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INDEPENDENT AUIMTOR’S REPORT

The Board of Directors
Logan-Mingo Area Mental Health, Inc.
Logan, West Virginia

We have audited the accompanying statement of financial position of Logan-Mingo Area Mental Health,
Inc . (the Center) as of June 30, 2011 and 2010, and the related statements of activity and cash flows for the
years then ended.  These financial statements are the responsibility of the Center’s management Out
responsibility is to express an opinion on these financial statements based on our audits.

We conducted our andits 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, issned
by the Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance abonut 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 belicve that our audits
provide 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 the Center as of June 30, 2011 and 2010, and the changes in its net assets and its cash
flows for the years then ended in conformity with accounting principles generally accepted in the United States
of America.

In accordance with Government Auditing Standards, we have also issued our report dated December 1,
2011, on our consideration of the Center’s internal control over financial reporting and 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 the internal control over financial
Teporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be considered in assessing the results of our audit.

Our audits were conducted for the purposes of forming an opinion on the financial statements as a whole.
The schedules of BHHF Funded Fixed Assets, BHHF Funding Status, and Schedules of Standardized
Financial Statements on pages 11 to 17 are presented for purposes of additional analysis and are 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.

300 CHASE TOWER | 707 VIRGINIA STREET, EAST | CHARLESTON, WV 25301 | PHONE: 304 345 8400 | FAX: 304345 8451



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 respects in relation to

the financial statements as a whole.

/],.Wq f famnst e

December 1, 2011

DHHRE - Finance



LOGAN MINGO AREA MENTAL HEALTH, INC.
STATEMENT OF FINANCIAL POSITION

Tune 30, 2011 and 2010

ASSETS 2011 2010

. Current assets: : C R . . :
Cash and cash equivalents $ 385,920 $ 322,734
Certificates of deposit 180,877 179,166
Accounts receivable, less allowance for doubtful

accounts of $38,996 and $85,775 at June 30,

2011 and 2010, respectively 341,726 372,676
Grants receivable 262,501 271,575
Other 13,845 15,153

Total current assets 1,184,869 1,161,304
Certificates of deposit 340,264 334,365
Property and equipment, less accumulated

depreciation 1,038,453 1,100,859
Total assets $ 2,563,586 $ 2,596,528

LIABILITIES AND NET ASSETS

Current liabilities:

Accounts payable $ 26,044 $ 14,617
Accrued and withheld liabilities 187,115 176,520
Accrued annual leave 146,850 129,572
Total current liabilities 360,009 320,709
Unrestricted net assets 2,203,577 2,275,819
Total Labilitics and net assets § 2,563,586 $§ 2,596,528

The accompanying notes are an integral part of these financial statements.



LOGAN MINGO AREA MENTAL HEALTH, INC

STATEMENT OF ACTIVITY

Years Ended June 30, 2011 and 2010

2011 2010
Changes in unrestricted net assets:
Revenues:

' Netpatient Tevenue ' ' 3,764,073 $ 3,660,647
State and federal grant 2,375,612 2,617,742
Local and county grant 43,620 31,602
Contracted services 42,662 32,742

6,225,967 6,342,733

Non-operating revenues:
Interest 8.560 15,522
Total unrestricted revenues 6,234,527 6,358,255

Expenses:

Salaries and wages 3,198,787 3,055,706
Employee benefits 1,043,749 1,018,745
Contracted services 1,174,644 1,251,981
Facility 185,070 137,812
Repairs and maintenance 26,774 39,715
Travel 123,624 118,344
Bad debt 34,590 196,910
Provider tax 78,064 59,003
Depreciation 101,930 116,895
Food and dimg 47,597 31,807
Miscellaneous 40,028 43,111
Office supplies 26,956 26,635
Telephone 27,074 25,647
Printing and postage 48,471 47,092
Professional fees 51,241 53,228
Subsciiptions and books 13,776 22,804
Insurance 60,612 77,448
Accounting 23,782 17,931
Total expenses 6,306,769 6,340,504
Increase (decrease) in net assets (72,242) 17,351
Net assets, beginning of year 2,275,819 2,258,468
Net assets, end of vear $ 2,203,577 $ 22753819

The accompanying notes are an integial part of these financial statements.



