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INDEPENDENT AUDITOR'S REPORT 

We have audited the accompanying consolidated statement of financial position of HealthWays, Inc and 
Affiliates (non···profit organizations) as of June 30, 2011, and the related consolidated statement of 
activities and changes in net assets, and consolidated statement of cash flows for the yeru· then ended. 
These consolidated financial statements rue the responsibility of HealthWays, Inc. and Affiliates' 
management Our responsibility is to express an opinion on these consolidated financial statements 
based on OUI audit 

We conducted OUl audit in accordance with auditing standruds generally accepted in the United States of 
America and the standruds applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States .. 1hose standruds require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statements are flee of 
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial statements .. An audit also includes assessing the accounting principles 
used and the significant estimates made by management, as well as evaluating the overall financial 
statement presentation .. We believe that our audit provides a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all material 
respects, the financial position of HealthWays, Inc. and Affiliates as of June 30, 2011, and its changes in 
net assets and its cash flows for the year then ended in confOImity with accounting principles generally 
accepted in the United States of America. 

In accordance with Government Auditing Standards. we have also issued our report dated April 24. 
2012, on our consideration of HealthWays, Inc's and Affiliates' intemal 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 intemal contml over financial reporting or on compliance. That report is an integral 
part of an audit performed in accordance with Government Auditing Standardl and should be considered 
in assessing the results of our audit. 

_d~~~)..J. ~J1~: 
Wheeling, West Virginia I (] 
April 24, 2012 

I -----------
21 Warden Run Road' Wheeling, WV 26003 • Phone: (304) 233-0141 • Fax: (304) 233-1226 

www.skmcpa.com • E-mail: cpa@skmcpa com 



HEALTHWAYS, INC. AND AFFILIATES 
CONSOLIDATED S"IATEMENT OF FINANCIAL POSIl'ION 

FOR THE YEAR ENDED JUNE 30, 2011 

Greenbr'ier Brooke .. Hancock 

HealtbWals,lnc. Manor, Inc. Conununitl: Living, Inc. 
ASSETS: 
Current assets: 
Cash and cash equivalents $ 4.'723.191 S 160 $ 26.781 
Client receivables. net 755.452 
Contract receivables 326..132 
Prepaid insurance 801 
Deposits and prepaid assets 147,734 

Total current assets 5,953.109 _._-.2§.L 26,781 

Deposits held in trust-funded -------- 2,065 5,075 

Restricted Deposits and 
Funded Reserves 

~.-----.------". 
31,691 35,434 

PI;!ntl Jmm~ and !:9UID:m~t: 
Land 49.184 30,000 32783 
Buildings 3.134,863 461.735 961,181 
Equipment 832,502 30,806 
Furniture and fixtures 83,672 20,409 39,991 
Vehicles 898 SIS 
Construction in process 88,015 

5,086,,751 512,144 1,064 761 
Less accumulated depreciation (3,224,613) (157,246) (675.450) 

Property and equipment, net 1,862,138 354,898 389,311 

QIher assets, at cost: 
[nvestments 1311,924 
investment in joint venture 86,172 
Deferred Financing Costs 6,575 

Total other assets 1,398,096 __ .. _. __ ._ 6,5~_ 

lotal assets $ 9,213,343 $ 389,615 $ 463.176 

LIABILITIES & NET ASSETS: 
~l!rrent JiabiJi!ie§: 
Accounts payable $ 474,614 $ 6.235 $ 7352 
Provider tax payable 21900 
Accrued wages and benefits 377,652 
Reserve for third party settlements (1,500) 
Deferred income 139.604 
Tenant security deposits l713 3.648 
Accrued interest payable 4,780 
Mortgage payable-current portion 22,143 

-~".-~.---, 

Total current liabilities 1,018,270 7,948 37,92~_ 

LQng~Term Liabilities: 
Mortgage payable ---_._--.--- ___ lJ8,400 809,935 

Total liabilities 1,018,270 386,348 847,858 

Net assets: 
Unrestricted net assets (deficic) 8.152.361 3267 (384,682) 
Temporarily restricted net assets 42,712 

Total net assets 8,195,073 3.267 _.---_ .. (384,682) 

I otalliabilities and net assets $ 9,213,343 $ 389,615 $ 463,176 

The accompanying notes are an integral pan of these financial statements 
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Combined 

2011 

$ 4,150132 
155,452 
326,732 

801 
147.734 

5,980,851 

7,140 

67,125 

111967 
4,557,779 

863,308 
144,072 
898515 

88,015 
6,663,656 

(4,057,309) 
2,606,347 

! 311924 
86,172 

.---" 6,575 
1,404,671 

$ 10.066,134 

$ 488,201 
27,900 

377,652 
(1,500) 

139,604 
5.361 
4.780 

22,143 

1,064,141 

1,188,335 

2,252,476 

7,770.946 
42,712 -7,813,658 

$ 10,066,134 



HEALIHWAYS, INC. AND AFFILIAIES 
CONSOLIDA1ED STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS 

FOR THE YEAR ENDED JUNE 30, 2011 

Greenbrier Brooke,·Hancock Combining 
HealtbWa~~ Manor, Inc. Community Living, mc Entries 

UNRESl'R1CIED NE1 ASSE1S: 
SUQl2Qrt and Revenues 
N~t client service revenue $ 7.344 336 $ $ $ 
Rental income 31.0&5 72229 
Tenant assistance payments 10.993 88 .. 699 
West Virginia Department of Hea!L'1 
and Human Resources funding 2 175 926 

