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Joel D. Collum, Jr.

Certified Public Accountant

INDEPENDENT AUDITOR'S REPORT

To the Board of Trustees of
Samaritan Recovery Community, Inc.
Nashville, Tennessee

I have audited the accompanying statement of financial position of Samaritan Recovery
Community, Inc., as of June 30, 2012, and the related statement of activities, functional expenses,
and cash flows for the year then ended. These financial statements are the responsibility of the
Organization’s management. My responsibility is to express an opinion on these financial
statements based on my audit.

I conducted my 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 I
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. 1 believe that my audit provides a
reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Samaritan Recovery Community, 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 principles
generally accepted in the United States of America.

In accordance with Government Auditing Standards , 1 have also issued my report dated November
9, 2012 on my consideration of Samaritan Recovery Community, Inc.’s internal control over
financial reporting and on my 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 my 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 reporting 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 my audit.

P.O. Box 291561 ¢ Nashville, Tennessee 37229 » 615.974.2918 * joelcollumcpa@yahco.com



My audit was conducted for the purpose of forming an opinion on the basic financial statements of
Samaritan Recovery Community, Inc. taken as a whole. The accompanying schedule of
expenditures of grant awards and government contracts 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 my opinion, the information is fairly stated
in all material respects in relation to the financial statements as a whole.

(}Mw. my CIH

November 9, 2012



SAMARITAN RECOVERY COMMUNITY, INC.
STATEMENT OF FINANCIAL POSITION

JUNE 30, 2012
ASSETS
Current Assets:
Cash $ 760,260
Investments 601,618
Accounts receivable 45,060
Prepaid expenses and other 13,461
Total Current Assets 1,420,399
Property and Equipment:
Property and equipment, at cost,
net of accumulated depreciation 1,407,592
Other Assets:
Utility deposits 1,184
Restricted deposits 2,475
Total Other Assets 3,659
Total Assets S 2,831,650
LIABILITIES AND NET ASSETS
Current Liabilities
Accounts payable $ 7,158
Accrued expenses 75,520
Total Current Liabilities 82,678
Net Assets
Unrestricted 2,748,972
Total Net Assets 2,748,972
Total Liabilities and Net Assets $ 2,831,650

The accompanying notes are an integral part of these financial statements.
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SAMARITAN RECOVERY COMMUNITY, INC.
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2012

Support and Revenue:
Government grants
Government contracts
United Way
Program service fees
Managed care providers
Contributions
Rents
Special events
Sales to public
Investment income
Other

Total Support and Revenue

Expenses:
Program services:
Intensive Residential
Transitional Living
MIDAS
Supportive Housing
Non-Residential Programs
Management and general
Shelby Court

Total expenses
Change in net assets
Net assets - beginning of vear

Net assets - end of year

The accompanying notes are an integral part of these financial statements.
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Temporarily
Unrestricted  Restricted Total
$ 934085 § - $ 934,085
492,098 - 492,098
118,008 - 118,008
250,270 - 250,270
35,084 - 35,084
12,333 - 12,333
74,419 - 74,419
1,615 - 1,615
1,732 - 1,732
15,620 - 15,620
2,520 - 2,520
1,937,784 - 1,937,784
596,729 - 596,729
545,606 - 545,606
211,302 - 211,302
201,746 - 201,746
104,926 - 104,926
229,031 - 229,031
67,008 - 67,008
1,956,348 - 1,956,348
(18,564) - (18,564)
2,767,536 - 2,767,536
$2,748972 % - $ 2,748,972
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SAMARITAN RECOVERY COMMUNITY, INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2012

CASH FLOWS FROM OPERATING ACTIVITIES
Change in Net Assets $

Adjustments to reconcile change in net assets to net
cash provided (used) by operating activities:
Depreciation
(Gain) loss on investments

{(Increase) decrease in:
Grants receivable
Accounts receivable
Interest receivable
Prepaid expenses and other current assets
Restricted deposit