LOGAN MINGO AREA MENTAL HEALTH, INC
STATEMENT OF CASH FLOWS

Years Ended June 30, 2011 and 2010

2011 2010
Cash flows from operating activities:
Change in net assets ) . . 8. (72242 8 17351
Adjustments to reconcile change in net asseis to net
cash provided by operating expenses:
Depreciation 100,725 116,895
Provision for bad debts 34,590 196,910
Changes in operating assets and liabilities:
(Increase) decrease in:
Accounts receivable {3,640) 25,194
Grants receivable 9,074 (45,349)
Other 1,308 4209
Increase (decrease) in:
Accounts payable 11,427 e (26,478)
Accrued and withheld liabilities 10,595 69,859
Accrued annual leave ' 17,278 (25,200)
Net cash provided by operating activities 109,115 333,391
Cash flows from investing activities:
Purchases of property and equipment (38,319) (250,120)
Maturities of certificates of deposit - 319,922
Purchases of certificates of deposit {7,610) (334,365)
Net cash used in investing activities (45,929) (264,563)
Net increase in cash and cash equivalents 63,186 68,828
Cash and cash equivalents, beginning of year 322,734 253,906
Cash and cash equivalents, end of year 5 385920 $ 322,734

The accompanying notes are an integral part of these financial statements.



LOGAN-MINGO AREA MENTAL HEALTH, INC

NOTES TO FINANCIAL STATEMENTS

1 - DESCRIPTION OF ORGANIZATION AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

Description of Organization

Logan-Mingo Area Mental Health, Inc. (the Center) is a nonprofit, nonstock corporation organized
under the laws of the State of West Virginia. The primary purpose of the Center is to develop, operate,
and maintain facilities and services for mentally ill and developmentally delayed individuals and substance
abuse in Logan and Mingo Counties in West Virginia.

Basis of Accounting

Revenues and expenses are recognized on the acerual basis of accounting  Accordingly, revenues are
tecognized when earncd, and expenses are tecognized when the obligation is incured. The Center
recognizes grant revenues when qualifying expenditures are incutred.

Cash and Cash Equivalents

The Centet considers all highly liquid investments purchased with original maturities of three months
ot less to be cash equivalents.

Net Client Revenues

The Center has agreements with third-party payors that provide for payments to the Center at amounts
different from its established rates. Net client revenue is reported at the estimated net realizable amounts
from patients, third-party payors, and others for services rendered, including estimated contractual
adjustments under reimbursement agreements with third party payors The allowance for doubtful
accounts is based on management’s experience and analysis of prior year collections. The Center’s policy
for writing off bad debts includes writing off all accounts over 365 days past dug if no payment is received

Property and Equipment

Property and equipment are stated at cost. Major purchases and improvements are capitalized while
repairs and maintenance are expensed as incurred. Donations of property and equipment are recorded as
increases in unrestricted net assets. Depreciation has been provided over the estimated useful lives using
the straight-line method in accordance with the American Hospital Association guidelines. Estimated
useful lives are as follows:

Buildings and improvements 5 - 40 years
Vehicles and equipment 5 - 15 years



LOGAN-MINGO AREA MENTAL HEALTH, INC.

NOTES TO FINANCIAL STATEMENTIS
{Continued)

1 - DESCRIPTION OF ORGANIZATION AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Income Taxes
The Center is generally exempt from federal income taxes under the provisions of Section 501(c)(3) of
the Internal Revenue Code. In addition, the Center gualifies for chatitable contributions deductions under

Section 170(b)(1)(A) and has been classified as an organization that is not a private foundation under
Section 509{a)(1).

The Center is generally no longer subject to examinations by taxing authorities for years priot to June
30, 2008.

