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KING, REINSCH, PROSSER & CO., L.L.P.

W Certified Public Accounianis
e

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Siouxland Mental Health Services, Inc
Sioux City, Iowa

- We have audited the accompanying statement of financial position of Siouxland Mental Health '
Services, Inc., as of June 30, 2012 and the related statements of activities and cash flows for the year

. then ended. These financial statements are the responsibility of Siouxland Mental Health Services,
Inc.'s management, Our respon31b111ty is to express an opinion on these financial statements based
on our audit. :

We conducted our audit in accordance ‘with auditing standards generally accepted in the United '.

States of America. Those standards require that we plan and perform the audit to obtain reasonable

assurance about whether the financial statements are free of material misstatement. An audit

includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial

statements. An audit also includes assessing the accounting principles used and significant estimates

made by management, as well as evaluating the overall financial statement presentation. We believe
' that our audit provides a reasonable basis for our opinion. :

In our opinion, the financial statements referred to above present fairly, in all material respects the
financial position of Siouxland Mental Health Services, Inc. as of June 30, 2012, and the changes in
its net assets and its cash flows for the year then ended in conformity with accounting prmc1p1es
generally accepted in the United States of Amenca :

Our audit was conducted for the purpose of forming an opinion on the financial statements as a
whole. The schedule of functional expenses on page 11 is presented for purposes of additional
analysis and is not a required part of the financial statements. Such information is the responsibility
of management and was derived from and relates directly to the underlying accounting and other
records used to prepare the financial statements. The information has been subjected to the auditing
procedures apphed in the audit of the financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the financial statements or to the financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United

- States of America. In our opinion, the information is fairly stated in all material respects in relatlon
to the financial statements as a whole.

Sioux City, Jowa | \Cma, QM»M&\ ‘B\«OW\-' %i' CO \. L- p
November 30, 2012 |
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SIOUXTLAND MENTAL HEAT TH SERVICES, INC.

STATEMENT OF FINANCIAL POSITION

JUNE 30, 2012

ASSETS

CURRENT ASSETS:

Cash and cash equivalents

Accounts receivable:
Patients - net allowance of $273,339
Insurance - net allowance of $196,781
Woodbury County - net allowance of $24,698
Woodbury County - case management
Tri-State Behavioral Health Association, Inc.
Iowa Department of Human Services
EAP Grant
ATR Grant
Western Iowa Tech Community College contract

Prepaid expenses

Total current assets

PROPERTY AND EQUIPMENT:
Land
Buildings and improvements
Furniture and equipment

Accumulated depreciation
Net property and equipment

Total assets

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES:
Accounts payable
Accrued wages
Accrued expenses
Compensated absences
Deferred revenue
Total current liabilities

UNRESTRICTED NET ASSETS

Total liabilities and net assets

See notes to financial statements.

$ 647,731

10,889
250,447
78,250
346,618
11,574
3,909
1,580
11,820
13,288

64.857

$ 1.440.963

$ 140,903
1,633,732
525.723

$ 2,300,358
(1.344.,725)

$§ 955633

B 2396596

$ 34,338
1,698

81,037
162,851

_ 49.622

$ 329.546
$§ 2.067.050

82396596
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SIOUXLAND MENTAL HEAL TH SERVICES, INC.

STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2012

CHANGES IN UNRESTRICTED NET ASSETS:
Public Support and Revenues:

Public support:
Woodbury County - net $ 1,223,438
Woodbury County - case management program - net 463,755
Project Compass 248,439
Community Mental Health Services Block Grant ' 53,607
Sioux City Community School District ' 197,404
EAP Grant : 18,960
ATR Grant 50,379
IHH Grant 208,561
Contributions - advertising 14,760
Contributions - other 35.179
$§ 2514482
Patient revenue:
Patient fees, commercial insurance and Title XIX $ 3,552,631
Allowance for denied claims (1.106,554)
$ 2.446.077
Other revenue:
Interest income $ 485
Gain on dissolution of Tri-State Behavioral Health Association, Inc. 37,429
Conference 24,630
Siouxland Human Investment Partnership 92,460
Western Iowa Tech Community College contract 90,746
Morningside College contract 2,813
Medical records 15,237
Miscellaneous ' 14.258
' $ 278,058
Total unrestricted public support and revenues : $ 5.238.617
Expenses:
Program services:
Therapy program $ 1,220,215
Psychiatry program _ 1,425,680
Community support programs 842,594
Case management program 335,537
Project Compass 173,523
$ 3,997,549
Supporting activities:
Administrative 1.193.077
Total expenses $§ 5.190.626
EXCESS OF REVENUES OVER EXPENSES AND CHANGE IN UNRESTRICTED NET ASSETS $ 47,991
UNRESTRICTED NET ASSETS AT BEGINNING OF YEAR 2.019.059
UNRESTRICTED NET ASSETS AT END OF YEAR $ 2,067,050

See notes to financial statements. Page 4



SIOUXTLAND MENTAL HEALTH SERVICES. INC.

STATEMENT OF CASH FLOWS

YEAR ENDED JUNE 30, 2012

CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets

Adjustments to reconcile change in net assets to net cash used for operating activities:

Depreciation
Gain on dissolution of Tri-State Behavioral Health Association, Inc.
Change in current assets and liabilities:

Accounts receivable

Prepaid expenses

Accounts payable

Accrued wages

Accrued expenses

Compensated absences

Deferred revenue

Net cash used for operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:

Proceeds from dissolution of Tri-State Behavioral Health Association, Inc.
Purchase of property and equipment :
Net cash provided by investing activities

CHANGE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR

- CASH AND CASH EQUIVALENTS AT END OF YEAR

NONCASH INVESTING ACTIVITIES:
Receivable from dissolution of Tri-State Behavioral Health Association, Inc.

See notes to financial statements.

$

47,991

80,905
(37,429)

8,901
7,336
5,218

(350)
7,434
12,681

(208.561)
§  (75.874)

$

36,855

(12.807)
$ 24,048

$

(51,826)

699.557

$

$

647,731

11,574
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SIOUXLAND MENTAL HEALTH SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS

JUNE 30,2012

NOTE 1 - ORGANIZATION AND FUNCTION:

Siouxland Mental Health Services, Inc. (the Center) is a nonprofit corporation established to
provide a comprehensive community mental health program for the diagnosis and treatment
of general psychiatric and psychological disorders and to promote the prevention of mental
illness. Services are provided to residents in Woodbury County and nearby communities.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICES:

Financial Statement Presentation — The Center is required to report information regarding its
financial position and activities according to three classes of net assets: unrestricted net
assets, temporarily restricted net assets, and permanently restricted net assets, as follows:

Unrestricted Net Assets - Net assets and transactions which are not subject to
donor-imposed restrictions. Support that is restricted by the donor is reported as an
increase in unrestricted net assets if the restriction expires in the reporting period in
which the support is recognized.

Revenues are reported as increases in unrestricted net assets unless use of the related
assets is limited by donor-imposed restrictions. Expenses are reported as decreases in
unrestricted net assets. Expirations of temporary restrictions on net assets (i.e., the
donor-stipulated purpose has been fulfilled and/or the stipulated time period has
elapsed) are reported as reclassifications between the applicable classes of net assets.

Temporarily Restricted Net Assets - Net assets and transactions which are subject to
donor-imposed restrictions that will be met by actions of the Center and/or the
passage of time.

Permanently Restricted Net Assets - Net assets subject to donor-imposed restrictions
that they be maintained permanently by the Center. Generally, the donors of these
assets permit the Center to use all or part of the income earned on related investments
for general or specific purposes.

Contributions - Contributions, including unconditional promises to give, are recognized as
revenues in the period the promise is made. Conditional promises to give are not recognized
until they become unconditional, that is, when the conditions on which they depend are
substantially met.