Other support 210.999 
Workshops and rentals 13108 
Invesunent income (loss) 173.797 91 337 
Management fee revenue 18.793 (9612) 
Tenant charge!> 1.488 
Other revenue 29.676 655 4.510 

lota1 suppon and revenues 9.966.635 44.312 165.775 (9.612) 

Net assets released from restrictions _ ... ,_._ .. _._._. ----_. .------
Total revenues and reclassifications 9.966.635 44.312 165.775 19•6121 

OQeratiog £2!ioen5eS 
Salaries and wages 3326641 
Employee benefits I 109.059 
Contracted services 3114.871 17 379 13812 
SuppJies 218066 2.358 11.482 
Transportation 229311 
Utilities and telephone 139.300 11325 22.304 
Maintenance 162.964 2.203 2 .. 254 
Depreciation 198319 11954 34.939 
Bad debt 133552 
Insurance 113297 4.037 6.126 
lnlerest expense 58.,842 
Provider tax 328566 
Management fees 3.936 5.676 (9612) 
Inve~:Hment fees 7.132 
Olller 112.497 3.097 6,265 ------

Total expenses __ 9_.193.575 . 56.289 161.700 (9.612) 

CMherlnconu1Exnense~ 

Gain (Loss) on Disposition 28.626 --_._ .. - -----. 
Total other Income/expenses 28,626 ._-_._---- -.-----

Increase (decrease) in 
unrestricted net assets 801.682- . __ . .ill.:2Z1l. 4.075 

!"he accompanying notes are an integral part of these financial Slarements 
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Combined 
2011 

$ 7,344.336 
103.314 
99692 

2.175.926 
210999 

13.108 
174225 

9 . .181 
1488 

34.841 
10.167.110 

------_. 
10.167.110 

3.326641 
1.109 059 
3146.062 

231906 
229.311 
172.929 
167421 
245.212 
133.552 
123.460 
58842 

328 566 

7132 
121.&59 

9.401.952 

28.626 
____ 28.626 

793.784 



HEAL JHWA YS, INC. AND AFFILIATES 
CONSOLIDA JED SI ATEMENT OF ACTMTIES AND CHANGES IN NET ASSETS 

FOR THE YEAR ENDED JUNE 30, 2011 

Greenbrier Brooke .. Haocock Combining 
HeaJthWays, Inc. Manor, Inc •. Community Living, Jnc _ Entries 

IEMPORARILY RESTRICTED 
NET ASSETS: 

Support and Revenues 
Gr,iJl{S 
Net assets reJeased from restrictions 
Increase (decrease) in 

temporarily re!itricted net assets 

Increase (decrease) in net assets 801 .. 686 

Net asseiS (deficit), beginning of yeru __ 0 __ 7.393.3~ 

Net assets (deficit), end of year $ 8.195.073 

(11,977) 4,075 

15.244 (388.757) 

$ 3.267 $ (384.682) $ 

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

Combined 
2011 

793.784 

7.019,874 

7.813,658 



HEAL11:IWAYS, INC .. AND AFFlllAIES 
CONSOLlDA'IEDSTATEMENI OF CASH FLOWS 

FOR TIlE YEAR ENDED JUNE 30, 2011 

GrHllbriu Brooke,·Hancock 
Health Wa~.lnc ManOl". Inc. Communlt~ Livin& Ine. 

~!lib ~~ [rom Q~I!!uns an!:! 
:-JOQ:Qpet!!linp Re'!nfl!! AcIM!jes' 
!"creu~e (decruS¢) in ~t ilS!Ie\S S 801,686 S OI.977} $ 4.075 

Adj"~mcmUi to r«tJQcik im:reD!.e (decre~~) in nel 

a~s. to nel c:uh provided (U5ed. by opo:r~tinpnd 
non· PpeflilinS a.:tim~: 

Depredation 198319 11954 34 939 
Reanlti.! and unreaffLed {!!<lin} los~ on 'IIIveSlmem~ (t04 598) 
Rtali:.too (~in) !os5 on l>lIle oi'asseL~ (28.626) 

Change in u=t.s and liabml\e~ 
(Increase-) deeretlse in reeeiVo\ble~ 278144 
(lnrn:ase) decreaM: Indcposlf!; and prcpllid c~pense$ (67382) 2,. 
(In~ftl~t') dcmaoc In Olhcr a~ 
(lnetta:;.e) decrta$t !n ffiht't joinl llenturt' 
'nc~c (decrease) in &COOnL~ payable (56,163) (l7!g) Z70 
ltu::rem.e {ctecreil~) in provider ta~ 7810 
Incu,ase (decrea!>l.') in accrlJCd Wlle:e~ a~d benefil.~ 25558 
!fl<::reJst" (dtCrt3~} ill ttMnt :'oecurit)' dtJX'!iiL~ (13) 
fncrtase ldecl'tllse) in Oilier Jl~bilitfes (119) 
hlCl"ellse (dt:cre;J~) in dekrrro iarorne 12,151 