Use of 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 certain

reported amounts and disclosures. Accordingly, actual results conld differ from those estimates.

Subsequent Events

The date to which events occurring after June 30, 2011, have been evaluated for possible adjustment
to or disclosure in the financial statements is December 1, 2011, which is the date the financial statements
were available to be issued.

2 - PROPERTY AND EQUIPMENT

Property and equipment consisted of the following at June 30, 2011 and 2010:

2011 2010
Land $ 143633  § 143,633
Buildings and improvements 2,403,475 2,403,475
Vehicles 379,285 350,397
Equipment 522,386 512,953
Furniture 62,032 62.032

3,510,811 3,443,533
Less accnmulated depreciation 2472358 2,371,633

$ 1038453 § 1,100,859




LOGAN-MINGO AREA MENTAL HEALTH, INC

NOTES TO FINANCIAL STATEMENTS
(Continued)

2 - PROPERTY AND EQUIPMENT (Continued)

Property and equipment includes certain buildings and land provided to the Center by the State of
West Virginia under long-term leases which require annual payments of $1 for terms of ninety-nine years
expiring in 2076. The cost of such buildings was $1,915,785 while accumulated depreciation related to
these buildings was $1,518,419 and $1,470,525 at June 30, 2011 and 2010, respectively. Land provided
to the Center by the State amounted to $143,633 as of June 30, 2011 and 2010.

Continued use of these facilities is contingent upon the Center continuing to provide treatment to
persons who are emotionally disturbed or developmentally disabled, Management believes that it is highly
unlikely the Center would discontinue providing these services. Accordingly, the value of the facilities has
been reported as an increase in untestricted net assets and has been capitalized and depreciated

The cost of property and equipment purchased with Bureau of Behavioral Health & Healih Facilities
grant funds and related accumulated depreciation was $281,402 and $74,452, respectively, at Tune 30,
2011, and $281,402 and $62,555, respectively, at June 30, 2010.

3-DEBT

As of Tune 30, 2011, the Company had $150,000 available on a line of credit, which is secured by
certificates of deposits The line bears interest at 3.0% and matures April 2014.

4 - RETTREMENT PLAN

The Center has a profit sharing plan (the Plan) covering virtually all of its employees. The Center’s
annual discretionary contribution is determined by the Board of Directors in an amount not to exceed 5.5%
of participants’ compensation. Retirement expense for the years ended June 30, 2011 and 2010, was
$84,917 and $89,614, respectively.

5 - THIRD-PARTY TRANSACTIONS AND ECONOMIC DEPENDENCY

The Center has agreements with Medicaid and Medicare that provide for payments to the Center at
predetermined amounts that differ from its standard rates. The ability of the Center to receive future
payments from Medicaid depends on legislation enacted and resources available to the State of West
Virginia Revenue recognized from patient services during the years ended June 30,2011 and 2010, is as
follows:



LOGAN-MINGO AREA MENTAL HEALTH, INC

NOTES 10 FINANCIAL STATEMENTS
(Contimued)

5 - THIRD-PARTY TRANSACTIONS AND ECONOMIC DEPENDENCY (Continued)

2011 2010

Gross patient revenue: _ _

Medicaid 0§ 604,604 § 656,009

Medicaid waiver 2,789,187 2,766,595

Private pay 1,008,897 959,195

Insurance and other 382.118 423753

Total 4,784,806 4,805,552
Less contractual adjustments and charity care 1,020,733 1.144.905

Net patient revenue $ 3764073 §  3.660,647

6 - CONCENTRATIONS

Financial instruments which potentially expose the Center to significant concentrations of credit risk
consist of cash and cash equivalents, certificates of deposit, and accounts receivable.