Increase (decrease) in:
Accounts payable
Accrued expenses

(18,564)

92,840
(5,606)

67,385
1,881
8,422

129
600

(4,694)
4,093

Net Cash Used by Operating Activities

146,486

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property and equipment
Proceeds from the redemption of CD's
Purchase of investments

Proceeds from the sale of investments

(40,340)
692,863
(612,155)

16,143

Net Cash Used by Investing Activities

56,511

CASH FLOWS FROM FINANCING ACTIVITIES

Net Cash Used by Investing Activities

Net Increase (Decrease) in Cash

Cash - Beginning of Year

202,997

557,263

Cash - End of Year 3

760,260

The accompanying notes are an integral part of these financial statements.
-6-



SAMARITAN RECOVERY COMMUNITY, INC.
.NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Organization and Purpose:

Samaritan Recovery Community, Inc. (the Organization), a non-profit organization, is involved in
the treatment of chemical dependency (alcohol and drug addition). All programs are conducted on-
premises except for supportive housing and the out-patient program.

Basis of Accounting:

A significant part of the Samaritan Recovery Community Inc.'s support is derived from
government grants and contracts. Contributions by grantors for specific purposes are reported as
support in the period a liability is incurred for expenditures in compliance with specific grant
requirements. Such amounts received but not yet recognized are reported as deferred revenue.
Contributions received are recorded as unrestricted, temporarily restricted, or permanently
restricted support, depending on the existence and/or nature of any donor 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. All other donor-
restricted support is reported as an increase in temporarily or permanently restricted net assets,
depending on the nature of the restriction. When a restriction expires (that is, when a stipulated
time restriction ends or purpose restriction is accomplished), temporarily restricted net assets are
reclassified to unrestricted net assets and reported in the statement of activities as net assets
released from restrictions.

Basis of Presentation:

The accompanying financial statements have been prepared on the accrual basis of accounting in
accordance with U.S. generally accepted accounting principles. Financial statement presentation
follows the requirements of the Financial Accounting Standards Board (FASB) Accounting
Standards Codification Topic related to Presentation of Financial Statements of Not-for-Profit
Organizations. Under the FASB Accounting Standards Codification, the Organization 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.

Unrestricted net assets - Net assets that are not subject to donor-imposed

Temporarily restricted net assets - Net assets subject to donor-imposed
stipulations that may or will be met, either by actions of the Organization
and/or the passage of time. When a restriction expires, temporarily
restricted net assets are reclassified to unrestricted net assets and reported in
the statement of activities as net assets released from restrictions. The
Organization currently has no temporarily restricted net assets.



SAMARITAN RECOVERY COMMUNITY, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Permanently restricted net assets - Net assets subject to donor-imposed
stipulations that may be maintained permanently by the Organization.
Generally donors of these assets permit the Organization to use all or part of
the income earned for general or specific purposes. The Organization
currently has no permanently restricted net assets.

Functional Allocation of Expenses:

The costs of providing the various programs and other activities have been summarized on .a
functional basis in the statement of activities. Accordingly, certain costs have been allocated
among the programs and supporting services benefited.

Estimates:

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

Cash Equivalents:

For purposes of the statement of cash flows, the Organization considers all highly liquid
investments with an original maturity of three months of less to be cash equivalents.

Property and Equipment:

The Organization follows the practice of capitalizing, at cost, all expenditures for property and
equipment in excess of $500. Property and equipment is recorded at cost at the date of purchase.
Donated property and equipment are recorded at their fair value at the date of the donation.
Certain property and equipment have been purchased in part or in full with grant funds, and to
that extent, The State of Tennessee retains a reversionary interest in these assets in the event of
their disposition. Depreciation is calculated by the straight-line method over the useful lives of
the respective assets as follows:

Land improvements 5 years
Buildings 6 -31.5 years
Vehicles 5 years
Furniture and equipment 5-12 years

Accounts receivable and allowance for doubtful accounts:
It is the policy of the Organization to record accounts receivable when the amount becomes

known. Management considers all receivables as of June 30, 2012 to be fully collectible;
accordingly, no allowance for doubtful accounts is required.