N~t I:1Ish proVIded (used) b.l' operali~ activities 1,066,899 (I,445) 39,152 

ClIsh F1o~ (mm 1!ll'S:81!t!: OOivilil:~ 
(Pllrcha~) ofpropeny and equipllu:rl1 (187 596) (! 17(6) 
(pun:hases.. of investments (995243) 
Sak orlnytSlmeM~ 382 988 
Nt! (dept'lsits) wi\hdmwls in reserves and residill! !"ec'cip!S (2,49!) 12%8 
Proceeds from ~!e nf 3!I~\j. 28.626 

Nd cash prtwided (used) in inYI:Ming ~IMde~ 1771,225) <2.491} 1262 

k!!~b Eltlws fmm EioinSiisll &!W!&:i 
I'rindpat {payments} nn 11m mort(!llge (20,615) 

Nel c<l~h provided (u~d) in r!l'lallcin&U<:tlilie.\ (20,615} 

Net increase (de!'re:3sel ill. cash 2956'74 (J,936) .9799 

Cailh.1mJ ~';lsh eqlliY1l1enl~ 111 beginning of the ye.ilr 4,427,517 4,096 6,98.2 

Calib and cam tlqlJivalem:. 01\ end 01 the yur $ 4,72},191 $ 160 $ 26,781 

SIIppjo:m2nlai (li!I;IoSUTe fOl" c~,h flow infru-malion: 
Olsh paid during ihe period for: 

IIIlere51 cl~n~ $ $ $ 

lnc'orne Illll!.'> $ $ $ 

The ~mpanyjng oo!es lIfIllll1 in!egrm part oilh<!se fin:tndal Slalements 
5 

Comblnlng, CQmblnoo 
Entries 2011 

S 793.7&4 

245212 
C!04598} 

(28.,626) 

278, 144 
(61,OS6' 

(51'.611) 
7,810 

2.),558 
03} 

(119") 

12.151 --_ .. __ .. '_. 

--""-"--" l.l04.606 

(199302) 
(995,,243) 
382988 

10.477 

---,----
----~,-... 

31 I j31 

--._"---- 4,438..595 

, $ 4.75Q,!32 

$ , 
$ , 



HEALTHW AYS, INC. AND AFFILIATES 
NOTES TO CONSOLIDATED FINANCIAl, STATEMENTS 

JUNE 30, 2011 

Note 1- Description of Organization and Significant Accounting Policies: 

HealthWays, Inc. was incmporaled in West Virginia as a not··for-profit cOIporation on June 12, 1970 as 
Hancock-Brooke Mental Health Services, Inc On July 26, 1996. the name was officially changed to 
HealthWays, Inc (HealthWays) Its purpose is to establish, maintain, support and operate a 
comprehensive mental health center, primruily to serve the residents of Hancock and Brooke counties in 
West Virginia, but also to serve the residents of swrounding areas. During the year ended June 30, 2009 
HealthWays, Inc obtained a controlling interest in Greenbrier Manor, Inc During the yeru· ending June 
30,2011 Health Ways, Inc obtained a controlling interest in Brooke-Hancock Community Living, Inc. 

Greenbrier Manol, Inc. (Greenbrier Manor) is a not-for-profit corporation organized under the laws of 
the State of West Virginia, to acquiIe real propelty located in WeiIton, WV and to consUuct and operate 
thereon an 8 unit aprutment complex in accordance with Section 202 of the National Housing Act of 
1959 .. Such projects ru·e regulated by HUD as to rent charges and operating methods .. The pr~ject is also 
su~ject to Section 8 Housing Assistance Payment agreements with HUD, and a significant pOltion of the 
Project's revenue is received from HUD. In addition, the Corporation is opeIated exclusively fOl 
nonprofit pwposes, and no prut of the income or assets of the Corporation may be distributed to, or inure 
to the benefit of, any individual 

Brooke·Hancock Community Living, Inc. (Shiloh Aprutments) is a not-fol-profit corporation organized 
under the laws of the State of West Virginia, to acquire real property located in Wellsburg, WV and to 
consUuct and operate thereon a 21 unit aprutment complex in accordance with Section 202 of the 
National Housing Act, with mortgage insurance provided by the Fedelal Housing Adminisu·ation (FHA) 
of HUD. Such pr~jects are regulated by HUD as to rent charges and operating methods The project is 
also subject to Section 8 Housing Assistance Payment agreements with HUD, and a significant portion 
of the Project's revenue is received from HUD. In addition, the Corporation is operated exclusively for 
nonprofit purposes, and no part of the income or assets of the Corporation may be disUibuted to, or inure 
to the benefit of, any individual., 

Basis of Financial Reporting· The consolidated financial statements have been prepared on the accrual 
basis of accounting in accordance with guidelines established by the American Institute of Certified 
Public Accountants 

Plinciples of Consolidation - The consolidated financial statements as of June 30, 2011 include the 
accounts of Health Ways, Inc .. and its conuolled affiliates: Greenbrier Manor, Inc .. and Brooke-Hancock 
Community Living, Inc .. All intercompany Uansactions have been eliminated from the consolidated 
financial statements. 