Donated services are recognized as contributions.
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SIOUXT.AND MENTAL HEALTH SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2012

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICES (CONTINUED):

Basis of Accounting - The accompanying financial statements have been prepared on the
accrual basis of accounting in conformity with U.S. generally accepted accounting principles.
Revenues are recognized when earned and expenses are recorded when incurred.

Cash and Cash Equivalents - Highly liquid investments with an initial maturity of three
months or less are included in cash and cash equivalents, unless held for investment

purposes.

Accounts Receivable - The Center carries its accounts receivable net of an allowance for
doubtful accounts. On a periodic basis, the Center evaluates its accounts receivable and
establishes an allowance for doubtful accounts based on past experience and any known
existing circumstances. Accounts are written off as uncollectible when management
determines that the likelithood of collection is remote.

Property and Equipment - Property and equipment are stated at cost. Expenditures for plant
and equipment renewals and improvements are capitalized. Depreciation is provided over
the estimated useful lives of the equipment and improvements using the straight-line
method. Repairs and maintenance are charged to expense as incurred. Contributions of
property and equipment are recorded at fair value as unrestricted support unless the donor has
restricted the donated asset to a specific purpose.

Patient Services Revenue - Patient services revenue is reported at the estimated realizable
amounts from patients, third-party payors and others for services rendered and includes
estimated retroactive revenue adjustments due to audits, reviews, and investigations.
Adjustments are considered in the recognition of revenue on an estimated basis in the period
the related services are rendered, and such amounts are adjusted in future periods as
adjustments become known or as years are no longer subject to such audits, reviews, and
investigations. :

Income Taxes - The Center is exempt from income taxes under Section 501(c)(3) of the
Internal Revenue Code. The Center files Form 990 (Return of Organization Exempt from
Income Tax) annually. Management has not identified any uncertain income tax positions
that would not meet the more-likely-than-not criterion of FASB ASC 740-10. Accordingly,
the accompanying financial statements do not include any provision for uncertain income tax
positions, and no related interest or penalties have been recorded in the financial statements.
Federal and state income tax returns are generally open to examination by the relevant taxing
authorities for a period of three years from the date the returns are filed.
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SIOUXLAND MENTAT HEATTH SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS

JUNE 30,2012

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):

Functional Expenses - The Center allocates its expenses on a functional basis among its
various programs and supporting activities. Expenses that can be identified with a specific
program or supporting activity are allocated directly according to their purpose. Other
expenses that are common to several functions are allocated based on management's
estimate of time and utilization.

Management Estimates - The preparation of financial statements in conformity with
accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect the reported amounts of assets
and liabilities, and the reported revenues and expenses. Actual results could differ from
those estimates.

Contributed Services - The Center recognizes in the financial statements the value of
contributed services that (a)create or enhance a non-financial asset, or (b) required
specialized skills, are provided by entities or persons possessing those skills and would be
purchased if they were not donated. Non-cash contributions of advertising are recorded as
revenues and expenses at their estimated fair values at the date of the contribution. The
amounts recognized as contributed advertising revenue and expense related to administrative
activities for the year ended June 30, 2012 was $14,760.

Advertising and Recruitment Costs - Advertising and recruitment costs are expensed as
incurred and are included in administrative expenses. For the year ended June 30, 2012,
advertising and recruitment expense was $18,912.

Compensated Absences - The Center employees accumulate a limited amdunt of earned but
unused vacation benefits. The amount representing the cost of compensated absences is
recorded as a liability and has been computed based on rates of pay in effect at June 30,
2012.

