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PLATTENBURG

Certified Public Accountants

INDEPENDENT AUDITOR'S REPORT

To the Board of Trustees
Hamilton County Mental Health and Recovery Services Board

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and the major fund of
the Hamilton County Mental Health and Recovery Services Board (the Board) as of and for the year ended June
30, 2013, and the related notes to the financial statements, which collectively comprise the Board's basic
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 opinions 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 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 opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities and the major fund of the Board, as of June 30, 2013, and the
respective changes in financial position for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

1

8260 NORTHCREEK DRIVE, SUITE 330 / CINCINNATI, OH 45236 o (513) 891-2722 « FAX (513) 891-2760
ONE PRESTIGE PLACE, SUITE 520 / DAYTON, OH 45342 e (937) 433-0400 ¢ FAX (937) 433-0429
www.plattenburg.com



Emphasis of Matter

As described in Note 1 to the financial statements, the financial statements present only the activities of the
Hamilton County Mental Health and Recovery Services Board and do not purport to, and do not, present fairly
the financial position of the County of Hamilton, Ohio, as of June 30, 2013, the changes in its financial position,
or, where applicable, its cash flows for the year then ended in accordance with accounting principles generally
accepted in the United States of America. Our opinion is not modified with respect to this matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis and budgetary comparison information be presented to supplement the basic financial
statements. The management's discussion and analysis information is presented on pages 3—-11. The
Hamilton County Mental Health and Recovery Services Board has not presented budgetary comparison
information to supplement the basic financial statements as required by the Governmental Accounting
Standards Board. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the management's discussion and analysis information in accordance
with auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for consistency
with management's responses to our inquiries, the basic financial statements, and other knowledge we
obtained during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 16, 2013,
on our consideration of the Board’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 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 the Board’s internal control over financial reporting and compliance.

P/a?ueqéwj é 45506“—!“—5, Tae.
Plattenburg & Associates, Inc.
Cincinnati, Ohio

December 16, 2013

PLATTENBURG

Certified Public Accountants



MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)

This discussion and analysis provides key information from management
highlighting the overall financial performance of the Hamilton County Mental
Health and Recovery Services Board (HCMHRSB) for the year ended June
30, 2013. This is meant to be an easily readable summary of the most
important financial information regarding the accompanying financial
statements. Please read it in conjunction with the HCMHRSB’s financial
statements.

Financial Highlights

Major financial highlights for FY 2013 are:

e FY 2013 total revenues and expenditures are $50 million less than FY
2012, due to the elevation of Medicaid to the Ohio Department of Job
and Family Services.

e 91% of all expenditures made during FY 2013 were related to
payments to Providers. See chart on page 7 of this Management’s
Discussion & Analysis (MD&A).

e The “Total Net Position” found on the Statement of Net Position at
year-end was $30.3 million. Of this amount, $24.3 million is
unrestricted and may be used to meet the HCMHRSB’s ongoing
obligations to consumers and creditors. See chart on page 5 of this
MD&A.

e The Mental Health and Recovery Services Fund balance was $19.0
million. This fund balance equals approximately 3.6 months of Total
Governmental Fund Expenditures.

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the
HCMHRSB’s basic financial statements. The HCMHRSB’s financial
statements are comprised of three components: (1) government-wide financial
statements, (2) fund financial statements, and (3) notes to the financial
statements.

GOVERNMENT-WIDE FINANCIAL STATEMENTS - The government-
wide financial statements are designed to provide readers with a broad
overview of the HCMHRSB’s finances in a manner similar to a private-sector
business.



HCMHRSB

Management’s Discussion and Analysis
Year Ended June 30, 2013

Unaudited

The Statement of Net Position — This presents information on all of the HCMHRSB’s assets
and liabilities, with the difference between the two reported as net position. Over time, increases
or decreases in net position may serve as a useful indicator of whether the financial position of
the HCMHRSB is improving or deteriorating.

The Statement of Activities — This presents information showing how the HCMHRSB’s net
position changed during the most recent period. All changes in net position are reported as soon
as the underlying event giving rise to the change occurs, regardless of the timing of related cash
flows. Thus, revenues and expenses are reported in this statement for some items that will only
result in cash flows in previous or future fiscal years (e.g. uncollected taxes and earned but
unused vacation leave).

Program Expenses — The HCMHRSB’s expenses are for the provision of community mental
health and alcohol and drug addiction services. These expenses include Agency Provider
Contracts, Building Management — SAMAD, Salaries, Benefits and Taxes, Operating Expenses,
Depreciation, Auditor and Treasurer Fees and State Direct Payments.

Program Revenues — These revenues include Family Services and Treatment Levy, Health and
Hospital Indigent Care Levy, Medicaid, State and Federal Grants, Inter-County and State Direct
Payments.

General Revenues — These revenues include Property Taxes Levied for Mental Health, Grants
and Contributions Not Restricted to Specific Programs, Capital & Rental Income and
Miscellaneous.

FUND FINANCIAL STATEMENTS - The accounts of the HCMHRSB are organized on the
basis of funds. A fund is an independent fiscal and accounting entity with a self-balancing set of
accounts. Fund accounting segregates funds according to their intended purpose and is used to
aid management in carrying on specific activities or attaining certain objectives in accordance
with special regulations, restrictions or limitations.

Governmental Fund Types — Unlike the government-wide financial statements, governmental
fund financial statements focus on near-term inflows and outflows of spendable resources, as
well as on balances of spendable resources available at the end of the fiscal year. Such
information may be useful in evaluating the HCMHRSB’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for government activities in the government-wide financial statements.
By doing so, readers may better understand the long-term impact of the government’s near-term
financing decisions. Both the governmental fund balance sheet and the governmental fund
statement of revenues, expenditures, and change in fund balance provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.



HCMHRSB

Management’s Discussion and Analysis
Year Ended June 30, 2013

Unaudited

The HCMHRSB accounts for its activities using one governmental fund and that is the Mental
Health and Recovery Services Fund. This fund is used to account for all financial resources
relating to the operations of the community-wide mental health and alcohol and drug addiction
systems.

NOTES TO THE FINANCIAL STATEMENTS - The notes provide additional information
that is essential to understanding the data provided in the government-wide and fund financial
statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS
A. Governmental Net Position at Year-End

The chart below, and the table and subsequent analysis on the next page present a condensed
summary of the HCMHRSB’s overall financial position as of June 30, 2012 and 2013.

HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD
FY 2013 STATEMENT OF NET POSITION
TOTAL ASSETS: $80,685,426
TOTAL LIABILITIES: $50,349,161
NET POSITION: $30,336,265

NET POSITION: NET POSITION: ASSET:
Invested in Capita.l Unrestricted Net Current and Other
| Position Assets
Assets, Net of ’ s
Related Debt $24,292,310, $70,008,847,
56,043,955, $0.1% 86.8%
19.9%
LIABILITY: LIABILITY: ASSET:
Other Liabilities, Long-term Liabilities Capital Assets,
$44,950,981, Outstanding, $10,676,579,
89.3% $5,398,180, 13.2%

10.7%



HCMHRSB
Management’s Discussion and Analysis
Year Ended June 30, 2013

Unaudited

Assets/ Statement of Statement of Statement of State. Of N.P.

