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Independent Auditor's Report

Board of Directors
Alcohol and Drug Dependency Services of Southeast Iowa
Burlington, Iowa

Report on the Financial Statements

We have audited the accompanying financial statements of Alcohol and Drug Dependency Services of
Southeast Iowa (Organization) (a nonprofit organization), which comprise the statement of financial position as
of June 30, 2017, and the related statements of activities, functional expenses and cash flows for the year then
ended, and the related notes to the financial statements.

Management's Responsibility for the Financial Statements

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

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.  We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States.  Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Alcohol and Drug Dependency Services of Southeast Iowa as of June 30, 2017, and the changes in
its net assets and its cash flows for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Other Matters

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.  The
supplementary information on page 12 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 applied 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 aspects in relation to the financial
statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 16, 2018, on
our consideration of the Organization's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.  The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing and not to provide an opinion on internal control over financial
reporting or on compliance.  That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering Organization's internal control over financial reporting and
compliance.

January 16, 2018
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Alcohol and Drug Dependency Services of Southeast Iowa
Statement of Financial Position

June 30, 2017

Assets

Cash $ 1,298,802
Accounts receivable, net of allowance of $283,632 203,716
Prepaid expenses 8,076
Certificates of deposit 494,170

2,004,764

Property and equipment
Building 1,692,687
Furniture and fixtures 31,659
Equipment 202,901
Accumulated depreciation (1,439,510)

487,737

Investment, at cost 50,000

$ 2,542,501

Liabilities and Net Assets

Liabilities
Accounts payable $ 76,432
Accrued salaries and paid time off 94,447
Payroll taxes payable 15,082

185,961
Net assets

Temporarily restricted 74,044
Unrestricted 2,282,496

2,356,540

$ 2,542,501

See accompanying notes to financial statements.
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Alcohol and Drug Dependency Services of Southeast Iowa
Statement of Activities

Year Ended June 30, 2017

Unrestricted
Temporarily

Restricted Total

Public Support and Revenue

Public support
Iowa Department of Public Health:

Treatment program $ 731,612 $ - $ 731,612
Prevention program 207,870 - 207,870
Gambling treatment program 298,406 - 298,406

Other grants 97,444 - 97,444
City allocations 34,331 - 34,331
United Way 24,868 16,252 41,120

1,394,531 16,252 1,410,783
Revenue

Resident recovery program fees 354,949 - 354,949
Client fees 590,832 - 590,832
Other services 111,535 - 111,535
Interest income 10,200 - 10,200
Miscellaneous 16,161 - 16,161

1,083,677 - 1,083,677

Total public support and revenue 2,478,208 16,252 2,494,460

Expenses

Program services 1,730,947 - 1,730,947
Supporting services 533,355 - 533,355

Total expenses 2,264,302 - 2,264,302

Support and revenue over expenses 213,906 16,252 230,158

Transfers 18,405 (18,405) -

Change in net assets 232,311 (2,153) 230,158

Net assets, beginning of year 2,050,185 76,197 2,126,382

Net assets, end of year $ 2,282,496 $ 74,044 $ 2,356,540

See accompanying notes to financial statements.
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Alcohol and Drug Dependency Services of Southeast Iowa
Statement of Functional Expenses

Year Ended June 30, 2017

Program Supporting
Services Services Total

Salaries $ 918,870 $ 283,048 $ 1,201,918
Benefits and taxes 192,242 90,496 282,738

Total salaries and related expenses 1,111,112 373,544 1,484,656

Travel 30,387 5,040 35,427
Education and training 10,445 6,495 16,940
Contract services 184,403 8,647 193,050
Insurance 41,307 948 42,255
Occupancy 136,305 28,701 165,006
Supplies 160,370 14,676 175,046
Telephone 15,438 4,703 20,141
Equipment maintenance 17,591 4,897 22,488
Other expenses 11,636 26,424 38,060

Total expenses before depreciation 1,718,994 474,075 2,193,069

Depreciation 11,953 59,280 71,233

Total functional expenses $ 1,730,947 $ 533,355 $ 2,264,302

See accompanying notes to financial statements.
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Alcohol and Drug Dependency Services of Southeast Iowa
Statement of Cash Flows