6 



HEALTHW AYS, INC. AND AFFILIATES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

JUNE 30, 2011 

Note 1 - Description of Organization and Significant Accounting Policies (continued): 

Revenue Recognition - Health Ways has agreements with third-party payers that provide for payments to 
the organization at amounts different from its established rates. Payment arrangements include 
prospectively determined rates per encounter, reimbursed costs, and discounted charges .. Net client 
service revenue is reported at the estimated net realizable amounts flom patients, third-party payers, and 
others for services rendered, including retroactive adjustments under reimbursement agreements with 
third· party payers. Retroactive adjustments ar·e recorded on an estimated basis in the period the related 
services are rendered and aqjusted in future periods as final settlements ar·e determined 

Revenues flom services rendered to clients are recorded by HealthWays, Inc at the full-established 
rates, with estimated amounts uncollectible by reason of charity allowances and conlIactual adjustments 
recorded as revenue deductions. Net amounts are reported on the statement of activities For the year 
ended June 30, 2011, allowances and discounts totaled $2,163,328. 

Revenues are based on medical services provided These revenues ar'e based, in part, on cost 
reimbursement principles and ar'e subject to audit and retroactive adjustment by the respective third
party fiscal intermediaries., In the opinion of management, retroactive adjustments, if any, would not be 
material to the financial position 01 results of operations of Health Ways 

Charity. Care - HealthWays provides care to patients who meet certain criteria under its charity car'e 
policy without charge or at amounts less than its established rates 

Contributions. Grants and Awards - All contributions, grants and awards ar'e considered to be available 
for unrestricted use unless specifically reslIicted by the donOI/grantor Amounts received that are 
designated for future periods or reslIicted by the donOlfgrantor fOl specific pUiposes are reported as 
temporarily restricted or permanently restricted support that increases those net asset classes. However, 
if a reslIiction is fulfilled in the same year' in which the contribution, grant or award is received, 
Health Ways reports the SUppOlt as unrestricted 

Deductions £i'om Revenue - HealthWays' policy is to charge for services at standard billing rates and to 
record sliding fee adjustments and contractual allowances as a deduction from revenue Accordingly, 
accounts receivable as ofJune 30, 2011 have been reduced by such allowances .. 

7 



HEALTHWAYS, INC. AND AFFILIATES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

JUNE 30, 2011 

Note 1 - Description of Organization and Significant Accounting Policies (continued): 

CUlrent Vulnerability Due To Certain Circumstances - HealthWays, Inc. receives a substantial portion 
of its funding from the Medicaid program and the West Virginia Department of Health and Human 
Resources, It is therefore dependent on funding from these agencies tor its continued existence" 

Patient service revenue that Health Ways' generates is primarily limited to selvices to residents in 
Hancock and Brooke counties in West Virginia, but aiso to serve the residents of surrounding ar'eas, 
General economic conditions in the areas can, therefore, significantly influence HealthWays' ability to 
collect fees tor services rendered. 

Greenbrier Manol, Inc's sole asset is an 8-unit apartment building. Greenbrier Manor, Inc,'s operations 
are concentrated in the multifamily real estate market In addition, Greenbrier Manor, Inc, operates in a 
heavily regulated environment. The operations of Greenbrier Manor, Inc are su~ject to the 
administrative directives, rules and regulations of federal, srate and local regulatory agencies, including, 
but not limited to HUD, Such administrative directives, rules and regulations ar'e subject to change by an 
act of Congress or an administrative change mandated by HUD. Such changes may occur with little or 
inadequate funding to pay for the related cost, including the additional administrative burden to comply 
with a change 

Brooke-Hancock Community Living, Inc.'s sole asset is a 21"unit apartment building" Brooke-Hancock 
Community Living, Inc.,'s operations are concentrated in the multifamily real estate market In addition, 
Brooke·Hancock Community Living, Inc" operates in a heavily regulated environment Ihe operations 
of Brooke-Hancock Community Living, Inc, ar'e subject to the administrative directives, rules and 
regulations of federal, state and local regulatOlY agencies, including, but not limited to HUD Such 
administrative directives, rules and regulations ar'e su~ject to change by an act of Congress or an 
administrative change mandated by HUD.. Such changes may occur with little or inadequate funding to 
pay for the related cost, including the additional administrative burden to comply with a change. 

Client Receivables - Client receivables have been reported net of allowances for uncollectibles and 
contractual adjustments of $468,226 as of June 30, 2011 Past due accounts are wlitten off in the period 
management deems them to be uncollectible. 

8 



HEALTHWAYS, INC. AND AFFILIATES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

JUNE 30, 2011 

Note 1 - Description of Organization and Significant Accounting Policies (continued): 

Client Receivables (continued) ~ Client receivables are reported at estimated net realizable amounts from 
patients and responsible thiId-party payers. Amounts owed to Health Ways are repOlted net of 
allowances Allowances include estimates of contractual adjustments, charity car·e and bad debts 
Specific patient balances ar·e written off at the time they ar·e determined to be uncollectible .. The process 
for estimating the ultimate collection of receivables involves significant assumptions and judgments .. In 
this regard, HealthWays has implemented a standardized approach to estimate and review the 
collectability of its receivables based on accounts receivable aging trends. Historical collection and 
payer n:imbursement experience are an integral part of the estimation process related to determining 
allowances for contractual allowances and doubtful accounts. In addition, Health Ways assesses the 
current state of its billing functions in order to identify any known collection or reimbursement issues to 
determine the impact, if any, on its reserve estimates, which involve judgment. Revisions in reserve 
estimates ar·e recorded as an adjustment to net client service revenue or the provision for doubtful 
accounts in the period of revision Health Ways believes that its collection and reserve processes, along 
with the monitoring of its billing processes, help to reduce the risk associated with material revisions to 
reserve estimates resulting from adverse changes in collection, reimbursement experience and billing 
functions. 