Liabilities / Net Assets Net Position Net Position Var. % of Variance

Net position FY 2012 FY 2013 Incr. (Dect.) Incr. (Dectr.)

Current and other assets $ 81,168,704 70,008,847 $ (11,159,857) -13.7%

Capital assets 11,039,159 10,676,579 (362,580) -3.3%
Total assets 92,207,863 80,685,426 (11,522,437) -12.5%

Long-term liabilities

outstanding 5,774,697 5,398,180 (376,517) -6.5%

Ovther liabilities 54,630,281 44,950,981 (9,679,300) -17.7%
Total liabilities 60,404,978 50,349,161 (10,055,817) -16.6%

Net Position:

Invested in capital

assets, net of related

debt 6,163,519 6,043,955 (119,564) -1.9%

Unrestricted 25,639,366 24,292 310 (1,347,056) -5.3%
Total net position $ 31,802,885 $ 30,336,265 $ (1,466,620) -4.6%

Total Assets —$11.5 million & 12.5% Decrease:

Primary causes of the decrease in Assets are:

A decrease in Due from Other Governments of $7.6 million due to the elevation of
Medicaid to the ODJFS. Medicaid claims with FY 2012 service dates were the final
claims paid by the HCMHRSB. As a result, the FY 2012 Due from Other
Governments account included $10.2 million related to FY 2012 Medicaid claims
while the FY 2013 Due from Other Governments account reflects only $116 thousand
related to the run-out of these claims.

A decrease in Equity in Pooled Cash of $1.8 million and Property Tax Receivable of
$1.6 million primarily caused by the reduction in the amount of MH Levy funds that
are expected to be received, and the overall reduction of revenues causing the
decrease in Equity in pooled cash.

Total Liabilities — $10.1 million & 16.6% Decrease:

Primary causes of the decrease in Liabilities are:

A decrease in Contracts Payable of $9 million due primarily to the elevation of
Medicaid discussed in the preceding paragraph.

A decrease in Deferred Revenue of $776 thousand due to the reduction in projected
Mental Health Levy revenue collectible in FY 2014.

A decrease in Long Term Liabilities of $377 thousand due to decrease in Mortgages
Payable ($243 thousand) and Compensated Absences ($134 thousand).



HCMHRSB

Management’s Discussion and Analysis
Year Ended June 30, 2013

Unaudited

B. Governmental Activities during FY 2013

The charts below and the analysis on the next page present a condensed summary of the
HCMHRSB?’s activities during FY 2013 and the resulting change in net position.

HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD
FY 2013 STATEMENT OF ACTIVITIES - REVENUE
TOTAL REVENUE $61,137.,746

GENERAL REV. - PROGRAM REV. - PROGRAM REV. -
CAPITAL, HEALTH & HOSPITAL MEDICAID
RENTAL & INDIGENT CARE & $10.733,

" ’ n r E £ )
MISC., FAMILY SERVICES & 0.029%

TREATMENT LEVIES,

$1.202,718,
1.97% 54,061,084,
6.64%
GENERAL REYV. -
STATE,
$7.083.743,
11.59%
GENERAL REV. - PROGRAM REV. - PROGRAM REV. -
MENTAL HEALTH INTER-COUNTY, STATE &
LEVY, $3,592.378, FEDERAL
$35.075.464, S5.88% GRANTS,
57.36% $10,111.626,
16.54%

HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD
FY 2013 STATEMENT OF ACTIVITIES - EXPENDITURES
TOTAL EXPENDITURES $62,604,366

OPERATING BUILD. MGMT. - AUDITOR &
SALARIES, EXPENSES, SAMAD, TREASURER FEES,
BENEFITS & $730,320, $916.,668, $537,049,
TAXES, 1.2% 1.5% 0.9% DEPRECIATION
$3,114,553, 5435981,
5.0% 0.6%

AGENCY PROVIDER
CONTRACTS,
$56.869.795,
90.8%



HCMHRSB
Management’s Discussion and Analysis
Year Ended June 30, 2013

Unaudited

Revenues/ Statement of Statement of Statement of Statement of
Program Expenses/ Activities Activities Act. Variance Act. % of Var.
Change in Net Position FY 2012 FY 2013 Incr. (Decr.) Incr. (Decr.)
Total Program Revenues 69,835,001 17,775,821 $ (52,059,180) -74.5%
Total General Revenues 44,220,617 43,361,925 (858,692) -1.9%
Total Revenues 114,055,618 61,137,746 (52,917,872) -46.4%
Total Program Expenses 117,429,864 62,604,366 (54,825,498) -46.7%
Incr. (Decr.) in net position (3,374,246) (1,466,620) 1,907,626 -56.5%
Net position, begin. of year 35,177,131 31,802,885 (3,374,246) -9.6%
Net position, end of year $ 31,802,885 $ 30,336,265 $ (1,466,620) -4.6%

Total Program Revenues — $52.1 million & 74.5% Decrease:

e The decrease is due primarily to the elevation of Medicaid to the Ohio Department of Job
and Family Services. Medicaid claims with FY 2012 service dates were the final claims
paid by the HCMHRSB. As a result, the FY 2012 financial statements reflected $55.5
million of State and Medicaid revenue related to these claims, while the FY 2013
financial statements reflect only the run-out of these claims totaling $1.2 million.

Total General Revenues — $859 thousand & 1.9% Decrease:
e The decrease is due to the reduction in Mental Health Levy Revenues.
Total Program Expenses — $54.8 million & 46.7% Decrease:

e The decrease is due primarily to a reduction in Agency Provider Contracts of $54.4
million. The reduction is the result of the elevation of Medicaid to the Ohio Department
of Job and Family Services. Medicaid claims with FY 2012 service dates were the final
claims paid by the HCMHRSB.

FINANCIAL ANALYSIS OF THE MAJOR FUND
Governmental Funds

The focus of the HCMHRSB’s governmental funds is to provide information on near-term
inflows, outflows, and balances of spendable resources. Such information is useful in assessing
the HCMHRSB’s financing requirements. In particular, the unassigned fund balance may serve
as a useful measure of the HCMHRSB’s net resources available for spending as of June 30,
2013. The HCMHRSB has one governmental fund and that is the Mental Health and Recovery
Services Fund. All activity of the HCMHRSB is reported in this fund.
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Management’s Discussion and Analysis
Year Ended June 30, 2013

Unaudited

e Mental Health and Recovery Services Fund — The fund balance for FY 2013 was $19.0
million including $1.8 million of unassigned fund balance. The Mental Health and
Recovery Services fund balance equals approximately 3.6 months of total governmental
fund expenditures.