Year Ended June 30, 2017

Cash Flows From Operating Activities
Change in net assets $ 230,158
Adjustment to reconcile change in net assets to net cash 

provided by operating activities:
Depreciation 71,233
Change in assets and liabilities:

Decrease (increase) in:
Accounts receivable 298,927
Prepaid expenses 4,328

Increase in:
Accounts payable and accrued expenses (5,165)

Net cash provided by operating activities 599,481

Cash Flows From Investing Activities
Purchase of certificates of deposit (5,672)
Capital expenditures (41,609)

Net cash used by investing activities (47,281)

Net increase in cash 552,200

Cash, beginning of year 746,602

Cash, end of year $ 1,298,802

See accompanying notes to financial statements.
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Alcohol and Drug Dependency Services of Southeast Iowa
Notes to Financial Statements

Note 1. Reporting Entity

Alcohol and Drug Dependency Services of Southeast Iowa (Organization) is a nonprofit
corporation organized and licensed to provide education and group counseling for substance
abusers and their families, in addition to providing residential care for adult substance abusers and
treatment for gambling addiction.  Services are provided primarily to residents of southeast Iowa.

Note 2. Summary of Significant Accounting Policies

Basis of Accounting

The Organization's financial statements are prepared on the accrual basis.

Basis of Presentation

Net assets and revenues, expenses, gains and losses are classified based on the existence or absence
of donor-imposed restrictions.  Accordingly, the net assets of the Organization and changes therein
are classified and reported as restricted or unrestricted net assets.  Public support and revenue are
reported as increases in unrestricted net assets unless use of related assets is limited by donor-
imposed restrictions.  Expenses are reported as decreases in unrestricted net assets.  Contributions
with donor-imposed restrictions that are met in the same year as received are reported as
unrestricted revenues.  The Organization had temporarily restricted net assets of $74,044 at
June 30, 2017.  These restricted assets include United Way allocations receivable, as well as
unexpended cash related to activities previously administered by Grade A+.  There were no
permanently restricted net assets at June 30, 2017.

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 disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period.  Actual results could differ from those estimates.

Cash

For purposes of the Statement of Cash Flows, the Organization considers all highly liquid
investments available for current use with an original maturity of three months or less to be cash.
The Organization maintains deposit balances in excess of federal deposit insurance limits.

Accounts Receivable

Accounts receivable are for grants, allocations and services performed and are uncollateralized.
Collection of accounts receivable, net of the allowance for doubtful accounts, is expected to occur
within one year.  The allowance for doubtful accounts is estimated based on current and prior
experience with the outstanding accounts.  Accounts are written off when management believes the
account is uncollectible.  Accounts written off are netted against the related revenues and totaled
$131,025 for the year ended June 30, 2017.
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Alcohol and Drug Dependency Services of Southeast Iowa
Notes to Financial Statements

Note 2. Summary of Significant Accounting Policies (continued)

Property and Equipment

Property and equipment is stated at cost.  Expenditures in excess of $1,000 for property and
equipment that provide future benefit are capitalized.  Depreciation is computed by the straight-line
method over the following estimated useful lives:

Asset Years

Buildings 4-39
Furniture and fixtures 7-10
Equipment 5-10

             
Property and equipment acquired with government funds must be offered back to the related agency
prior to any disposition.

Income Taxes

The Organization is exempt from income tax under Section 501(c)(3) of the Internal Revenue Code
and a similar section of the Iowa income tax law, which provides tax exemption for corporations
organized and operated exclusively for religious, charitable, or educational purposes.  The
Organization files information tax returns in the United States.  The Organization is no longer
subject to United States federal tax examinations by tax authorities for the three years prior to 
June 30, 2016.  

Evaluation of Subsequent Events

The Organization performed an evaluation of subsequent events through January 16, 2018, which is
the date the financial statements were available to be issued.  There were no subsequent events that
would require disclosure or recognition in the financial statements as of June 30, 2017.

Note 3. Certificates of Deposit

The Organization has certificates of deposit totaling $494,170.  The certificates bear interest at
rates ranging from 0.85% to 1.69%, have maturity dates ranging from February 18, 2018 to
May 11, 2020, and are subject to penalties for early withdrawal.  Any penalties for early
withdrawal would not have a material effect on the financial statements.

