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INDEPENDENT AUDITORS' REPORT

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

Report on the Financial Statements

We have audited the accompanying financial statements of Samaritan Recovery Community, Inc. (a
nonprofit organization), which comprise the statement of financial position as of June 30, 20106, and
the related statement 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
incfudes 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.

Auditors' 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 auditors' judgment,
including the assessment of risks of material misstatement of the financial statements, whether due
to fraud or error. In making those risk assessiments, the auditor considers internal control relevant to
the entity'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 entity'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.




Opinion

In our 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, 2016, 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
Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a
whole. The accompanying schedule of expenditures of state awards and government contracts is
presented for the purpose 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 used 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.

Other Reporting Required by Government Auditing Standards

In accordance with Govermment Auditing Standards, we have also issued our report dated
September 16, 2016 on our consideration of Samaritan Recovery Community, [nc.’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 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 in considering Samaritan Recovery Community, Inc.'s internal
control over financial reporting and compliance.

September 16, 2016




SAMARITAN RECOVERY COMMUNITY, INC.
STATEMENT OF FINANCIAL POSITION

JUNE 34, 2016
ASSETS
Current Assets:
Cash
Investments

Accounts receivable
Grants receivable
Prepaid expenses and other

Total Current Assets
Property and Equipment:

Property and equipment, at cost,
net of accumulated depreciation

Total Assets

LIABILITIES AND NET ASSETS

Current Liabilities

Accounts payable
Accrued expenses

Total Current Liabilities

Net Assets
Unrestricted

Total Net Assets

Total Liabilities and Net Assets

The accompanying notes are an integral part of these financial statements.
-5-

$ 130,835
618,406
62,901
72,370

6,246

890,758

1,651,767

8 2,542,525

$ 7,054
72,553

79,607

2,462,918
2,462,918

5 2542505




SAMARITAN RECOVERY COMMUNITY, INC.

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2016

Support and Revenue:
Government grants
Government contracts
Program service fees
Managed care providers
Contributions
Vending
Investment income
Other

Total Support and Revenue

Expenses:

Program services:
Intensive Residential
Transitional Living
Co-Oceurring
Supportive Housing
Non-Residential Programs

Management and general

Total expenses
Change in net assets
Net assets - July 1, 2015

Net assets - June 30, 2016

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

Temporarily
Unrestricted Restricted Total
$ 897,784 § - ¥ 897,784
290,290 - 290,290
244,734 - 244,734
108,848 - 108,848
6,587 - 6,587
5,660 - 5,660
14,861 - 14,861
1,302 - 1,302
1,570,066 - 1,570,066
574,282 - 574,282
495,929 - 495,929
158,025 - 158,025
131,145 - 131,145
77,628 - 77,628
222,618 - 222,618
1,659,627 - 1,659,627
(89,561) - (89,561
2,552,479 - 2,552,479
$2,462,918 % - $ 2,462,918
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SAMARITAN RECOVERY COMMUNITY, INC,
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2016

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
Realized gain on investments
Unrealized loss on investments

(Increase) decrease in:
Grants receivable
Accounts receivable
Prepaid expenses and other current assets

Increase (decrease) in:
Accounts payable
Accrued expenses

(89,561)

110,330
(19,403)
31,151

(11,196)
(43,707)
6,064

1,812
4,322

Net Cash Provided by Operating Activities

(10,188)

CASH FLOWS FROM INVESTING ACTIVITIES

Investments sold
Investments purchased

43,008
(2,439)
(41,059)

Purchase of property and equipment

Net Cash Used by Investing Activities

(400)

Net Decrease in Cash

Cash - July 1, 2015

(10,588)

141,423

Cash -June 30, 2016 §

130,835

The accompanying notes are an integral part of these financial statements.
-8-




SAMARITAN RECOVERY COMMUNITY, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2016

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 addiction). 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 conﬁpliance 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 stipulations.

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.

9.
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SAMARITAN RECOVERY COMMUNITY, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2016

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 Allecation 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 propeity 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 siraight-tine method over the useful lives of the respective assets
as follows:

Land improvements 5 years
Buildings 30 years
Vehicles 5 years
Furniture and equipment 5 years

Accounts reccivable 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, 2016 to be fully collectible; accordingly, no
allowance for doubtful accounts is required.