MAJOR FUND BUDGETARY HIGHLIGHTS

The HCMHRSB is required by State law to adopt a budget based on a calendar year, and it has
done so by submitting an original and, because changes have occurred in its revenues and
expenditures, an amended budget to the Hamilton County Commissioners for CY 2013.
Additionally, the HCMHRSB's financial statements are based on, and prepared for, a July 1 -
June 30 fiscal year, and the HCMHRSB submitted, and had approved a FY 2013 budget to its
Board of Trustees.

As a result, since the State law requires a budget based on a calendar year and the HCMHRSB’s
financial statements and this audit are based on a July 1 — June 30 fiscal year, it is not practicable
to present budgetary comparison information to financial statement users that is both meaningful
and easy to understand. Accordingly, the HCMHRSB has decided not to present the budgetary
comparison information that accounting principles generally accepted in the United States of
America require to supplement, although not to be part of, the basic financial statements.

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

At the end of FY 2013, the HCMHRSB had $10.7 million invested in a broad range of capital
assets, including land, buildings and equipment. See Note 4 to the financial statements for more
details.
Capital Assets at Year-End
(Net of Depreciation)

Capital Assets Capital Asset Capital Asset Capital Asset  Capital Asset
At Year-End Activities Activities Act. Variance = Act. % of Var.
Net of Depreciation FY 2012 FY 2013 Incr. (Decr.) Incr. (Decr.)
Land $ 1771972 § 1,771,972 $ - 0.0%
Construction in progress - _ 0 - 0.0%
Buildings 9,261,425 8,898,845 § (362,580) -3.9%
Furniture and equipment 5,762 5,762 - 0.0%
Total Capital Assets $ 11,039,159 $ 10,676,579 $  (362,580) -3.3%

The net decrease is caused by the required recognition of the FY 2013 depreciation expense.
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Management’s Discussion and Analysis
Year Ended June 30, 2013

Unaudited

Long-Term Liabilities
A summary of long-term liabilities is located in Note 7.

The primary long-term debt of the HCMHRSB is related to its mortgage payable obligations.
The mortgages payable of the HCMHRSB consist of loan contracts made with the ODMH ($3.6
million) and the ODADAS ($1.0 million). These loan contracts are for the purchase and/or
improvement of various properties in the County for use in providing mental health and/or
alcohol and drug addiction services.

Required payments for accrued vacation and sick leave in the event of employee retirement or
layoff, as well as accrued vacation in the event of employee resignation, constitute $766
thousand of the HCMHRSB’s long-term obligations.

ECONOMIC FACTORS

The HCMHRSB continues to plan for the most recent developments at the National, State and
Local level affecting HCMHRSB consumers, operations and finances. Each of these
developments has the potential of having an impact on the system and will require ongoing
analysis to identify those services that best meet its consumers’ needs within available resources.
Among the developments:

Federal Healthcare Reform — The HCMHRSB has closely followed the unfolding of the
national healthcare reform initiative and over the next several years will be assessing the impact
on its consumers, service system and finances.

State Expansion of Medicaid - On October 21, 2013, the State’s controlling board approved the
appropriation of Federal funds for the $2.56 billion expansion of Medicaid. As of January 1,
2014, modified adjusted gross income (MAGI) calculations will decide a person’s eligibility for
receiving Medicaid. It is expected that 275,000 additional low-income Ohioans will be eligible
for Medicaid. A lawsuit has been filed in opposition to the expansion claiming that the
controlling board violated the intent of the State Legislature by approving Medicaid expansion.
The expansion will raise eligibility to 138% of the poverty level. The impact of Ohio’s Medicaid
expansion on HCMHRSB’s consumers, service system and finances are unknown at this time
and are expected to be gradual over the next few years.

Mental Health Parity and Addiction Equity Act (MHPAEA) - The Obama administration has
finalized clarifications to the Paul Wellstone and Pete Dominici Mental Health Parity and
Addiction Equity Act of 2008. The final regulation will apply to health plans that begin on or
after July 1, 2014. The act is intended to ensure that co-pays, deductibles, and visit limits in
health plans are no more restrictive for mental health and substance abuse disorders than for
medical/surgical benefits in those plans. There exist numerous exceptions including private
employers with 50 or fewer employees as well as Medicare and Medicaid managed care plans.
As states are vested with enforcement authority over health insurers, they will be charged with
assuring compliance with the new rule. As with Ohio’s Medicaid expansion, the impact of the
MHPAEA on HCMHRSB’s consumers, service system and finances are unknown at this time
and are expected to be gradual over the next few years.
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Mental Health Levy Revenues — The HCMHRSB is entering into the second year of a five-year
levy period in which revenues are $4 million less per year than the prior levy period. The
HCMHRSB continues to strategically phase-in budget cuts in order to minimize the impact on
consumers and the service system.

From an operational and financial perspective, the HCMHRSB continues to assess and react to,
the impact of Medicaid elevation to the ODJFS and the impending elimination of the State’s
claims processing system. Specifically, the HCMHRSB is committed to the following:

SHARES Data Management System - The Council of Governments (COG) created by the
HCMHRSB, the Franklin ADAMH Board and the Cuyahoga ADAMHS Board have secured a
vendor to develop a new data management system known as Shared Healthcare and Recovery
Enterprise System (SHARES). The COG and staff from all three boards are currently working
through the lengthy and technical process of designing the customized data system that is
expected to be operational in January 2015. This new system will better support the
HCMHRSB’s strategic initiatives by expanding its claims processing and data collection
capabilities, enhancing its planning abilities, and strengthening its financial and outcomes
analysis and reporting.

HCMHRSB Financial Reporting Period - Due to the elevation of Medicaid, as well as,
reductions in State funding, the majority of the HCMHRSB’s budget includes funding sources
that are reported to funders on a calendar year basis. Therefore, the HCMHRSB has converted its
financial reporting period from a June 30™ year-end to a December 31% year-end. In order to
implement the conversion, and after consultation with the Auditor of State’s Office, the
HCMHRSB Board of Trustees has approved an eighteen-month budget covering the period July
1, 2013 through December 31, 2014.