Note 4. Leased Equipment and Facilities

The Organization leases office space in Ottumwa, and Clinton Iowa under operating leases.  The
leases require monthly rental payments totaling $883 and may be cancelled with 30 days notice.
The Ottumwa office lease includes the use of support staff, furnishings, and internet and phone
access.  Rent expense under these leases was $10,596 for the year ended June 30, 2017.
Future minimum lease payments are $596 for the year ended June 30, 2018.
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Alcohol and Drug Dependency Services of Southeast Iowa
Notes to Financial Statements

Note 5. Pension Plan

The Organization has a pension plan covering full time employees who are at least 21 years of age
and have completed at least one year of service.  The plan states that the Organization will
contribute an amount equal to two percent of each eligible employee's gross salary.  In addition, if
the employee elects to make a two percent contribution, the Organization will match it, making the
Organization's maximum contribution four percent.  Total pension expense for the year was
$38,232.

Note 6. Concentration of Revenues and Credit Risk

The Organization receives significant funding through various state and federal grants.  If these
funding sources were removed, the Organization could have difficulty meeting its functional
obligations.

Note 7. Self-Insured Unemployment Benefits

The Organization elected to self-fund unemployment benefits through participation in an
unemployment savings program.  The Organization has set up a reserve account that will be used to
reimburse the State of Iowa for actual claims paid to former employees.  The program includes
excess loss insurance up to $153,041 with a stop loss limit of $63,041.  The reserve account had a
balance of $17,119 as of June 30, 2017.  No unemployment claims were paid from the fund to the
State of Iowa during the year ended June 30, 2017.

Note 8. Allocation of Expenses - Statement of Functional Expenses

The allocation of expenses on the Statement of Functional Expenses is based on actual amounts
when identifiable with a particular program, or allocated based on estimates furnished by
management of the Organization.

Note 9. Risk Management

The Organization 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 the Organization's commercial insurance.  The Organization assumes liability
for any deductibles and claims in excess of coverage limitations.  Settled claims from these risks
have not exceeded commercial insurance coverage for the past three years.

Note 10. Related Party Transactions

One of the Organization's directors is an officer with a local bank.  At June 30, 2017, the
Organization had on deposit with the bank a certificate of deposit with a balance of $87,721 and a
money market account with a balance of $55,547.
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Alcohol and Drug Dependency Services of Southeast Iowa
Notes to Financial Statements

Note 11. Investment

The Organization owns eleven shares in Integrated Behavioral Health Network.  The shares are not
regularly traded and are carried at cost.  The fair value is not estimated as it is not practical to
estimate fair value, and no events or changes in circumstances that may have a significant adverse
effect on the fair value have been identified.

Note 12. Recent Accounting Pronouncements

In August 2015, the Financial Accounting Standards Board (FASB) issued an accounting standard
update, which supersedes the financial reporting requirements for not-for-profit entities under
current professional standards.  This update requires two classes of net assets instead of the current
three classes for the statement of financial position and statement of activities.  The update also
requires enhanced disclosures regarding the governing board designations, composition of net
assets with donor restrictions and liquidity of the entity through qualitative and quantitative
disclosures.  The effective date of the update will be for periods beginning after December 15,
2017, using the retrospective method.  

In February 2016, the FASB issued an accounting standard update, which supersedes the operating
lease treatment under current professional standards.  This update will require the leased assets to
be recognized as an asset on the balance sheet and discounted future minimum lease payments to be
recognized as liabilities for the rights and obligations under lease arrangements.  The effective date
of the update will be for periods beginning after December 15, 2019, using a modified retrospective
approach.

The Organization has not determined the potential effects of the standards on the financial
statements.
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Alcohol and Drug Dependency Services of Southeast Iowa
Detail of Functional Expenses - Program Services

Year Ended June 30, 2017

Treatment Prevention
Access to
Recovery Gambling Tobacco Total

Salaries $ 586,048 $ 185,130 $ 48,372 $ 66,465 $ 32,855 $ 918,870
Benefits and taxes 122,529 38,481 10,519 17,684 3,029 192,242

Total salaries and related
expenses 708,577 223,611 58,891 84,149 35,884 1,111,112