To limit concentration of credit risk associated with cash and cash equivalents and certificates of
deposit, the Center places its cash with high quality financial institutions. At times, the balances in such
institutions may exceed amounts covered by FDIC insurance Those amounts in excess of FDIC insurance
are collateralized by bonds in the Center’s name, which are held by a third party The Center receives
payments for services from Medicaid, Medicare, private payors, and certain governmental agencies. The
ability of these parties to honor their obligations is partially dependent upon the economic condition of the
State of West Virginia. The Center provides allowances fot potential losses, which, when realized, have
been within the range of management's expectations.

7 - LEASES
The Center leases certain facilities and equipment under non-cancellable operating leases expiring in
various years through 2015, Rental expense for operating leases was approximately $13,229 and $19,044

for the years ended Tune 30, 2011 and 2010, respectively.

The minimum future lease obligations under the various operating leases are as follows:

2012 $ 17,874
2013 17,051
2014 8,003
2015 1,808

3 44,736



10

LOGAN-MINGO AREA MENTAL HEALTH, INC

NOTES TO FINANCIAL STATEMENTS
(Continued)

8 - FUNCTIONAL EXPENSES

The Center provides mental health services to mentally ilt and developmentally delayed individuals
and substance abuse services in Logan and Mingo Counties in West Virginia. Expenses related to
providing these services for the years ended June 30, 2011 and 2010, are as follows: -

2011 20190
Health care services $ 5541895 § 5,536,367
General and administrative 764,874 784,537

3 6306769 § 6340904

9 - NEW ACCOUNIING PRONOUNCEMENTS

In August 2010, the Financial Accounting Standards Board issued Accounting Standards Update
(ASU) 2010-23, Health Care Entities — Measuring Charity Care for Disclosure. The ASU, which is
effective for the Center’s fiscal year ending Tune 30, 2012, will tequire health care entities to measure and
disclose charity based on the costs of providing such care. The use of a revenue measurement in disclosing
charity care is eliminated. The effect of implementing this ASU on the Center’s disclosure of charity care
amounts has not been determined.

In Tuly 201 1, Accounting Standards Update (ASU) 2011-07, Presentation and Disclosure for Patient
Service Revenue, Provision for Bad Debts, and the Allowance for Doubtful Accounts for Certain Health
Care Entities was issued. The ASU is effective for the Center’s fiscal year ending June 30, 2013, and will
require certain health care entities to present the provision for bad debts related to patient service revenue
as a deduction from patient service revenue, net of contractual adjustments and discounts, on their
statement of activitics. The ASU specifically affects heath care entities that recognize significant amounts
of patient service revenue at the time the services are rendered even though they do not assess the patient’s
ability to pay. The ASU also requires enhanced disclosure about health care entities’ policies for
recognizing revenue and assessing bad debis as well as qualitative and quantitative information about
changes in the allowance for doubtful accounts The effect of implementing the ASU on the Center’s
statement of activity and disclosure of patient services revenue has not been determined.
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LOGAN MINGO AREA MENTAL HEALTH, INC.