PropertY-and Equipment - HealthWays, Inc. leases its facility located at 501 Colliers Way, Weirton flom 
the West Virginia Department of Health under a 99-year lease for a total of one dollar. For accounting 
purposes, Health Ways, Inc has recorded the associated value of the facility of $1,428,594 as a fixed 
asset and is providing for depreciation on a straight-line basis over a period of fifty years Attached to 
these consolidated financial statements is a listing of other assets that have been purchased with state 
funds These assets ar·e used by Health Ways, Inc .. and depreciated by them but remain the property of 
the state of West Virginia., 

Property and equipment with a cost exceeding $1,000 and an estimated useful life of greater than one 
year is recorded at historical cost Depreciation is calculated using the straight-line method over the 
estimated useful life of the assets. Depreciation expense for HealthWays, Inc., for the year ended June 
30,2011 was $198,319 .. Depreciation for Greenbrier Manor, Inc for the year· ended June 30, 2011 was 
$11,954 Depreciation expense for Brooke-Hancock Community Living, Inc .. for the year ended June 30, 
2011 was $34,939. Consolidated depreciation expense fOI the year ended June 3D, 2011 was $245,212 .. 
Because Health Ways, Inc leases from the state, the state is responsible for all major repairs and 
maintenance, therefore HealthWays, Inc .. does not maintain a schedule for planned major repairs and 
maintenance. 

Health Ways, Inc .. reviews its investment in propetty for impairment whenever events or changes in 
circumstances indicate that the carrying value of such property may not be recoverable Recoverability 
is measured by a comparison of the carrying amount of the property to the future net undiscounted cash 
flow expected to be generated by the property including any estimated proceeds from the eventual 
disposition of the property. If the property is considered to be impaired, the impairment to be recognized 
is measured at the amount by which the carrying amount of the propeIty exceeds the fair value of such 
propeIty. There were no impairment losses recognized in 201 L 

9 



HEALTHWAYS, INC. AND AFFILIATES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

JUNE 30, 2011 

Note 1- Description of Organization and Significant Accounting Policies (continued): 

Net Asset Classification - Net assets of Health Ways, inc. and Affiliate and changes therein are ciassified 
and repOIted as follows: 

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 will be met 
either by actions of Health Ways, Inc. and Affiliates andlor the passage of time. 

Permanently restricted net. assets _. net assets subject to donor-imposed stipulations that they be 
malntalned permanently by HealthWays, Inc and Affiliates 

Revenues are repOIted as increases in umestricted net assets unless use of the related assets is limited by 
donor-imposed restrictions Expenses ar·e repoIted as decreases in umestricted net assets Gains and 
losses on assets or liabilities are repoIted as increases or decrease in unrestricted net assets unless their 
use is restricted by explicit donor stipulation or by law. Expirations of temporary restrictions on net 
assets (i .e .. , the donol-stipulated purpose has been fulfilled andlor the stipulated time period has elapsed) 
ar·e repOlted as net assets released from restrictions. 

Hea1thWays, Inc. and Affiliates have no permanently restricted net assets at June 30, 2011. HealthWays, 
Inc .. 's temporarily restricted net assets at June .30, 2011 were $42,712 The composition of the 
temporarily restricted net assets for HealthWays, Inc as of June 30, 2011 was $42,712 related for use in 
the "Miracles Happen" program. Greenbrier Manol, Inc. and Brooke-Hancock Community Living, Inc. 
do not have any temporarily restricted net assets as of June 30, 201 L 

Income Taxes - The Organizations are not-·for-profit organizations that are exempt hom income taxes 
under Section 501(c)(3) of the Internal Revenue Code. In addition, the Organizations qualify for the 
charitable contribution deduction under Section 170(b)(l)(A) and has been classified as an Organization 
that is not a private foundation under 509(a)(2).. The Organization's Federal Return of Organization 
Exempt from Income Tax (Form 990) for the tax years 2007, 2008, and 2009 ar·e suleject to examination 
by the IRS, generally for three years after they were filed 

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

Contributions - Contributions received are recorded as umestricted, temporarily restricted, or 
permanently restricted support depending on the existence andlor nature of any donor restrictions. 

Unconditional promises to give are recognized as revenues, or galns, in the period received and as 
assets, decrease of liabilities, or expenses depending on the form of the benefits received. Conditional 
promises to give are recognized when the conditions on which they depend are substantially met 

Contribution and support that is restricted by the donol is reported as an increase in unrestricted net assets if 
the restriction expites in the same reporting period in which the contribution or support is received 
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HEALTHWA YS, INC. AND AFFILIATES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

JUNE 30, 2011 

Note 1- Description of Organization and Significant Accounting Policies (continued): 

Functional Classification of Activities - Expenses are charged to program and support services based on the 
actual costs incuned. Management and general costs have been combined with program services when these 
amounts are not separable. Additionally, those expenses which are not directly identifiable with any other 
specific function but provide overall support and direction have been included as Management and General 

The classification of expenses by functional allocation is as follows: 

Program Services 
Management & General 

Program Services 
Management & General 

Health Ways, Inc. 

Greenbrier Manor, Inc .. 

Brooke-Hancock Community Living, Inc .. 