Subsequent Events - The Center evaluated for subsequent events through November 30,
2012, the date which the Center's financial statements were available to be issued. '
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SIOUXT.AND MENTAL HEALTH SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2012

NOTE 3 - CASH AND CASH EQUIVALENTS:

Cash and cash equivalents are composed accordingly as of June 30, 2012:

Petty cash $ 623
Demand deposits 6,147
Checks in excess of demand deposits (83,408)
Money market deposits and annuities 724,369
$ 647,731

NOTE 4 - PROPERTY AND EQUIPMENT:

The cost, book value after accumulated depreciation and estimated useful lives at June 30,
2012, are as follows: '

Useful Lives Cost Book Value
Land N/A $ 140903 $ 140,903
Buildings and improvements 20 years 1,633,732 742,637
Office furniture and equipment 5-10 years 525,723 72.093

$ 2,300,358 $§ 955,633

NOTE 5 - RETIREMENT PLAN:

The Center has a noncontributory money purchase pension plan covering employees upon
attaining six months of service. The Center contributes an amount equal to 6 percent of the

participants' wages. Retirement plan expense was $172,732 for the year ended June 30,
2012. It is the Center's policy to currently fund benefits accrued.

NOTE 6 - RELATED PARTY TRANSACTIONS:

The Center paid $9,359 in legal fees to Heidman Law Firm for the year ended June 30, 2012.
A member of the Board of Directors is a partner at Heidman Law Firm.
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SIOUXTLAND MENTAL HEALTH SERVICES. INC.

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2012

NOTE 7 - RISK MANAGEMENT:

The Center is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.
These risks are covered by commercial insurance purchased from independent third parties.
The Center assumes liability for any deductibles and claims in excess of coverage limitations.
Settled claims for these risks have not exceeded commercial insurance coverage for the past
five years.

NOTE 8 - CONCENTRATION OF FUNDS:

During the year ended June 30, 2012, the Center maintained their cash accounts in a
commercial bank located in Sioux City, Iowa. Interest-bearing accounts are secured by the
Federal Deposit Insurance Corporation (FDIC) up to $250,000. Cash deposits at times
during the year exceeded the limits of coverage. As of June 30, 2012 the Center had
$474,369 in excess of FDIC limits.
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SIOUXLAND MENTAL HEALTH SERVICES, INC.

SCHEDULE OF FUNCTIONAL EXPENSES

YEAR ENDED JUNE 30, 2012

Supporting
Program Services Activities
Community Case Total
Therapy Psychiatry Support Management Program
Program Program Programs Program Expenses  Administrative Total

Salaries and payroll taxes $ 714,842 § 825,713 $ 566,372 $§ 246,825 $ 2,484,140 $ 807,152 $ 3,291,292
Professional consultants 286,631 308,910 32,388 - 627,929 - 627,929
Fringe benefits 132,858 141.844 108.616 66,626 486.709 161,850 648.559

Total salaries and benefits $ 1,134,331 $ 1,276,467 $ 707,376 $§ 313,451 $ 3,598,778 969,002 $ 4,567,780
Legal and accounting - - - - - 20,204 20,204
Telephone 562 278 1,526 707 3,081 9,521 12,602
Supplies and postage 11,518 20,218 51,604 2,326 86,391 35,108 121,499
Insurance 4,794 7,839 7,813 2,200 23,861 6,005 29,866
Occupancy 25,955 16,686 14,686 1,854 59,181 13,537 72,718
Repairs and maintenance - - 298 - 298 37,164 37,462
Staff development 28,942 5,196 5,526 3,489 46,583 468 47,051
Travel 118 420 15,076 4,602 21,027 5,698 26,725
Recruitment and advertising - - - - - 18,912 18,912
Reference materials - - - - - 167 167
Center dues - 4,295 50 5,936 10,281 260 10,541
Prescriptions - 86,519 - - 86,519 - 86,519
Meal programs - - 12,750 - 12,750 - 12,750
Conference - - - - - 21,600 21,600
Depreciation 10,003 3,078 17,984 972 32,218 48,687 80,905
Miscellaneous - - 7,825 - 7,825 6,744 14,569
Interpreting 3.992 4,684 80 - 8.756 - 8.756

Total expenses $ 1,220,215 $ 1,425,680 $§ 842594 § 335,537 $ 3,997,549 $ 1,193,077 $ 5,190,626
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