Travel 9,608 14,116 1,761 4,902 - 30,387
Education and training 4,905 3,656 358 1,526 - 10,445
Contract services 38,079 21,435 9,581 115,308 - 184,403
Insurance 28,831 6,435 1,806 4,235 - 41,307
Occupancy 91,385 18,151 1,475 25,294 - 136,305
Supplies 74,819 32,065 33,101 20,385 - 160,370
Telephone 9,807 2,389 479 2,763 - 15,438
Equipment maintenance 11,375 3,699 1,126 1,391 - 17,591
Other expenses 5,579 918 364 4,715 60 11,636

Total expenses before
depreciation 982,965 326,475 108,942 264,668 35,944 1,718,994

Depreciation 11,953 - - - - 11,953

Total functional expenses $ 994,918 $ 326,475 $ 108,942 $ 264,668 $ 35,944 $ 1,730,947

See accompanying independent auditor's report.
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Independent Auditor's Report on Internal Control Over Financial Reporting
and on Compliance and Other Matters Based on an Audit of Financial Statements 

Performed in Accordance with Government Auditing Standards

Board of Directors
Alcohol and Drug Dependency Services of Southeast Iowa
Burlington, Iowa

We have audited, in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in the Government Auditing Standards, issued by
the Comptroller General of the United States, the financial statements of the of Alcohol and Drug
Dependency Services of Southeast Iowa (a nonprofit organization) (Organization), which comprise the
statement of financial position as of June 30, 2017, and the related statements of activities, functional
expenses and cash flows for the year then ended, and the related notes to the financial statements, and have
issued our report thereon dated January 16, 2018.

Internal Control Over Financial Reporting

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

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

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material weaknesses
or significant deficiencies and, therefore, material weaknesses or significant deficiencies may exist that were
not identified.  Given these limitations, during our audit we did not identify any deficiencies in internal
control that we consider to be material weaknesses.  However, material weaknesses may exist that have not
been identified.  We did identify a deficiency in internal control, described in Part I-A-17 in the accompanying
schedule of findings, that we consider to be a significant deficiency.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Organization's financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts.  However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion.  The results
of our tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

Organizations's Responses to Findings

The Organization's responses to the findings identified in our audit are described in the accompanying
schedule of findings.  The Organization's responses were not subjected to the auditing procedures applied in
the audit of the financial statements and, accordingly, we express no opinion on them.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the results of that testing and not to provide an opinion on the effectiveness of the Organization's internal
control or on compliance.  This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Organization's internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

We would like to acknowledge the many courtesies and assistance extended to us by personnel of the
Organization during the course of our audit.  Should you have any questions concerning any of the above
matters, we shall be pleased to discuss them with you at your convenience.

January 16, 2018
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Alcohol and Drug Dependency Services of Southeast Iowa
Schedule of Findings

Year Ended June 30, 2017
____________________________________________________                        _______                                   

Part I:      Findings Related to the Financial Statements

SIGNIFICANT DEFICIENCY

I-A-17 Segregation of Duties

Criteria - Management is responsible for establishing and maintaining internal control.  A good
system of internal control provides for adequate segregation of duties so no one individual handles
a transaction from its inception to completion.  In order to maintain proper internal control, duties
should be segregated so the authorization, custody and recording of transactions are not under the
control of the same employee.  This segregation of duties helps prevent losses from employee error
or dishonesty and maximizes the accuracy of the Organization's financial statements.

Condition - Cash receipts posting, bank deposits, cash disbursement posting, check preparation
and bank reconciliations are prepared by the same person.  Management and the external
accountant provide oversight in the form of dual check signatures, general ledger account
reconciliations and monthly financial statement compilation.  

Cause - The Organization has a limited number of employees and procedures have not been
designed to adequately segregate duties or provide compensating controls through additional
oversight of transactions and processes.

Effect - Inadequate segregation of duties could adversely effect the Organization's ability to
prevent or detect and correct misstatements, errors or misappropriation on a timely basis by
employees in the normal course of performing their assigned functions.  While the oversight
measures put in place lessen the severity of the condition, the concentration of activities is such
that the likelihood of adverse effects not being detected is more than remote.

Recommendation - We realize segregation of duties is difficult with a limited number of office
employees.  However, the Organization should review its control procedures to obtain the
maximum internal control possible under the circumstances utilizing currently available staff.

Response - We will continue to review our procedures and implement additional controls where
possible.

Conclusion - Response acknowledged.  

Part II:     Findings Related to Statutory Reporting:

No matters were noted.
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