Program Services 
Management & General 

Program Services 
Management & General 

Consolidated 

2011 
$ 7,732,346 

1,461,229 
$ 9,193,575 

2011 
$ 43,864 

8.489 
$ 52,353 

20ll 
$ 15 !.369 

4,655 
$ 156.024 

2011 
$ 7,973,560 

1,428,392 
$ 9,401,952 

Cash and Cash Equivalents .. FOI pUlposes of the consolidated statement of cash flows, Health Ways, Inc .. 
and Affiliates consider all investments with an original matwity date of three months or less to be cash 
equivalents. Cash equivalents are stated at cost, which approximates market 

Subsequent Events - Management has evaluated subsequent events through April 24, 2012, the date the 
financial statements were available to be issued 

Reclassifications - The COIPOlatiOn'S policy is to reclassify amounts reponed in pliO! year financial 
statements when necessary for classifications adopted dwing the cuuent year .. There were no significant 
reclassifications dwing 20 II 
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HEALTHWA YS, INC. AND AFFILIATES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

JUNE 30, 2011 
Note 2 - Retirement Plan: 

DOling the fiscal year ended June 30, 1981, HealthWays, Inc. adopted a Simplified Employee Pension 
contribution agreement covering all full-time employees, age 21 and over with 18 months of service 
DOling the fiscal year ended June 30,1996, HealthWays elected to include part-time employees During 
the fiscal year ended June 30, 2006, HealthWays adopted a 401k plan covering all eligible employees, 
age 21 and over with no service requirements The 40lk plan has no company conuibutions. 
HealthWays accrues an equivalent of 7% of eligible employees gross wages on a monthly basis. For the 
fiscal year ended June 30, 2011, retirement plan expense related to the Simplified Employee Pension 
plan amounted to $162,356 of which $11,337 was unpaid and included in accrued wages and benefits on 
the balance sheet. 

Note 3 - Investments: 

Investments - Investments in marketable secuIlties with readily determinable fair values and all 
investments in debt securities ar·e reported at their fair values in the Statement of Financial Position. 
Unrealized gains and losses are included in the Statement of Activities and Changes in Net Assets 

At June 30, 2011 investments held were comprised of the following: 

June 301 2011 Cost Market 
Cash and Cash Equivalents $ 230,108 $ 230,108 

Equity SecOlities 66,565 69,064 

Murnal Funds-Equity 890,900 861,008 
Murnal Funds-Fixed Income 152,998 151,744 ---_. 
Total $ 1,340,571 $ 1,311,924 

Uruealized investment (gains) losses for the year's ending June 30, 2011 amounted to ($104,598) 

Investment in Joint Venrnre·- During the year ended June 30, 1996, HealthWays, Inc along with many 
other mental health centers, jointly created First Choice Health Systems, Inc., a for profit corporation to 
enable the centers to pool their influence to expand into statewide markets The OIiginal investment was 
$50,000 with an estimated value of $86,172 as ofJune 30, 2011 

Note 4 - Line-of·Credit: 

HealthWays, Inc has established a continuing line-of~credit with the Steel Workers Community Federal 
Credit Union in the amount of $200,000. There was no outstanding balance on this credit line as of June 
30,2011 The line has a variable interest late and requires said interest to be paid monthly. Accounts 
receivable have been pledged as collateral. 
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HEALTHWAYS, INC. AND AFFILIATES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

JUNE 30, 2011 
Note 5 - Long-Term Debt 

Greenbrier Manor, Inc .. has a capital advance agreement with HUD in the amount of $378,400 .. This 
agreement is secmed by a mortgage deed on the property located at 229 Greenblier Road, Weirton, WV, 
As noted in the mortgage note dated July 30, 1998, the plincipal sum shall bear no interest nor shall 
repayment be required so long as the housing lemains available to eligible, low-,income persons with 
disabilities in accordance with Section 202 of the Housing Act of 1959, the Regulatory Agreements and 
Regulations., If default be made by the Owner, the entire principal sum shall at once become due and 
payable. Interest per annum at a rate equal to 6.75% shall be payable on demand with respect to the 
payment of principal upon default 

Brooke-Hancock Community Living, Inc had a mortgage payable to the U.s, Depattment of Housing 
and Urban Development and later re··financed the mOItgage payable through Progressive Bank. This 
agreement is secured by a mortgage deed on the property located at 3025 Pleasant Avenue, Wellsburg 
WV 26070 The mortgage bears interest at a rate of 6.99% and matmes in 2030., As of June 30, 2011, 
the outstanding balance on this mortgage amounted to $832,078., The principal payments on mortgages 
and notes payable due in the next five yeats and thereafter at'e as follows: 

2012 
2013 
2014 
2015 
2016 
Thereafter 

Note 6 - Housing Assistance Payment Contract 

$ 22,143 
23,742 
25,455 
27,293 
29,263 

704_182 
$ 832Q78 

To subsidize a portion of the tenants' monthly rental costs of the projects, Greenbrier Manor, Inc, has 
entered into Housing Assistance Payment (HAP) contracts with HUD, which require certain restrictions 
on operating policies, rental chatges, and opel8ting expenditures, Under the terms of the contr'acts, a 
"contract rent" value is assigned to each unit based on results of a market compatability study of other 
rental units in the regional area .. The tenants' monthly rental cost is equal to 30 percent of their adjusted 
monthly income. The balance of the contract rent is subsidized by HUD. Subsidized rental income was 
$10,993 for the year ended June 30,2011 