REQUESTS FOR ADDITIONAL INFORMATION

This financial report is designed to provide our citizens, taxpayers, consumers, and creditors with
a general overview of the HCMHRSB’s finances and to show the HCMHRSB’s accountability
for the money it receives. If you have questions about this report or need additional financial
information about the HCMHRSB, please contact Patrick Tribbe, President/CEO at 2350 Auburn
Avenue, Cincinnati, Ohio 452109.
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HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD

STATEMENT OF NET POSITION
June 30, 2013

ASSETS:
Equity in pooled cash and investments with County Treasurer
Property taxes receivable
Due from other governments, net
Prepaid contract services
Long-term receivable from contract agencies
Nondepreciable capital assets
Depreciable capital assets, net
Total assets

LIABILITIES:
Contracts payable
Accrued other
Unearned revenue
Long-term liabilities:
Due within one year
Due in more than one year
Total liabilities

NET POSITION:
Net investment in capital assets
Unrestricted
Total net position

12

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

26,514,106
36,993,171
6,149,084
28,522
323,964
1,771,972
8,904,607

80,685,426

10,633,277
283,545
34,034,159

498,201
4,899,979

50,349,161

6,043,955
24,292,310

30,336,265




HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD
STATEMENT OF ACTIVITIES
Year Ended June 30, 2013

Program expenses:
Mental Health and Recovery Services:

Salaries, benefits and taxes $ 3,114,553
Operating expenses 730,320
Building management - SAMAD 916,668
County auditor and treasurer fees 537,049
ODMH direct payments 451,759
Agency provider contracts 56,418,036
Depreciation 435,981

Total program expenses 62,604,366

Program revenues:
Operating grants and contributions restricted to specific programs:

Health and hospital indigent care 2,540,886
Family services and treatment 1,520,198
Medicaid 10,733
State and federal grants 9,659,867
Inter-County 3,592,378
ODMH direct payments 451,759

Total program revenues 17,775,821

Program expenses in excess of revenues 44,828,545

General revenues:

Property taxes levied for mental health 35,075,464
Grants and contributions not restricted to specific programs 7,083,743
Capital and rental income 1,040,926
Miscellaneous 161,792
Total general revenues 43,361,925
Change in net position (1,466,620)
Net position, beginning of year 31,802,885
Net position, end of year $ 30,336,265
13

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



HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD

BALANCE SHEET - MENTAL HEALTH AND RECOVERY SERVICES FUND

June 30, 2013

ASSETS:
Equity in pooled cash and investments with County Treasurer
Property taxes receivable
Due from other governments, net
Prepaid contract services
Long-term receivable from contract agencies
Total assets

LIABILITIES AND FUND BALANCES:
Liabilities:
Contracts payable
Accrued other
Unearned revenue
Total liabilities

Fund balances:
Non-spendable
Committed
Assigned
Unassigned

Total fund balances

Amounts reported for governmental activities in the statement of
net position are different because:

Other long-term assets are not available to pay for current-
period expenditures and, therefore, are deferred in the funds.

Capital assets used in governmental activities are not financial resources and,
therefore, are not reported in the funds.

Long-term liabilities are not due and payable in the current
period and, therefore, are not reported in the funds:
Mortgages payable
Compensated absences
Net position of governmental activities

14

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

26,514,106
36,993,171
6,149,084
28,522
323,964

70,008,847

10,633,277
283,545
40,131,890

51,048,712

352,486
4,479,746
12,322,391
1,805,512

18,960,135

6,097,731

10,676,579

(4,632,624)
(765,556)

$

30,336,265




HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD

STATEMENT OF REVENUES, EXPENDITURES AND CHANGE IN FUND

BALANCE - MENTAL HEALTH AND RECOVERY SERVICES FUND
Year Ended June 30, 2013

Revenues:
Taxes $ 35,497,714
Intergovernmental:
State general revenue funds - ODMH 6,279,407
State general revenue funds - ODADAS 1,894,528
State block grant funds - ODMH 2,091,514
State block grant funds - ODADAS 5,708,120
Medicaid - ODMH & ODADAS 16,809
Federal grants 2,775,152
Inter-county revenues - mental health 861,696
Inter-county revenues - alcohol and drug addiction 1,806,076
Family services and treatment 1,520,198
Health and hospital indigent care 2,344,705
Other revenues:
Capital and rental income 1,040,926
Miscellaneous 161,792
ODMH direct payments 451,759
Total revenues 62,450,396
Expenditures:
Agency provider contracts 56,418,036
Building management - SAMAD 916,668
ODMH direct payments 451,759
Salaries, benefits and taxes 3,248,054
Operating expenses 730,320
Capital Outlay 73,401
County auditor and treasurer fees 537,049
Debt service:
Principal retirement 243,016
Forgiveness by ODMH & ODADAS (243,016)
Total expenditures 62,375,287
Net change in fund balance 75,109
Fund balance, beginning of year 18,885,026
Fund balance, end of year $ 18,960,135
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The accompanying notes are an integral part of the financial statements.



HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGE IN FUND BALANCE TO THE STATEMENT OF ACTIVITIES

Year Ended June 30, 2013

Amounts reported for governmental activities in the statement of activities
are different because:

Net change in fund balance $ 75,109

Revenues in the statement of activities that do not provide current
financial resources are not reported as revenues in the funds. (1,555,666)

Governmental funds report capital outlays as expenditures. However, in
the statement of activities, the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense. This is the amount
of the difference between capital asset additions and depreciation in the current

period.
Capital asset additions 73,401
Depreciation expense (435,981)

Retirement of mortgage principal is an expenditure in the governmental funds,
but the repayment reduces long-term liabilities in the statement of net position. 243,016

Some expenses reported in the statement of activities, such as compensated
absences, do not require the use of current financial resources and, therefore,

are not reported as expenditures in governmental funds. 133,501
Change in net position of governmental activities $  (1,466,620)
16

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



HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD
Notes to the Basic Financial Statements
Year Ended June 30, 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity

The HCMHRSB operates as an administrative arm of the County of Hamilton, Ohio (the "County")
government, but has its own policy making Board of Trustees. The HCMHRSB acts as an umbrella
agency that has responsibility for a community-wide mental health, alcohol and drug addiction services
system that is accessible to those in need of or desiring such services and who do not have the financial
means to purchase this care from the private health care market. The HCMHRSB plans, funds,
coordinates, monitors, and evaluates a network of services, which are provided through contract agencies
to Hamilton County residents, both children and adults, who need and seek care for mental or emotional
iliness or alcohol and drug addiction.

B. Basis of Presentation

These financial statements present only the activities of the HCMHRSB and do not present the financial
position of the County.

Government-wide Financial Statements - The statement of net position and the statement of activities
display information about the HCMHRSB as a whole. These statements include the financial activities of
the primary government. The statements distinguish between those activities of the HCMHRSB that are
governmental and those that are considered business-type activities. The HCMHRSB has no
business-type activities.

The government-wide statements are prepared using the economic resources measurement focus, which
differs from the manner in which the governmental fund financial statements are prepared. Therefore, the
governmental fund financial statements include reconciliations with brief explanations to better identify
the relationship between the government-wide statements and the statements for governmental funds.

The government-wide statement of activities presents a comparison between direct expenses and program
revenues for each function of the HCMHRSB's governmental activities. Direct expenses are those that are
specifically associated with a service, program or department and are therefore identifiable to a particular
function. Program revenues include charges paid by the recipient of the goods or services offered by the
program and grants and contributions that are restricted to meeting the operational or capital requirements
of a particular program. Revenues which are not classified as program revenues are presented as general
revenues of the HCMHRSB, with certain limited exceptions. The comparison of direct expenses with
program revenues identifies the extent to which each governmental function is self-financing or draws
from the general revenues of the HCMHRSB.