10~




SAMARITAN RECOVERY COMMUNITY, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2016

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, 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.

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.

The Organization files a U.S. Federal Form 990-Return of Organization Exempf from Income Tax .
The Organization's returns for the years prior to fiscal year ended June 30, 2012 are no longer open
for examination.

The Organization has evaluated its tax positions in accordance with the Codification Standard
relating to Accounting for Uncertainty in Income Taxes. The Organization believes that it has taken
no uncertain tax positions.

FUNDING AND CONCENTRATION

The Organization receives a major portion of the funds that it uses to conduect its programs from the
Tennessee Department of Mental Health and Substance Abuse Service 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 2,591,827
Vehicles 90,399
Furniture and equipment 300,203

3,479,909
Less: Accumulated depreciation (1,828,142)

$ 1,651,767

Depreciation for the year § 110,330

-11-




10.

SAMARITAN RECOVERY COMMUNITY, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2016

MANAGEMENT AGREEMENT

The Organization entered into a2 management agreement with Xebec Management, Inc. on October
10, 1985 for the management of the Organization. On June 25, 2015, the board of trustees approved
another five-year renewal of the agreement that extends the term until December 1, 2020. The
management fee is computed based on a percentage of monthly net revenues. The management fee
for the year was $188,649.

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 employecs.
Employees may contribute up to 15% of their compensation and the Organization will contribute
one dolfar for every doliar 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 $12,490.

CONCENTRATION OF CREDIT RISK

The Organization maintains accounts at one commercial bank., As of June 30, 2016, the
Organizations deposits were fully insured under the Federal Deposit Insurance Corporation limit of
$250,000.

CONCENTRATION

The Organization receives support from the Tennessee Department of Mental Health and
Developmental Disabilities under one grant agreement and four contracts. This represents
approximately 74% of the Organization's total support and revenue.

SUBSEQUENT EVENTS

Subsequent events have been evaluated through September 16, 2016 which is the date the financial
statements were available to be issued.

-12-




SAMARITAN RECOVERY COMMUNITY, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2016

1. COMMITMENTS

The Organization has a 60 month lease for office equipment. The lease began on January 28, 2014
and will expire April 28, 2017. The lease has a fixed payment of $221 per month.

The Organization has a 60 month lease for office equipment. The lease began on March 6, 2015
and will expire on March 6, 2020. The lease has a fixed payment of $90 per month,

Rent paid on the office equipment leases for the year ended June 30, 2015 totaled $3,511

Future minimum rental payments required are as follows:

Year ended
June 30, Amount
2017 3,290
2018 1,080
2019 1,080
2020 810
Total W

12. INVESTMENTS

Investment securities are carried at fair value based upon quoted prices in active markets (all Level
1} and consist of the following at June 30, 2016.

Cost Fair Value

Municipal Bonds 3 57,162 3 57,643
Corporate Bonds 227,388 230,296
Equity Funds - ETFs 196,454 252,629
Mutual Funds - Balanced Funds 27,856 27,277
Other Fixed Income Investments 10,000 9,648
Alternative Investments 36,763 40,913

$ 555,623 $ 618,406

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

Interest Income b 15,312
Dividend Income 11,297
Realized gain 19,403
Unrealized loss (31,151)
$ 14,861

213
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SAMARITAN RECOVERY COMMUNITY, INC.
NOTES TO FINANCIAL STATEMENTS - CONTINUED
JUNE 30, 2016

FAIR YALUE OF INVESTMENTS

The Organization's investments are reported at fair value in the accompanying statement of financial
position.

Fair Value Measurements at June 30, 2015 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 $ 57162 $ 57,643 h) - 3 -
Corporate Bonds 227,388 230,296 - -
Equity Funds - ETFs 196,454 252,629 - -
Mutual Funds - Balanced Funds 27,8560 27,277 - -
Other Fixed Income Investments 16,000 9,648 - -
Alternative Investments 36,763 40,913 - -
$ 555,623 $ 618,406 § - 3 -

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 have the lowest priority. The Foundation uses the appropriate valuation techniques based on the
available inputs to measure the fair value of its investients. Level 3 inputs were only used when Level |
or Level 2 inputs were not available.