To subsidize a portion of the tenants' monthly rental costs of the projects, Brooke-Hancock Community 
Living, Inc. has entered into Housing Assistance Payment (HAP) contracts with HUD, which require 
certain restrictions on operating policies, rental charges, and operating expenditures .. Under the terms of 
the contracts, a "contract rent" value is assigned to each unit based on results of a matket comparability 
study of other rental units in the regional area, The tenants' monthly rental cost is equal to 30 percent of 
their adjusted monthly income The balance of the contract rent is subsidized by HUD, Subsidized rental 
income was $88,699 for the yeat ended June 30, 2011. 
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HEALTHWA YS, INC. AND AFFILIATES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

JUNE 30, 2011 

Note 7 - Cash Balances in excess of FDIC and NCVA Insurance: 

HealthWays, Inc and Affiliates maintain accounts at local financial institutions The Federal Deposit 
Insurance Corporation (FDIC) and the National Credit Union Administration (NCtJA) insures a 
maximum of $250,000 per depositor Differences do exist between financial institution and book 
balances due to deposits .. in-transit, outstanding checks and other reconciling items. The following 
uninsured excess exists at June 30, 20 I L 

Balance as of June 30, 2011 

Less: FDIC &NCUA Coverage 

Less: Additional Coverage 

First Choice 
Credit Union 
$ 3,697,062 

WesBanco 
$ 849,074 

(250,000) (250,000) 
(3,697,062) __ 

TinMiU 
Credit Union 
$ 150,724 

(250,000) 

Hancock Co. 
. Savings Bank 

$ 251,177 

(250,000) 

Capital One 
$ 174 

(250,000) 

Amount (below) above coverage $ (250,000) $ 599,074 $ (99,276) =$=====I~,1=7=7 $ (249,826) 

Balance as of June 30, 2011 
less: FDIC & NCUA Coverage 
Less: Additional Coverage 
Amount (below) above coverage 

Balance as ofJune 30, 20 II 
Less: FDIC & NCUA Coverage 
less: Additional Coverage 
Amount (below) above coverage 

Greenbrier Manor. Inc. 

Brooke-Hancock Community Living. Inc. 

United Bank 

$ 19,861 
(250,000) 

Hancock Co. 
Savings 

Bank 
$ 15,255 

(250,000) 

($ ?3Q 139) ($ 234 745) 

WesBanco Progressive 
Bank Bank 

$ 4 $ 67.669 
(250,000) (250,000) 

($ 2d:2226) (~ 182~~ll 

The total uninsured excess as of June 30, 20 II was $600,251; management believes the credit risk associated 
with these deposits is minimal 
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HEALTHW AYS, INC. AND AFFILIATES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

JUNE 30, 2011 

Note 8 - Fair Value Measurements 

For assets and iiabilities measured at fair value on a reculling basis during the period, Financial 
Accounting Standards Board FASB ASC 820-10,-50-1 through 50 .. 3; 820-10-50-8, requires quantitative 
disclosures about the fair value measurements separately for each major category of assets and 
liabilities, For assets, that information is as follows for the yeru ended June 30, 2011: 

Cash and cash equivalents: 
Equity Securities: 

Healthcar'e 
Financial 
Technology 
Services 
Basic Materials 
Consumer Goods 
Utilities 
Industrial Goods 
Index Fund 
Conglomerates 

Equity Mutual Funds: 
Mid-cap growth 
Diversified Emerging Mrukets 
Large Value 
Foreign Large Value 
Mid-cap blend 
Small Growth 
Real Estate 
Foreign Lruge Growth 
Moderate Allocation 

Fixed Income Mutual Funds: 

Total investments 

Assets at Fau Value as oOune 30, 2011 

Quoted PIices in 
Active Mrukets 

(Level 1) 

$ 230,10773 

8,09369 
8,21156 

13,72898 
11,03174 
11,205.50 
7,67167 
1,09232 
2,801.69 
3,146.40 
2,080.11 

4,70896 
13,64067 
12,33906 
13,79577 
4,670.98 
6,23956 
7,539 .. 81 

13,53067 
784,54227 

_--",15,--,,1/44.86 
$ 1,311,924.00 
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Significant Other 
ObseIvable Inputs 

(Level 2) 

$ 

$ 

$ 

$ 

Significant 
Unobselvable 

Inputs 

(Level 3) 



HEALTHWA YS, INC. AND AFFILIATES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

JUNE 30, 2011 

Note 9 - BUD Restricted Deposits 

Under the terms of the Regulatory and Loan Agreements, Greenbrier Manor, Inc and Brooke-Hancock 
Community Living, Inc. are required to maintain certain deposit accounts to be held for specified 
purposes Greenblier Manor, Inc and Brooke-Hancock Community Living, Inc. are required to make 
monthly deposits to a replacement reselve account for the future lepair and replacement of propelty and 
equipment Additionally, any surplus cash existing at year-end is required to be deposited into a residual 
receipts account. Withdrawals from the replacement reselve and residualleceipts accounts ar·e subject to 
approval by HUD .. Balances in restricted funds as of June 30, 2011 were as follows: 

Greenbrier Manor, Inc. 
Replacement Reserve 
Residual Receipts 
Tenant Security Deposits 

Brooke-Hancock Community Living. Inc. 
Replacement Reserve 
Tenant SecUlity Deposits 