Fund Financial Statements - Fund financial statements report detailed information about the
HCMHRSB. The focus of governmental fund financial statements is on major funds rather than reporting
funds by type. Each major fund is presented in a separate column.

The accounting and financial reporting treatment applied to a fund is determined by its measurement
focus. All governmental fund types are accounted for using a flow of current financial resources
measurement focus. With this measurement focus, only current assets and current liabilities are generally
included on the balance sheet. Operating statements of these funds present sources and uses of current
financial resources.
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HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD
Notes to the Basic Financial Statements
Year Ended June 30, 2013

C. Fund Accounting

The HCMHRSB uses a single fund to report on its financial position and the results of its operations.
Fund accounting is designed to demonstrate legal compliance and to aid financial management by
segregating transactions related to certain functions or activities. A fund is defined as a fiscal and
accounting entity with a self-balancing set of accounts. The one fund of the HCMHRSB is a
governmental fund.

Governmental funds focus on the sources, uses and balances of current financial resources. The
difference between governmental fund assets and liabilities is reported as fund balance. The following is
the HCMHRSB's major governmental fund:

Mental Health and Recovery Services Fund - This fund is used to account for all financial resources
relating to the operations of the community-wide mental health and alcohol and drug addiction
systems.

D. Basis of Accounting

Basis of accounting refers to when revenues and expenditures are recognized in the accounts and reported
in the financial statements and relates to the timing of the measurements made.

Government-wide financial statements are prepared using the accrual basis of accounting. Revenues are
recognized when earned and expenses are recognized when incurred.

The modified accrual basis of accounting is used by the governmental funds. On a modified accrual basis,
revenues are recorded when they become both measurable and available. "Measurable™ means the amount
of the transaction can be determined and "available"” means collectible within the available period. The
available period for the HCMHRSB s sixty days after fiscal year end.

The measurement focus of governmental fund accounting is on the decrease in net financial resources
(expenditures) rather than expenses. Expenditures are generally recognized in the accounting period in
which the related fund liability is incurred, if measurable, except for principal and interest on general
long-term debt which is recognized when due. Allocations of cost, such as depreciation, are not
recognized in the governmental funds.

Revenues - Exchange and Non-exchange Transactions - Revenue resulting from exchange transactions,
in which each party gives and receives essentially equal value, is recorded on the accrual basis when the
exchange takes place.

Non-exchange transactions, in which the HCMHRSB receives value without directly giving value in
return, include property taxes, grants, entitlements and donations. On an accrual basis, revenue from
property taxes is recognized in the fiscal year for which the taxes were levied. Revenue from grants,
entitlements, and donations is recognized in the fiscal year in which all eligibility requirements have been
satisfied. Eligibility requirements include timing requirements, which specify the year when the resources
are required to be used or the fiscal year when use is first permitted; matching requirements, in which the
HCMHRSB must provide local resources to be used for a specified purpose; and expenditure
requirements, in which the resources are provided to the HCMHRSB on a reimbursement basis. On a
modified accrual basis, revenue from non-exchange transactions must also be available before it can be
recognized.
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HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD
Notes to the Basic Financial Statements
Year Ended June 30, 2013

Unearned Revenue - Unearned revenues arise when assets are recognized before revenue recognition
criteria have been satisfied. Property taxes measurable as of June 30, 2013, which are intended to finance
fiscal year 2014 operations have been recorded as unearned revenue. On governmental fund financial
statements, receivables that will not be collected within the available period have also been reported as
unearned revenue.

E. Equity in Pooled Cash and Investments with County Treasurer

The Hamilton County Treasurer acts as custodian of funds for the HCMHRSB. Cash of the HCMHRSB is
shown on the balance sheet as equity in pooled investments with the County Treasurer and includes cash,
demand deposits, and short-term investments with original maturities of three months or less, stated at
cost. State statute authorizes the County Treasurer to invest in obligations of the U.S. Treasury,
certificates of deposits and repurchase agreements.

F. Capital Assets

Capital assets, which include property, plant and equipment, are reported in the government-wide
financial statements. The HCMHRSB defines capital assets as those with an individual cost of more than
$5,000 and an estimated useful life in excess of one year. All capital assets are capitalized at cost or
estimated historical cost where no historical records exist. Donated capital assets are recorded at their
estimated fair values as of the date received. The HCMHRSB does not possess any infrastructure.
Improvements are capitalized; the costs of normal maintenance and repairs that do not add to the value of
the asset or materially extend an asset's life are not capitalized. All reported capital assets except land are
depreciated. Depreciation is computed using the straight-line method over the following useful lives:

Buildings 40 years
Building improvements 15 years
Furniture and fixtures 3 years

G. Compensated Absences

The HCMHRSB accounts for compensated absences in accordance with the provisions of GASB No. 16,
"Accounting for Compensated Absences". VVacation benefits are accrued as a liability as the benefits are
earned if the employees' rights to receive compensation are attributable to services already rendered and it
is probable that the employer will compensate the employees for the benefits through paid time off or
some other means.

Sick leave benefits are accrued as a liability using the vesting method. The liability includes the
employees who are currently eligible to receive termination benefits and those that the HCMHRSB has
identified as probable of receiving payment in the future. The amount is based on accumulated sick leave
and employee wage rates at fiscal year-end taking into consideration any limits specified in the
HCMHRSB's policy. The HCMHRSB records a liability for all accumulated unused vacation time when
earned for all employees. The HCMHRSB records a liability for accumulated unused sick leave for all
employees after ten years of accumulated service.

For governmental funds, the current portion of unpaid compensated absences is the amount normally due
for payment during the succeeding year.

The entire compensated absence liability is reported on the government-wide statement of net position.
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HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD
Notes to the Basic Financial Statements
Year Ended June 30, 2013

H. Contracts Payable

Contracts payable consists of amounts owed to:

» Contract agencies and service providers for services rendered prior to June 30, 2013.

» Contract agencies based on the criteria of the Outcomes Performance Incentive Plan (OPIP) as
outlined by contract.

I. Fund Balance Reserves

In accordance with Governmental Accounting Standards Board Statement No. 54 Fund Balance
Reporting, the HCMHRSB classifies its fund balance based on the purpose for which the resources were
received and the level of constraint placed on the resources. The following categories were used:

Non-spendable — resources that are not in the spendable form or have legal or contractual requirements
(prepaid contracts and long-term receivables) to maintain the balance intact.

Committed — resources that are constrained for specific purposes (capital) that are internally imposed by
the government at its highest level of decision making authority, the Board of Trustees.

Assigned — resources that are intended to be used for specific purposes as approved through the
HCMHRSB’s formal purchasing procedure (encumbrances).

Unassigned — residual fund balance that is not restricted, committed, or assigned.