SCHEDULE OF BHHF FUNDED FIXED ASSETS

June 30, 2011
Date
Description Acquired Cost Program
Breathalyzers ©08/19/98 1,040 Substance Abuse
Desk 06/30/99 1,227 Substance Abuse
Passport Paging System 06/30/99 500 Substance Abuse
True Colors Training Kit 06/30/99 712 Substance Abuse
Desk 08/01/99 435 Substance Abuse
Computer Station 08/01/99 320 Substance Abuse
National Desk Station 09/27/99 1,115 Substance Abuse
Vinyl Chairs 04/17/00 344 Substance Abuse
Rectangular Table 06/23/00 360 Substance Abuse
Compac Laptop 09/08/00 1,160 Substance Abuse
Hewleit Packard Pavillion PC 11/01/00 . 998 Substance Abuse
Hewlett Packard PCs 12/06/00 3,192 Substance Abuse
Hewlett Packard PCs 01/09/01 1,396 Substance Abuse
Hewlett Packard PCs 01/09/01 798 Substance Abuse
PowerHouse Shredder 03/13/01 600 Substance Abuse
Pavillion Computer 07/16/01 898 Substance Abuse
Pavillion Computer 08/30/01 2,694 Substance Abuse
Hewlett Packard Computers 06/18/02 2,672 Substance Abuse
Compac Presario Computer 10/31/02 769 Substance Abuse
HP Computer 10/09/03 528 Substance Abuse
PC Tower & Hardware 10/16/03 887 Substance Abuse
Office Chairs/FUTURES 04/14/04 750 Substance Abuse
Dishwasher/FUTURES 04/22/04 3,815 Substance Abuse
Dorm Beds/FUTURES 05/20/04 1,378 Substance Abuse
Table & Benches/FUTURES 05/21/04 1,358 Substance Abuse
Powerpoint Projector 05/28/04 399 Substance Abuse
Chairs/FUTURES 06/02/04 996 Substance Abuse
Sofa/FUTURES 06/02/04 439 Substance Abuse
Dressets/FUTURES 06/02/04 1,620 Substance Abuse
Desk/FUTURES 06/02/04 1,261 Substance Abuse
Desk/FUTURES 06/02/04 1,218 Substance Abuse
Office Chairs/FUTURES 06/62/04 636 Substance Abuse
Tables/FUTURES 06/02/04 575 Substance Abuse
Chairs/FUTURES 06/02/04 2,752 Substance Abuse
Dell Laptop 06/03/04 1,913 Substance Abuse

(Continued)



LOGAN MINGO AREA MENTAL HEALTH, INC.

SCHEDULE OF BHHF FUNDED FIXED ASSETS

{Continued)
June 30, 2011
Date
Description Acquired Cost Program
Chairs/EUTURES 06/08/04 792 Substance Abuse
Compac Presario 06/21/04 740 Substance Abuse
Compac Presario 06/21/04 740 Substance Abuse
Compac Presario/FUTURES 06/21/04 740 Substance Abuse
Compac Presario/FUTURES 06/21/04 740 Substance Abuse
Cabinets/FUTURES 06/22/04 412 Substance Abuse
Mouthpiece Sensors 06/23/04 2,523 Substance Abuse
Mattresses for FUTURES 06/23/04 893 Substance Abuse
TV/VCR/Intercom/FUTURES 07/09/04 2,526 Substance Abuse
Exercise Equipment/FUTURES - 07/27/04 705 Substance Abuse
ASI Program/FUTURES 08/23/04 550 Substance Abuse
Computer/EUTURES 08/25/04 498 Substance Abuse
LCD Monitor 02/09/05 400 Substance Abuse
Pool Table/FUTURES 02/09/05 475 Substance Abuse
Desktop Computer 03/07/05 343 Substance Abuse
Compressor 04/25/05 1,098 Substance Abuse
13' Floot Buffer/FUTURES 04/29/05 765 Substance Abuse
Desk Chairs/FUTURES 05/12/05 558 Substance Abuse
Cooling Tower 09/30/09 42,895 Substance Abuse
Sewage Treaiment Plant 10/31/09 118,021 Substance Abuse
HVAC - Chattaroy 04/30/10 62,683 Substance Abuse

B 281402

See Independent Auditor's Report.
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LOGAN MINGO AREA MENTAL HEALTH, INC

OFFICE OF BEHAVORIAL HEALTH SERVICES
SCHEDULE OF STANDARDIZED FINANCIAL STATEMENTS - BALANCE SHEET
FOR COMPREHENSIVE AND MR/DD FACILITIES
ACCRUAI BASIS

June 30, 2011

Year Ended June 30, 2011

CURRENT ASSETS

1 Cash 177,936
2. Short-term investments 388,861
3. Accounts receivable - OBHS 219,564
4 Accounts receivable - Client 30,821
5. Accounts receivable - Medicaid 109,368
6.  Accounts receivable - Medicaid MR/DD Waiver 213,858
7.  Accounts receivable - Other 30,616
8. Inveniory -
9. Prepaid/Other 13,845
10. TOTAL CURRENT ASSEIS 1,184,869
(Total of lines 1-9)
NON-CURRENT ASSETS:
FIXED ASSETS
11. Property, land, and equipment - OBHS 2,619,084
12 Less accumulated depreciation (1,990,073
13.  Property, land, and equipment - Other 891,726
14. Less accumulated depreciation {482,284)
15 Total property, land, and equipment (NET) 1,038,453
OTHER NON-CURRENT ASSETS