-8-



SAMARITAN RECOVERY COMMUNITY, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2012

FEDERAL INCOME TAX STATUS

The Organization has been determined by the Internal Revenue Service to be exempt from federal
income tax under section 501 (c)(3) of the Internal Revenue Code and is classified as other than a
private foundation. Accordingly, the financial statements do not reflect a provision for income
taxes.

FUNDING AND CONCENTRATION

The Organization receives a major portion of the funds that it uses to conduct its programs from
Tennessee Department of Mental Health and Developmental Disabilities grants and contracts and
the United Way of Metropolitan Nashville. A major reduction of funds from one of the grants or
contracts, should this occur, would have a material effect on the programs and the financial
position of the Organization.

PROPERTY AND EQUIPMENT
Land and improvements $ 497,480
Buildings 2,059,840
Vehicles 86,387
Furniture and equipment 265,445
2,909,152
Less: Accumulated (1,501,560)
3 140750
Depreciation for the year $ 92840
MANAGEMENT AGREEMENT

The Organization entered into a management agreement with Xebec Management, Inc. effective
December 1, 2010 for the management of the Organization. The management fee is computed
based on a percentage of monthly net revenues. The management fee for the year was $220,136.

EMPLOYEE COSTS

Included in the management agreement is an employee leasing agreement for all of the employees
of the Organization. The Organization reimburses the management company the actual cost of the
of the payroll plus a minor service fee. The costs of salaries, payroll taxes and other benefits are
shown in the financials as though they were paid directly by the Organization.

The leasing arrangement includes a 401(k) plan for all eligible Organization employees.
Employees may contribute up to 15% of their compensation and the Organization will contribute
one dollar for every dollar of employee contributions up to 5% of the employee's salary.
Employer contributions vest periodically based on length of participation in the plan. The total
expense for the year under this plan was $16,707.

9-



SAMARITAN RECOVERY COMMUNITY, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2012

CONCENTRATION OF CREDIT RISK

The Organization maintains accounts at four commercial banks. At June 30, 2012, the excess
over the Federal Deposit Insurance Corporation amount of $250,000 was $50,768, Management
considers the risk to be minimal.

FAIR VALUES OF FINANCIAL INSTRUMENTS

The following methods and assumptions were used by the Organization in estimating its fair
value disclosures for financial instruments:

Cash, cash equivalents, certificates of deposit, receivables, prepaids, payables and accruals:
The carrying amounts reported in the statement of financial position approximate fair
values because of the short maturities of those instruments.

COMMITMENTS

The Organization leases three buildings that are used in its Supportive Housing program on a
month to month basis for $8,884 per month.

The Organization has a 36 month lease for office equipment. The lease began on January 28,
2011 and will expire January 28, 2014. The lease has a fixed payment of $224 per month.

The Organization has a 60 month lease for office equipment. The lease began on February 9,
2010 and will expire on February 9, 2015. The lease has a fixed payment of $116 per month.

The total rent paid on the building leases for the year ended June 30, 2012 amounted to $103,872.

The total rent paid on the office equipment leases for the year ended June 30, 2012 amounted to
$4,079.

Future minimum rental payments required are as follows:

Year ended
June 30, Amount
2013 $ 4,079
2014 3,181
2015 924
2016 -
2017 -
Total 3 8,184

-10-
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SAMARITAN RECOVERY COMMUNITY, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2012

CONCENTRATION

The Organization receives support from the Tennessee Department of Mental Health under one
grant agreement and four contracts. This represents approximately 73.6% of the Organization's
total support and revenue.