The HCMHRSB considers committed, assigned, and unassigned fund balances, respectively, to be spent
when expenditures are incurred for purposes for which any of the fund balance classifications could be
used.

J. Net Position

Net position represents the difference between assets and liabilities. Net investment in capital assets
consists of capital assets, net of accumulated depreciation, reduced by the outstanding balances of any
borrowings used for the acquisition, construction or improvement of those assets. Net position is reported
as restricted when there are limitations imposed on their use either through the enabling legislation
adopted by the HCMHRSB or through external restrictions imposed by creditors, grantors or laws or
regulations of other governments. The HCMHRSB applies restricted resources when an expense is
incurred for purposes for which both restricted and unrestricted net position are available.

K. Estimates
The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the amounts reported in the financial

statements and accompanying notes. Actual results may differ from those estimates.

L. Subsequent Events

The HCMHRSB has evaluated subsequent events for potential recognition and disclosure through
December 16, 2013, the date the financial statements were available to be issued.
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HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD
Notes to the Basic Financial Statements
Year Ended June 30, 2013

M. Adoption of New Accounting Pronouncements

For fiscal year 2013, the HCMHRSB has implemented GASB Statement No. 62 “Codification of
Accounting and Financial Reporting Guidance Contained in Pre-November 30, 1989, FASB and AICPA
Prouncements”, and GASB Statement No. 63 “Financial Reporting of Deferred Outflows of Resources,
Deferred Inflows of Resources, and Net Position”. These changes were incorporated in the HCMHRSB’s
financial statements; however, there was no effect on beginning net position/fund balance.

NOTE 2 - POOLING OF CASH AND INVESTMENTS

Statutes require the classification of monies held by the County into two categories:

1.) Active monies are those monies which are required to be kept in a "cash or near cash" status for
immediate use by the County. Such monies must be maintained either as cash in the County treasury or in
depository accounts payable or withdrawable on demand, including negotiable order of withdrawal
(NOW) accounts or in money market deposit accounts.

2.) Monies held by the County that are not considered active are classified as inactive.

The County’s Statement of Investment Policy, approved by the County’s Investment Advisory Committee,
authorizes investments permitted under Ohio law, which states that inactive moneys are to be deposited or
invested in the following:

1) U.S. Treasury notes, bills, bonds or other obligations or securities issued by the U. S. Treasury or any
other obligation guaranteed as to principal and interest by the United States;

2.) Bonds, notes, debentures or any other obligations or securities issued directly by any federal
government agency or instrumentality, including, but not limited to, the Federal National Mortgage
Corporation, Government National Mortgage Association and Student Loan Marketing Association;

3.) Written repurchase agreements in the securities listed above provided that the market value of the
securities subject to the repurchase agreement must exceed the principal value of the agreement by at
least 2% and be marked to market daily, and that the term of the agreement must not exceed 30 days;

4.) Bonds and other obligations of the State of Ohio or its political subdivisions, provided that such
political subdivisions are located wholly or partly within the County;

5.) Time certificates of deposit or savings or deposit accounts, including, but not limited to, passbook
accounts;

6.) No-load money market mutual funds consisting exclusively of obligations described in item 1 or 2
above and repurchase agreements secured by such obligations, provided that investments in securities
described in this division are made only through eligible institutions;

7.) The State Treasurer’s investment pool (STAR Ohio);

8.) Securities lending agreements in which the County lends securities and the eligible institution agrees
to exchange either securities described in item 1 or 2 above or cash or both securities and cash, equal
value for equal value;

9.) High-grade commercial paper for a period not to exceed 270 days in an amount not to exceed (a) 10%
of the aggregate value of the issuing corporation’s outstanding commercial paper or (b) 25% of the
County’s total average portfolio; or

10.)Bankers’ acceptances for a period not to exceed 180 days and in an amount not to exceed 25% of the
County’s total average portfolio.
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HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD
Notes to the Basic Financial Statements
Year Ended June 30, 2013

Public depositories must give collateral for all public funds on deposit. These institutions may either
specifically collateralize individual accounts in lieu of amounts insured by the Federal Deposit Insurance
Corporation (FDIC), or may pledge a pool of government securities the face value of which is at least 105% of
the total value of public monies on deposit at the institution. Repurchase agreements must be collateralized by
the specific government securities upon which repurchase agreements are based. These securities must be
obligations of or guaranteed by the United States and mature or be redeemable within five years of the date of
the related repurchase agreement. State law does not require that collateral for public deposits and investments
be maintained in the name of the County.

The County monitors its compliance with the provisions of these statutes pertaining to the types of investments

held and institutions in which deposits are made as well as collateral requirements. The County will continue
to monitor compliance with applicable statutes in the future pertaining to public deposits and investments.

NOTE 3 - PROPERTY TAXES

Property taxes include amounts levied against real and public utility property. The assessed value upon which
the 2013 tax collection was based as follows:

Real Property:

Residential/Agricultural $ 12,718,142,590

Commercial/Industrial/Other 4,659,403,890

Public Utilities 773,714,490
Total Valuation $ 18,151,260,970

Real Property taxes are levied each December on the assessed values of the preceding January Ist, the lien
date. Assessed values are established the preceding year by the County Auditor at 35% of appraised market
value. A revaluation of real property is required to be completed no less than every six years, with a statistical
update every third year. The most recent revaluation was a full physical revaluation effective for the tax year
2011, for taxes collected in 2012. The most recent statistical update was performed effective for the tax year
2008, for taxes collected in 2009. Public Utility property taxes are assessed on tangible personal property, as
well as land improvements at true value, which is, in general, net book value. The tangible personal property
tax was eliminated in 2011 and thus, any payments received by the HCMHRSB from the County Auditor for
tangible person property tax are from the collection of delinquent taxes.

The final settlements of real and public utility property taxes are made in April and August and tangible taxes
in September and November for the first and second halves of the year, respectively. Collections of the taxes
and remittance of them to the taxing districts are accounted for in agency funds of the County. The County
Treasurer collects property tax on behalf of all taxing districts within the County, including the HCMHRSB.
The County Auditor periodically remits to the HCMHRSB its portion of the taxes collected.
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HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD
Notes to the Basic Financial Statements
Year Ended June 30, 2013

NOTE 4 - CAPITAL ASSETS
Capital assets activity for the fiscal year ended June 30, 2013, is as follows:

Beginning Ending
Balance Additions  Disposals Balance
Governmental Activities
Capital assets not being depreciated:

Land $ 1771972 $_ - $ - $1,771,972

Capital assets being depreciated:
Building and building improvements  $ 13,765,664 73,401 - - $13,839,065
Furniture and fixtures 202,026 - - 202,026
13,967,690 73,401 - 14,041,091

Less accumulated depreciation:

Building and building improvements 4,504,239 435,981 - 4,940,220
Furniture and fixtures 196,264 - - 196,264
4,700,503 435,981 - 5,136,484
Capital assets being depreciated, net 9,267,187 (362,580) - 8,904,607
Capital assets, net $11,039,159 $(362,580) $ - $10,676,579

NOTE 5 - DEFINED BENEFIT PENSION PLAN

All employees of the HCMHRSB participate in the Ohio Public Employees Retirement System (OPERS),
which administers three separate pension plans as described below:

The Traditional Pension Plan - a cost-sharing, multiple-employer defined benefit pension plan.