16. Long-term investments 340,264
17  Other -
18, TOTAIL ASSETS 2,563,586

(Total of lines 10, 15, 16, and 17)

(Continued)



LOGAN MINGO AREA MENTAL HEALTH, INC

OFFICE OF BEHAVORIAL HEALTH SERVICES

15

SCHEDULE OF STANDARDIZED FINANCIAL STATEMENTS - BALANCE SHEET

FOR COMPREHENSIVE AND MR/DD FACILITIES

LIABILITIES:

i9.
20.

20a,

CURRENT LIABILITIES
Accounts payable

Taxes payable

Provider taxes payable

ACCRUAL BASIS
{Continued)

Tune 30, 2011

21. Line of credit - payable
22, Short-term notes payable
23,  Accrued expenses
24, Other curtent liabilities
25 TOTAL CURRENI LIABILITIES
(Total of lines 19 through 24)
LONG-TERM LIABILITIES
26. Long-term notes payable
27. Other long-term Liabilities
28. TOTAL LIABILITIES
(Total of lines 25, 26, and 27)
NET ASSETS
29, Unrestricted net assefs
30. Tempourarily restricted net assets
31. Permanently restricted net assets
32. TOTAIL LIABILITIES AND NET ASSETIS

(Total of lines 28 through 31)

See Independent Auditor's Report.

26,044
8,675

325,290

~ 360,009

360,009

2,203,577

2,563,586




LOGAN MINGO AREA MENTAL HEALTH, INC.

OFFICE OF BEHAVORIAL HEALTH SERVICES
SCHEDULE OF STANDARDIZED FINANCIAL STATEMENTS -
STATEMENT OF ACTIVITY
FOR COMPREHENSIVE AND MR/DD FACILITIES
ACCRUAL BASIS

Year Ended June 30, 2011

REVENUE AND SUPPORT;

1.

Ia
1b.
lc.
id.
le.
1f.
lg.
1h.
1i

1j.

12
13,
14

15.

Charity care

Charity care - Account 4311.1

Charity care - Account 4311.2

Charity care - Account 4312.1

Charity care -~ Account 4312.2

Charity care - Account 4314.1

Charity care - Account 43142

Charity care - Account 4315.1

Contractual write-off charity - Account 4337 1
Chatity care revenue - Account 4329
Support/alternative svcs. rev. - Accolint 4358

Total (should equal zero)

Gross client service revenue
Contractual adjustments (target finds)
Contractual adjustments (non-target finds)

Net client service revenue

Medicaid (target funds)

Medicaid (non-target funds)

Medicaid MR/DD waiver {non-target funds)
ICF/MR (non-target funds)

Private pay (non-target funds)

Private pay (OBHS target funds)

Private pay (OBHS non-target funds)

Other client service revenue (target funds)
Other client service revenue (non-target funds)
Total net client service revenue

(Line 11 must agree with line 5)

OBHS support
Other/public support
Other

TOTAL REVENUE AND SUPPORT
(Total of line 11 through line 14)

16

$ -
227,559
110,546

86,827
91,251
50,169
151,820
(668,003)

(50,16%9)

4,059,569
(295,496)

3,764,073
417,809
2,787,823

290,723

43,750
223,968

3,764,073

2,374,438
43,620
52,3%6

6,234,527

(Continued)



LOGAN MINGO AREA MENTAL HEALTH, INC.