Level 1 Fair Value Measurements - The fair value of the investments are based on 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 investiments are based on at least one significant
unobservable input.

-14-




£05°1 $

0008l §  s66LT  § 00STT $

$08°1

000°81 S6r 91 -

- § 00871 $ 005t 3

789°€S  §

¥BLL6E §  BLELLE § 9.8€E §

789°¢s

YBLLES TOIFb8

- 9LEEE 9L8°€E

75 9L0Z-S10T 69€SF VO

¢SO S10T-HI0T 1911F VOQ

€70 910T-610Z £9SSH vOd

¥Z0 S10T v10T LS1IP VDA

Im.—.l

“SUIIUNOYOE JO SISBQ [BILISOE S UD p2Iuasald st 3[npayos s, "9 0g ‘0 sUnf papus Jeak syl 10]
TSWILIDAOS 21815 31} JO SIOBIUOD PUE SIURIS ISPUn UCHEZIUESIQ 241 JO S2InIpuadNs S SHZLZWUINS SIOBNUOY JUSILISAOS PU? SpIBME JURIS 10 seImipuadxa jo sqnpayss Suluedwosde ay],

910Z/0E/9 - ST0T/T/L VIN

STOT/0L/9 - YIOT/T/L  656'C6

910T/0E/9 - S10T/T/L VIN

S10¢/0¢/9 - PIOT/T/L V/N

ure15o1d
AI2A009Y SUOLIPPY

uresgord
AISA00TY SUOLDIPPY

JeLD) ya0ig
22D JO UMNUTIUOD NPV

el Yooid
QIE]) JO WINURUOY) Py

woddng y3noayy ssed [elol

$301A12G ISRQY
duRSANS PUR YEIH JRUIN JO
TuaunTeda(] 29ssUUR] JO 211G

SAOIAIDG SNQY
IDURISGNS pUe [BoH [BIUDIA JO
wuswreds] aassauua] JO 011G

USNOIY ], SSEJ SIOIAIRS URIN]