The Member-Directed Plan - a defined contribution plan in which the member invests both member and
employer contributions (employer contributions vest over five years at 20% per year). Under the
Member-Directed Plan, members accumulate retirement assets equal to the value of member and (vested)
employer contributions plus any investment earnings.

The Combined Plan - a cost sharing, multiple-employer defined benefit pension plan. Under the Combined
Plan, employer contributions are invested by the OPERS to provide a formula retirement benefit similar in
nature to the Traditional Pension Plan benefit. Member contributions, the investment of which is self-directed
by the members, accumulate retirement assets in a manner similar to the Member-Directed Plan.

OPERS provides retirement, disability, survivor and death benefits, and annual cost of living adjustments to
members of the Traditional Pension Plan and Combined Plans. Members of the Member-Directed Plan do not
qualify for ancillary benefits. The authority to establish and amend benefits is provided by state statute per
Chapter 145 of the Ohio Revised Code. OPERS issues a stand-alone financial report that may be obtained by
visiting https://www.opers.org/investments/cafr.shtml, writing to the Ohio Public Employees Retirement
System, 277 East Town Street, Columbus, Ohio 43215-4642 or by calling (614) 222-5601 or (800) 222-7377.
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HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD
Notes to the Basic Financial Statements
Year Ended June 30, 2013

The Ohio Revised Code provides statutory authority for member and employer contributions. Member and
employer contribution rates were consistent across all three plans. The employee contribution rate at June 30,
2013 was 10%. The HCMHRSB was required to contribute 14% of covered payroll for employees in 2013.
The HCMHRSB’s required contributions to OPERS for fiscal years 2013, 2012, and 2011 were approximately
$327,948, 371,200, and $378,400, respectively. All of the required contributions were paid within the fiscal
year.

NOTE 6 - POST EMPLOYMENT BENEFITS

OPERS has provided the following information pertaining to other postemployment benefits for health care
costs in order to assist the HCMHRSB in complying with GASB Statement No. 45, Accounting and Financial
Reporting by Employers for Postemployment Benefits Other Than Pension Benefits.

A. Plan Description

OPERS administers three separate pension plans: The Traditional Pension Plan — a cost-sharing, multiple-
employer defined benefit pension plan; the Member Directed Plan — a defined contribution plan; and the
Combined Plan — a cost sharing, multiple-employer defined benefit pension plan that has elements of both a
defined benefit and defined contribution plan.

OPERS maintains a cost-sharing, multiple-employer defined benefit post-employment health care plan, which
includes a medical plan, prescription drug program and Medicare Part B premium reimbursement, to
qualifying members of both the Traditional Pension and the Combined Plans. Members of the Member-
Directed Plan do not qualify for ancillary benefits, including post-employment health care coverage.

In order to qualify for post-employment health care coverage, age-and-service retirees under the Traditional
Pension and Combined Plans must have 10 or more years of qualifying Ohio service credit. Health care
coverage for disability benefit recipients and qualified survivor benefit recipients is available. The health care
coverage provided by OPERS meets the definition of an Other Post Employment Benefit (OPEB) as described
in GASB Statement 45.

The Ohio Revised Code permits, but does not mandate, OPERS to provide OPEB benefits to its eligible
members and beneficiaries. Authority to establish and amend benefits is provided in Chapter 145 of the Ohio
Revised Code.

B. Funding Policy

The Ohio Revised Code provides the statutory authority requiring public employers to fund post-retirement
health care coverage through their contributions to OPERS. A portion of each employer’s contribution to
OPERS is set aside for the funding of post-retirement health care coverage.

Employer contribution rates are expressed as a percentage of the covered payroll of active members. In 2012,
state and local employers contributed at a rate of 14% of covered payroll. The Ohio Revised Code currently
limits the employer contribution to a rate not to exceed 14% of covered payroll for state and local employer
units. Active members do not make contributions to the OPEB Plan.
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OPERS’ Post Employment Health Care plan was established under, and is administrated in accordance with,
Internal Revenue Code 401(h). Each year, the OPERS Retirement Board determines the portion of the
employer contribution rate that will be set aside for funding of post-employment health care benefits. The
portion of employer contributions allocated to health care for members in the Traditional Plan was 4.0% during
calendar year 2012. The portion of employer contributions allocated to health care for members in the
Combined Plan was 6.05% during calendar year 2012. Effective January 1, 2013, the portion of employer
contributions allocated to healthcare was lowered to 1% for both plans, as recommended by the OPERS
Actuary. The OPERS Retirement Board is also authorized to establish rules for the payment of a portion of the
health care benefits provided by the retiree or their surviving beneficiaries. Payment amounts vary depending
on the number of covered dependents and the coverage selected.

C. HCMHRSB Contributions

The HCMHRSB’s actual contributions that were used to fund post-employment benefits were approximately
$93,695, $106,050, and $126,921, for fiscal years 2013, 2012, and 2011, respectively.

D. OPERS Board of Trustees Adopt Changes to the Health Care Plan

Changes to the health care plan were adopted by the OPERS Board of Trustees on September 19, 2012, with a
transition plan commencing on January 1, 2014. With the recent passage of pension legislation under SB 343
and the approved health care changes, OPERS expects to be able to consistently allocated 4 percent of the
employer contributions toward the health care fund after the end of the transition period.

NOTE 7 - LONG-TERM LIABILITIES

Changes in the HCMHRSB'’s long-term liabilities as of June 30, 2013, are as follows:

Amounts
Principal Principal Due in
Outstanding Additions Disposals Outstanding One Year

Governmental Activities

Mortgage payable-ODMH $ 3,778,256 $ - $ 175,136 $ 3,603,120 $ 175,136
Mortgage payable-ODADAS 1,097,384 - 67,880 1,029,504 67,880
Compensated absences 899,057 166,185 299,686 765,556 255,185
Total long-term liabilities $ 5774697 % 166,185 $ 542,702 $ 5,398,180 $ 498,201

The HCMHRSB has a mortgage payable that consists of loan contracts made with the Ohio Department of
Mental Health (ODMH) for the purchase of and improvement to various properties in the County for use in
providing mental health services. The loan contracts between the HCMHRSB and ODMH provide that the
property must be used to provide mental health services for a specified period of time. The terms of the
contract are essentially equivalent to a mortgage on the property, with the HCMHRSB being obligated to
provide mental health services for a period of 40 years from the inception of the contract. Should the
HCMHRSB discontinue mental health services at a particular facility, the balance of the contract would
immediately become due. The balance due is reduced on a month-by-month basis over the term of the contract
as a forgiveness of debt, as long as the facility is used for mental health services.
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The HCMHRSB has a mortgage payable that consists of a loan contract made with the Ohio Department of
Alcohol and Drug Addiction Services (ODADAS), for the improvements to a facility. The loan contract
between the HCMHRSB and ODADAS provides that the property must be used to provide alcohol and other
drug services for a specified period of time. The terms of the contract are essentially equivalent to a mortgage
on the property, with the HCMHRSB being obligated to provide alcohol and other drug services for a period of
25 years from the inception of the contract. Should the HCMHRSB discontinue alcohol and other drug services
at this particular facility, the balance of the contract would immediately become due. The balance due is
reduced on a month-by-month basis over the term of the contract as a forgiveness of debt as long as the facility
is used for alcohol and other drug services.