UNCERTAINTY IN INCOME TAXES

Accounting principals generally accepted in the United States of America require the
Organization's management to evaluate tax positions taken by the Organization and recognize a
tax liability (or asset) if the Organization has taken an uncertain tax position that more likely than
not would not be sustained upon examination by the Internal Revenue Service. The
Organization's Executive Director has analyzed tax positions taken and has concluded that as of
June 30, 2012, there are no uncertain positions taken or expected to be taken that would require
recognition of a liability (or asset) or disclosure in the financial statements. The Organization is
subject to routine audits by taxing jurisdictions; however the Organization's management believes
that it is not longer subject to income tax examinations for years prior to June 30, 2009.

INVESTMENTS

Investment securities are carried at fair value based on quoted prices in active markets (all Level
1) and consist of the following at June 30, 2012:

Cost Fair Value
Municipal Bonds h 25,015 $ 25122
Corporate Bonds 83,605 82,535
Mutual Funds - Equity 390,428 396,340
Mutual Funds - Balanced Funds 10,000 9,792
Preferred Stock 12,515 13,570
Common Stock 35,641 37,831
Alternative Investments 37,944 36,428

$ 595,148 $ 601,618

Total investment gain (loss) relating to marketable securities and instruments consist of the
following:

Dividend income $ 4,262
Interest income 5,752
Realized gain (loss) 583
Unrealized gain (loss) 5,023

$ 15,620

-11-
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SAMARITAN RECOVERY COMMUNITY, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2012

FAIR VALUE MEASUREMENTS
The Organization's investments are reported at fair value in the accompanying statement of net

Fair Value Measurements at June 30, 2012 Using

Quoted Prices
In Active Significant

Markets for Other Significant

Identical Observable  Unobservable

Assets Inputs Inputs
Fair Value (Level 1) (Level 2) (Level 3)

Municipal Bonds § 25122 § 25,122 $ - $ -
Corporate Bonds 82,535 82,535 - -
Mutual Funds - Equity 396,340 396,340 - -
Mutual Funds - Bal Fnd 9,792 9,792 - -
Preferred Stock , 13,570 13,570 - -
Common Stock 37.831 37,831 - -
Alternative Investments 36,428 36,428 - -
$ 601,618 $ 601,618 $ - $ -

The Financial Accounting Standards Board (FASB) Accounting Standards Codification Topic
related to Fair Value Measurements, establishes a fair value hierarchy that prioritizes the inputs
to valuation techniques used to measure fair value. This hierarchy consists of three broad levels:
Level 1 inputs consist of unadjusted quoted prices in active markets for identical assets and have
the highest priority, Level 2 inputs consist of observable inputs other than quoted prices for
identical assets, and Level 3 inputs are unobservable and have the lowest priority. The
Organization uses the appropriate valuation techniques based on the available inputs to measure
the fair value of its investments. When available, the Organization measures fair value using
Level 1 inputs because they provide the most reliable evidence of fair value. Level 3 inputs were
only used when Level 1 or Level 2 inputs were not available.

Level 1 Fair Value Measurements - The fair value of the investments are based the closing price
reported on the active market where the securities are traded.

Level 2 Fair Value Measurements - The fair value of the investments are based on inputs other
than quoted prices within Level 1 that are observable for the asset, either directly, or indirectly.

Level 3 Fair Value Measurements - The fair value of the investments are based on at least one
significant unobservable input.

SUBSEQUENT EVENTS

Subsequent events have been evaluated through November 9, 2012 which is the date the financial
statements were available to be issued.