OFFICE OF BEHAVORIAL HEALTH SERVICES
SCHEDULE OF STANDARDIZED FINANCIAL STATEMENTS -
STATEMENT OF ACTIVITY
FOR COMPREHENSIVE AND MR/DD FACILITIES

EXPENSES:
16. Salaries
17.  Fringe benefits
18  Contractual services
19 Provider tax
19a. Bad debts
19b. Bad debts (BHHF target funds)
19¢. Bad debts (BHHF non-target funds)
20  Depreciation expense
21.  Other expenses
22 TOTAL EXPENSES
{Total of line 16 through line 21)
23 NET INCOME LOSS

(Line 15 minus line 22)

See Independent Auditor's Report.

ACCRUAL BASIS
{Continued)

Year Ended June 30, 2011

17

8 3,198,787
1,043,749
1,264,663

78,064
34,590

101,930
584,986

6,306,769

$ (72,242)
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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

The Board of Directors
Logan-Mingo Area Mental Health, Inc.
Logan, West Virginia

We have audited the financial statements of Logan-Mingo Area Mental Health, Inc. (the Center) as of and
for the year ended Tune 30,2011, and have issued our report thereon dated December 1,2011. 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

Internal Control Over Financial Reporting

Management of the Center is responsible for establishing and maintaining effective internal control over
financial reporting. In planning and performing our audit, we considered the Center’s internal control over
financial reporting as a basis for designing our auditing procedures 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
Center’s internal control over financial reporting, Accordingly, we do not express an opinion on the
effectiveness of the Center’s internal control over financial reporting.

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 fimctions, to prevent, or detect
and correct misstatements on a timely basis. A material weakness is a deficiency, or a combination of
deficiencies, in internal control such that there is a reasonable possibility that a material misstatement of the
entity's financial statements will not be prevented, or detected and corrected on a timely basis.

Qur consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over financial
reporting that might be deficiencies, significant deficiencies, or material weaknesses. We did not identify any
deficiencies in internal control over financial reporting that we consider to be material weaknesses, as defined
above. However, we identified a deficiency in internal control over financial reporting, described in the
accompanying Schedule of Findings and Responses as item 2011-1, to be a significant deficiency in internal
control over financial reporting. A significant deficiency is a deficiency, or combination of deficiencies, in
internal control that is less severe than a material weakness, yet important enough to metit attention by those
charged with governance.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Center’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regunlations,
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 owr tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

We noted certain matters that we reported to management of the Center in a separate letter dated December
1,2011" o o - . \ o

The Center’s response to the finding identified in onr audit is described in the accompanying schedule of
findings and responses. We did not audit the Center’s response and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of the Board of Directors, management, and
federal awarding agencies and pass-through entities and is not intended to be and should not be used by anyone
other than these specified parties

4M } famrnst pc.

December 1, 2011
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LOGAN-MINGO AREA MENTAL HEALTH, INC.
SCHEDULE OF FINDINGS AND RESPONSES

Year Ended June 30, 2011

2011-1 Suboxone Revenue Reconciliation
Condition:

Currently, the Center does not have a process to ensure that all cash received from Suboxone treatments is
properly deposited into the bank and recorded as revenue in the general ledger.

Criteria:

A basic premise of internal control is that cash collections should be reviewed and reconciled by someone other
than an employee who handles cash receipts, and teview procedures should be designed to detect material
misstatements in the financial statements as well as misappropriation of assets.

Effect:

Error or fraud could occur and not be detected in a timely manner.

Cause;

Al cash received for Suboxone treatments is collected by a single employee and there is currently no process
established to reconcile the number of treatments to the amount of revenue recorded in the accounting records.

Recommendation:

We recommend that the Center establish a mechanism for tracking the number of Suboxone patients treated by
the doctor and regularty reconcile this data to the amount of revenue reported in the Center’s general ledger.
Any significant variances in the reconciliation process should be investigated and resolved immediately.

Management’s Response:

The Center has implemented policics and procedutes to ensure that the payments received by the
administrative clerk for Suboxone treatment are reconciled with the number of patients that the Center’s
physician treats each week Any discrepancies will be reconciled with the administrative cletk, Suboxone
treatment staff, and another member of management