No interest is charged on these obligations.

Annual commitments under these mortgage payables, assuming no forgiveness by either ODMH or ODADAS,

as of June 30, 2013 are as follows:

Year Ending June 30

2014

2015

2016
2017 - 2021
2022 - 2026
2027 - 2031
2032 — 2036
2037 — 2041
2042 — 2045

Total

NOTE 8 - FUND BALANCES

Fund balance is classified as nonspendable, committed, assigned and/or unassigned based primarily on the
extent to which the HCMHRSB is bound to observe constraints imposed upon the use of the resources in the

ODMH
Principal

175,136
175,136
175,616
875,680
875,680
835,029
393,748

69,896

27,199

ODADAS
Principal

67,880
67,880
67,880
339,400
339,400
147,064

Total

243,016
243,016
243,496
1,215,080
1,215,080
982,093
393,748
69,896
27,199

$ 3603120 $ 1,029504 $ 4,632,624

government funds. The constraints placed on governmental fund balance are presented below.

Fund Balance
Nonspendable on:
Prepaid contract services

Long-term receivables
Total nonspendable
Committed to capital
Assigned to encumbrances

Unassigned

Total Fund Balance

Mental Health
and Recovery
Services Fund

$ 28522
323,964
352,486

4,479,746

12,322,391

1,805,512

$18,960,135
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NOTE 9 - RISK MANAGEMENT

The HCMHRSB carries commercial insurance policies for various risks of loss related to torts; theft of,
damage to, or destruction of assets; errors and omissions; umbrella coverage; employee dishonesty; injuries to
employees; employee health claims; and environmental damage. There has been no reduction in insurance
coverage from the prior year nor have there been any insurance settlements for claims resulting from the risks
covered by the HCMHRSB’s commercial insurance policies.

The County accounts for and finances its risk of loss due to workers' compensation claims through an internal
service fund entitled "Workers' Compensation Reserve". The County reimburses the Bureau of Ohio Workers'
Compensation for injured workers' claims. All departments of the County, including the HCMHRSB,
participate in the program and make payments to the internal service fund based on actuarial estimates of the
amounts needed to pay prior and current year claims and to establish a long-term liability for future claims.

On January 1, 2010, the County, including the HCMHRSB, adopted a self-insurance policy for medical
benefits, which includes vision, but not dental insurance. The County accounts for and finances its risk of loss
through an internal service fund. All departments of the County, including the HCMHRSB, participate in the
program and make payments to the internal service fund based on estimates of the amounts needed to pay prior
and current year claims and to establish a long-term liability for future claims.

Any self-insurance liability recorded related to the HCMHRSB is based on requirements of GASB Statements
No. 10 and 30. These statements require a liability for claims to be reported if information prior to issuance of
the financial statements indicates that is probable that a liability has been incurred and the amount of loss can
be reasonably estimated. The actuarially determined liability includes allocated expenses and a provision for
incurred but not reported claims. The accrued liability for self-insurance medical claims at June 30, 2013 was
$0.

Changes in the balances of claims and liabilities for the year ended June 30, 2012 and 2013 are as follows:

Self-insurance medical 2012 2013
Claims Liability, Beginning of Year $ - $ -
Incurred Claims and Changes in Estimates 270,381 248,918
Payments Made to County Internal Service Fund (0270,381) (248,918)
Claims Liability, End of Year $ - $ -

NOTE 10 - LEASES WITH CONTRACTUAL AGENCIES

As of June 30, 2013, the HCMHRSB leases 58 scattered-site housing facilities to Excel Development
Company, a non-profit organization responsible for renting the units to the mentally disabled of the County.
These leases contain terms of 20 years contingent upon Excel fulfilling the agreed upon programmatic and
reporting responsibilities as required by the HCMHRSB. Annual collections are at the rate of $1 per year, per
unit. The cost of these leased housing facilities at June 30, 2013 is approximately $6,132,000, and accumulated
depreciation on these assets is approximately $2,253,097.

NOTE 11 - CONTINGENCIES

Grants - The HCMHRSB has received federal and state grants for specific purposes that are subject to review
and audit by the respective grantor agencies. These audits could result in a request for reimbursement to the
grantor agency for expenditures disallowed under the terms of the grant. Based on prior experience, the
HCMHRSB believes these disallowances, if any, will be immaterial.
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HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD
Notes to the Basic Financial Statements
Year Ended June 30, 2013

As part of the financial reporting entity of the County of Hamilton, Ohio, the HCMHRSB is included in the
financial statements of the County. The annual audit of the County is performed in accordance with Office of
Management and Budget (OMB) Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Thus, since the HCMHRSB is included in the scope of the County audit, the HCMHRSB has
elected to not have its separate audit performed in accordance with the audit requirement noted above.

NOTE 12 - STATE DIRECT PAYMENTS

During the year ended June 30, 2013, the Ohio Department of Mental Health made direct payments to
providers totaling $451,759 for contracts entered into by the HCMHRSB. These payments have been recorded
as revenue with a corresponding contract expense.
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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

To the Board of Trustees
Hamilton County Mental Health and Recovery Services Board

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 the governmental activities and
the major fund of the Hamilton County Mental Health and Recovery Services Board (the Board), as of and for
the year ended June 30, 2013, and the related notes to the financial statements, which collectively comprise
the Board’s basic financial statements, and have issued our report thereon dated December 16, 2013.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Board’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 opinions on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of the Board’s internal control. Accordingly, we do not express
an opinion on the effectiveness of the Board’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 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 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. 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.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Board’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.
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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 entity'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 entity's internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

PAT}?I"JAW:, ‘; 4550:/:11"5, e,
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Cincinnati, Ohio

December 16, 2013
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Dave Yost - Auditor of State

HAMILTON COUNTY MENTAL HEALTH AND RECOVERY BOARD
HAMILTON COUNTY
CLERK'S CERTIFICATION

This is atrue and correct copy of the report which is required to be filed in the Office of the
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio.

Livan Poablutt

CLERK OF THE BUREAU

CERTIFIED
FEBRUARY 20, 2014
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