pue GiesH Jo waunredad 'S’
SIIBIIU0, ) TUSUIISADLY

SprRMY IS [eI0L

SAIAIDG ASNGY
2JUBISqRG PUE YIESH [BIUSA JO
uawzreda(] S9553UU ] JO 21EIS

SIAIRG 28Ny
20UBISN PUR Ya[2aH [EIUIN JO
tuaunredag] 92SSOUUS ], JO RIS

Splemy Ielg

910Z/0¢/9
J|qEAIOTY
WBID

samprpuadxy sidaoay

£10T/0E/9
SlgeALaIYy

Juelny

15qUINN

10BOUOYD

pouad Zaquuny]
e1n Ya4do

9T0T "0€ ANASL AHANT HVIA THL MOA
SLOVEINOD INFANIIAOD ANV SMIVAAY INVID 40 STINLIANAJIXT 40 ATAATHIS

“ONI ‘ALINNIWINOD AYIAOCDTY NVLIYVINVS

sumN wellold

Aouady



loﬁl

0LEEL  §  €8SBLIT§ LBELOLT S +LUI9  § SPIEMY PUE SI0BAUOD JUSWUIIADY) [210L
€811 & 66279 $  PIFILT §  BOLST 0§ Zurpun,] aje1S B0
V6L 0¥8'8L L6804 - 0ZrSy # vosipy 910T/0L/9-CEL0T/T/L ViIN QAIRIOQET 0 JaUNESL], SADIAIRG ISNQY IDUEISQNS pue
AJTUMIIWO.) SUOLIDSLIO.Y QEA U JO
Jo jusunreda(] 2ossouua ] usuneda] 295S3UUI Y JO RIS
- - 930 980t POIL1# # 1Ospg S1OTOL/OF10T/1/L YIN SALBIOGE][OT) JUSUNESL], SAVIALDG 2SNQ Y IdULISGNS pue
ANUNUIEOT) SU0INII07) YIesHy TeUsIA JO
Jo jusunJeda(] 29ssaUus ], Juaunreda] 295SIUUD ] JO JIEIG
- £86°€9 £36°€9 - CTPSE # uosipg 10T/ 0E/9-S 10U/ T/L V/IN (LOdS-Ly V) wauesl] SIALRG asnqy
IBpUSj (O ucteqeld OUBISANS PUB YI[ESH [EISIA] JO
pasiazadng juadipug uewreds(] 99ssaUUA |, JO LIS
J0J JUSUIE3L], UOTDIPPY
Fniq pue [oyooyy
- - ST6'S §T6’s 601 ¥ # wosipy S10T/0E/9V10T/T/L ViIN (LOdS-1vQV) usueal], SRS ISNqY
ISPUALI() UoLIBqOld IUBISANG PUR 3I[RIH [BIUSIA JO
pastauadng Juadipuy wsunredsqy 99ssouna] 30 ABIS
1O] JUSWIEI] UOLDIPPY
Enu pue [oyoo[y
o¥T6  $ 9L6611 § 9£L0IE § - $ 1TPey # 1osipd S10C/QE/Q-STOT/T/L Y/N (INA-Lvav) Sa%IALRg oSnqyY
SIAPUAQ) 20UN[JUT VULISANS PUB IBIH [BIUIA JO
311 Japup] FuiaLg WeTIpu] wounmeda(] 2955tk JO 2IEIS
10} stEsl ], uOnIppY
Srug pue 100y
- $ - $§ L8761 0§ L8LSE S $360% # UOSIPH C10T/0E/9¥10T/1/L V/IN INg-1vav) SOIIAIDG BSNAY
SI9PURJJ () SOUINU] UBISYNS PUE YIEIH BN JO
a1 Jopun Sural uadipu) Justpredag] 598SaULD ] JO JUEIS
107 JUWRAI |, UODIPPY
Snig pue [oyoay BRSSO RS
TS10e1I0,) JUSWIIaACD)
910T/0€/9  saamupuadxg sidraoayg S10T/0E/9 IaqunN pouad Joquiny SUWEN Weldold AuaEy
JjqeAIINY SqBAIIY 19ENUC)) JUEIL) vaiD
JUBIO) WRID)

910T "0¢ ANNL THONT YVIAX THL ¥04
AINNILNOD - SLOVIILNOD INTANNYTAOD INV SMAVAY INVHD JO STHALIANIIXT 10 I INAdIHOS
DNI ‘ALINNININOD AYTAODTI NVLIAVINVS



INDEPENDENT AUDITORS’ 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 Directors of
Samaritan Recovery Community, Inc,
Nashville, Tennessee

We have audited, in accordance with the 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, the financial statements of Samaritan Recovery Community, Inc.,
which comprise the statement of financial position as of June 30, 2016, and the related statements of activities,
functional expenses, and cash flows for the year then ended, and the related notes, and have issued our report
thereon dated September 16, 2016.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Samaritan Recovery
Community, Inc.’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 Samaritan Recovery Community, Inc.'s
internal control. Accordingly, we do not express an opinion on the effectiveness of Samaritan Recovery
Community, Inc.'s internal control.

A deficiency in infernal 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 that a material misstatement of the entity’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 that is less sever than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of the 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. Given these limitations, during our audit we did not identify any deficiencies in internal
control that we consider io be material weaknesses. However, material weaknesses may exist that have not been
identified.
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Compliance ard Other Matters

As part of obfaining reasonable assurance about whether Samaritan Recovery Community, Inc.’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 .

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
contro! or compliance. This report is an integral part of an audit performed in accordance with Government

Auditing Standards in considering the Organization's infernal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

September 16, 2016
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SAMARITAN RECOVERY COMMUNITY, INC,
SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED JUNE 30, 2016

PART I - SUMMARY OF AUDITORS’ RESULTS

1. Type of audifors' report issued: Ungqualified
2. Internal control over financial reporting:

Material weaknesses identified? yes X no

Significant deficiencies identified not
considered to be material weaknesses? yes X None reported

3.  Noncompliance material to financial statements noted? yes X no

PART I1 — FINDINGS AND QUESTIONED COST REPORTED IN ACCORDANCE WITH

1. There were no findings reported in accordance with generally accepted government auditing standards.
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SAMARITAN RECOVERY COMMUNITY, INC.
SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED JUNE 30, 2016

There were no audit findings for the year ended June 30, 2015.
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