that generic or group IDs do not 

exist, active accounts for terminated employees have been disabled or removed, and 

administrative access is granted to only necessary and appropnate personnel 

• We noted that terminated users are not disabled in a Umely manner Tlie teniuiiation 

process is a manual process at this time, and efficiency between the business side of the 

removal process and the IT side of the process can be enhanced We recommend that 

management unplement an automated process that notifies the IT team unmediately of the 

tenninauon of a user in order lo ensure that users are removed from logical and system 

access witlun 24 hours of temiination 

Management ' s Response. 

• Durmg the audit period, NHS miplemented a formal Change Management procedure 

utilizing web forms via an automated workflow solution, which utihzes Sharepoint. While 

the process is now formalized for many aspects of IT related activities, we recognize the 

need for formal pohcy and system development in regards to working with NHS Business 

Units 

• NHS purchased and implemented a Log Event Management solution m Q4 of fiscal year 

2012 Currently, cnucal Data Center network systems are configured for monitonng and 

report;, are bemg reviewed on a daily basis per our internal departinental pobcy In addition, 

several key Windows Systems are also logging to this solution at this time By the end of the 

2"** quarter fiscal year 2013, our plan is to have all Critical Apphcations/Systems event logs 

ingested into this logging solution, and we will develop pohcies and procedures for review 

and reporting on both a daily and scheduled basis 



• While mfoimal access reviews are in fact performed, and m many cases documented in the 

IT Woik Order and Change Management systems, management recognizes the need to 

develop formal pohcies and procedures in order to more appropnately address this 

deficiency, as we also recognize these functions to be IT industry best practices 

• IT management is directly involved at the Corporate Committee level in regard to the 

development of such an automated process '^llie committee is comprised of members of 

MR, Payroll, and IT, and the effort is being treated as a very high priority for the current 

fiscal year, as the deficiencies, ineffectiveness, and potential risk of the current manual 

process IS rccogni/ed at multiple levels withm NHS 

Management ' s response 

NHS Human Services, Inc *s writleii response to the recommendations identified herein has 

not been subjected to our audit proced\ues, and accordingly, we express no opinion on it 

This communication is intended solely for the information and use of management, those 

charged with governance, otheis withm NHS, and applicable federal agencies and pass-through 

entities and is not intended to be and should not be used by anyone other than these specified 

pai ties 

Very truly yours, 