-12-



lﬂ—.l

SI0% 9PTLL 1€2°€L - 8609T # uosipg T10T/0E/9 - THOT/T/L YN QANBIOQRI[O7) JUSUIEDL]T, e
Aunwwo)y ddOd TeuaA Jo msunreday asssouua],
- - 9G8°L 968'L 00-810€E11-dd 1T0Z/0E/9 - 010Z/1/L VIN SAHEIOqBI[O]) JUSUNEAL], YiresH
Aunuwuo? JdO€H [elIalA JO jusunreda 9852UU],
- 1€5°€ 1£8°€ - 66097 # nosIpy T10T/08/9 - T10T/1/L VIN jusuneal],
JAPUIQ) UoRqOIJ
pastazadng yusBipu] 10§
JUAWIRALY, UOTIIPPY e
Fnag pue joyooy e1uaTA] Jo Juswupreda(] 29s50ULR ],
8LLYE 08L°1LE 800°LEE - 8TLET # HOSIPH Z10Z/08/9 - TI10T/T/L VIN jusunesl], uonRIppY e
Snaqy pue joyooy [RIuaA 3O Jsunaeda(] s0ssouua ],
- - $ 0£TDE 0§ OECOE  § 00-L¥01€TI-dd TT0Z/0€/9 - GLOT/T/L VIN jugmieal], UONIIPPY YIeaH
Sy pue [oyodY [BIUAIA] JO Juswpedac] s9ssouua ],
SI0BIUO,) JUSUWIUIFA0T)
- $ c80'vE6 $ OLKTODT$ 68€°L9 § Spremy 9185 210,
- 58046 <g0're6 - SPYSETiaD C10T/08/9 - 1T0T/1/L VIN WEIZ0I] 218 YieaH
' JO wnnupuoy) npy [eIUaTA JO usuedac] 99sssuus
- $ - $ SBELO 0§ <yE9 % £E8TETIAD 1TOZ/0E/9 - OT0T/T/L VIN RIn) 207 $991AILS qiesH
ISTIQY BNI(T PUE [OYOI| Y [eluaiy Jo jusunteda(] sassouua ],
SPIERY SIS
Z10Z/05/9  saannpuadxy sydioooy] 110T/0€/9 J9qUINN poliag FQUANN oueN werdold fousdy
a[qeAIadY a[aeAIeIYYy 10U JuBID V1D

ZT0T "0 ANNT GAANA AVAXA AL 04

SLIOVHINOD INHIWNHIAOD ANV STHVAY INVID 40 STINLIANAIXA 40 A INAAHIS
"ONI ‘ALINDIATNOD ATTAODTA NVILRIVIAVS



lwﬁl

-wodar sJonpne Juapusdapul 3y3 998 osealg

8RL0F $ 889°ILF & 9RTTLY § 98ETv  § SIORIUOD JISUWILISACD) [B10],
- Sel GEl - : SIORINIO) SNOAUB[[I0SIUI IO
S66°1 06681 £66°91 - 656¥ECI-dd ZI0T/0E/9 - T10T/T/L VIN wesFold e

KI2A009Y SUOLIPPY {EpuapA Jo justupedoc] 0assauua ],

- - 00E’E 00ge [L6E€T1-dA 110T/0£/9 - O10T/1/L VIN wBIgos ] yiesH
AI9A009Y] SUOHIPPY e1uaA] JO juawiteda(] aassauu |,
(penugiuo))
TSI0BIIU0,) JUSIIIZAOL)
Z10z/06/9  samypuadxsg sidiaoay 1107/05/9 Joquinpn pold RquinN oswen wetdorg KouaBy
I[GRAIDY o]qeAlaDay PBIIOY flichly} vadD

107 "0€ ANNC FHANT OVIA THL 04
AANNIINOD - SLOVALNOD INTHANTAAOD ANV SMUVAY INVID 4O STANLIANIIXT 40 ATAATHIS
"ONI ‘ALINNATAOD AYFAODTH NVIIIVIAVS



SAMARITAN RECOVERY COMMUNITY, INC.
NOTES TO THE SCHEDULE OF EXPENDITURES OF GRANT AWARDS AND
GOVERNMENT CONTRACTS
JUNE 30, 2012

NOTE A - BASIS OF PRESENTSTION

The accompanying schedule of expenditures of grant awards and government contracts summarizes
the expenditures of the Organization under grants and contracts of the state government for the year
ended June 30, 2012. The schedule is presented on the accrual basis of accounting. Some amounts
may differ from amounts presented in, or used in the preparation of, the basic financial statements.
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Joel _I; Collum, Jr.

Certified Public Accountant

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

To the Board of Trustees of
Samaritan Recovery Community, Inc.
Nashville, Tennessee

I have audited the financial statements of Samaritan Recovery Community, Inc. as of and for the year ended
June 30, 2012, and have issued my report thereon dated November 9, 2012. I conducted my 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 Samaritan Recovery Community, Inc. is responsible for establishing and maintaining effective
internal control over financial reporting. In planning and performing my audit, I considered Samaritan Recovery
Community, Inc.’s internal control over financial reporting as a basis for designing my auditing procedures for
the purpose of expressing my opinion on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of Samaritan Recovery Community, Inc.'s internal control over financial reporting.
Accordingly, I do not express an opinion on the effectiveness of Samaritan Recovery Community, Inc.'s internal
controt 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 functions, to prevent, or detect and correct
misstatements on a timely basis. A marerial 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.

My consideration of the 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. I did not identify any
deficiencies in internal control over financial reporting that 1 consider to be material weaknesses, as defined
above. However, I identified a certain deficiency in internal control over financial reporting, described in the
accompanying schedule of findings and responses that I consider to be a significant deficiency in internal
control over financial reporting. The significant deficiency is described in the accompanying schedule of
findings and responses as item 12-01. A significant deficiency is a deficiency, or a combination of deficiencies,
in internal control that is less severe than a material weakness, yet important enough to merit attention by those
charged with governance.

-16-

P.O. Box 291561 * Nashville, Tennessee 37229 ¢ 615.974.2918 * joelcollumcpa@yahoo.com



Compliance and Other Matters

As part of obtaining reasonable assurance about whether Samaritan Recovery Community, Inc.’s financial
statements are free of material misstatement, I 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 my audit, and accordingly, I do not express such an opinion. The results of
my tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards .

Samaritan Recovery Community, Inc.'s response to the finding identified in my audit is described in the
accompanying schedule of findings and responses. I did not audit Samaritan Recovery Community, Inc.'s
response and, accordingly, I express no opinion on it.

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

ol 0 G-, -

November 9, 2012
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SAMARITAN RECOVERY COMMUNITY, INC.
SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED JUNE 30, 2012

PART I - SUMMARY OF AUDITORS’ RESULTS

1.  Type of auditors' report issued:
2.  Internal control over financial reporting:
Material weaknesses identified?

Significant deficiencies identified not
considered to be material weaknesses?

3.  Noncompliance material to financial statements noted?

-18-

Ungualified
yes _ X no
_ X yes no
yes _ X no



SAMARITAN RECOVERY COMMUNITY, INC.
SCHEDULE OF FINDINGS AND RESPONSES -CONTINUED
FOR THE YEAR ENDED JUNE 30, 2012

PART II — FINDINGS AND QUESTIONED COST REPORTED IN ACCORDANCE WITH
GENERALLY ACCEPTED GOVERNMENT AUDITING PROCEDURES

Finding - 12-01 - CASH RECEIPTS

Samaritan collects money from clients for rent, assessments and fees. During the test of cash receipts it
was noted that some of the money collected was not deposited in a timely manner.

Recommendation

State law requires that all money be deposited within three business days of receipt. The personnel that
collect money from the clients should be instructed on the importance of getting all money to the
administrative office as soon as it is received so that it can be deposited within three business days.

Management Response

Management concurs with the finding and has instructed all personnel that collect money on the
importance of getting the money to the administrative office as soon as it is received.
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SAMARITAN RECOVERY COMMUNITY, INC.
SCHEDULE OF PRIOR AUDIT FINDINGS

FOR THE YEAR ENDED JUNE 30, 2012

Prior year audit finding 11-01, dealing with depositing money in a timely manner, was corrected during
the year but there were instances of non-compliance prior to the Orgainzation taking corrective action.
Accordingly, this is a repeat finding.
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