Note 10 - Rent Increases 

Balance 
$ 19,992 

11,699 
2,065 

Balance 
$ 35,434 

5,075 

Under the IegulatOlY agreement, Greenblier Manor, Inc and Brooke-Hancock Community Living, Inc .. 
may not increase rents char·ged to tenants without HUD approval 

Note 11 - Related Party Transactions 

Health Ways, Inc, which has majoIity control of the board of directors of both Greenblier Manor, Inc 
and Brooke .. Hancock Community Living, Inc, is the management agent of the Projects During the year· 
ended June 30, 2011, Greenblier Manol, Inc .. paid $10,259 in management and bookkeeping fees and 
$1,584 in other reimbursements to HealthWays, Inc Brooke-Hancock Community Living, Inc. paid 
$5,676 in management fees and $4,205 in other reimbulsements to HealthWays, Inc There were no 
receivables from or amounts payable to related parties as of June 30, 2011 

Note 12 - Legal Proceedings 

Health Ways and Affiliates ar·e involved in legal actions in the ordinary course of business Although the 
outcome of any litigation cannot be predicted with celtainty, management believes that any unfavorable 
settlements or decisions will eithel be covered by insurance or not materially affect Health Ways and 
Affiliates financial position or results of operation 
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SUPPLEMENTARY INFORMATION 



SEACHRIST, KENNON & MARLING, A.C. 
Certified Public Accountants & Business Consultants 

Members of: Craig K Seachrist, CPA, CVA 
Diana L Kennon, CPA, CVA 
Ronnie L Marling, CPA, CFE 
Julie A Kerns, CPA 

American Institute of Certified Public Accountants 
Governmental Audit Quality Center 

Employee Benefit Plan Audit Quality Center 
Chantelle S Horvath, CPA 
James M Riley, CPA 

INDEPENDENT AUDITOR'S REPORT ON ADDITIONAL INFORMATION 

To the Board of Directors of 
Health Ways, Inc & Affiliates 

We have audited the consolidated financial statements of HealthWays, Inc and Affiliates as of and fOJ 
the year ended June 30, 2011, and have issued our report thereon dated April 24, 2012, which contained 
an unqualified opinion on those financial statements, appe3ls on page 1 OUI audit was performed for the 
pUIpose of fOJming an opinion on the consolidated financial statements as a whole. The statements of 
financial position, statements of activities and changes in net assets, and statements of cash flows tOI 
HealthWays, Inc. for the years ended June 30, 2011 and 2010 (shown on pages 18-20) the schedule of 
property and equipment pUI'chases with BHHF administered funding (shown on pages 2122) and the 
schedule of expenditures of federal awards and state aW3lds (shown on pages 23-24) are presented for 
the purpose of additional analysis and is not a required part of the basic consolidated financial 
statements The statement of financial position, statement of activities and changes in net assets, 
statement of cash flows for Greenbrier Manor, Inc. for the year ended June 30, 2011, and supplemental 
data required by HUD (shown on pages 25-30), are also presented for purposes of additional analysis 
and is not a required p3l! of the consolidated financial statements. The statement of financial position, 
statement of activities and changes in net assets (deficit), statement of cash flows for Brooke,-Hancock 
Community Living, Inc., for the year ended June 30, 2011, and supplemental data required by HUD 
(shown on pages 31- 36), 3Ie also presented for purposes of additional analysis and is not a required P3lt 
of the consolidated financial statements. 

Such information is the responsibility of management and was derived from and relates directly to the 
underlying accounting and other n~cords used to prep3le the financial statements .. The information has 
been subjected to the auditing procedures applied in the audit of the consolidated financial statements 
and certain additional procedUI'es, including comp3ling and reconciling such information directly to the 
underlying accounting and other records used to prepare the financial statements or to the financial 
statements themselves, and other additional procedures in accordance with auditing standards generally 
accepted in the United States of America In our opinion, the information is fairly stated in all material 
respects in relation to the consolidated financial statements taken as a whole. 

-A'" ,...' I I / f(JAC .--<~~..f " 
Wheeling, West Vi~ginia 
April 24, 2012 -
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HEALTHWAYS, INC. 
STATEMENTS OF FINANCIAL POSITION 

JUNE 30, 2011 AND 2010 

ASSETS: 
Current assets: 
Cash and cash equivalents 
Client receivables, net 
ConlIact receivables 
Deposits and prepaid assets 

Total cull'ent assets 

Plant. property and equipment: 
Land 
Buildings 
Equipmeut 
Furniture and fixtures 
Vehicles 
Construction in process 

Less accumulated depreciation 
Propelty and equipment, net 

Other assets. at cost: 
Investments 
Investment in joint venture 

T alaI other assets 

Total assets 

LIABILITIES & NET ASSETS: 
Current liabilities: 
Accounts payable 
Provider tax payable 
Accrued wages and benefits 
Reselve for third party settlements 
Deferred income 

Total CUITent liabilities 

Total liabilities 

Net assets: 
Unrestricted net assets 
I emporarily reslIicted net assets 

Total net assets 

Total liabilities and net assets 

18 

2011 

$ 4,723,191 
755,452 
326,732 

, __ HZ,Z2±... 
5,953,109 

49,184 
3,134,863 

832,502 
83,672 

898,515 
88,015 

5,086,751 
(3,224,613) 
1,862,138 

1,311,924 
86,172 

__ I J2!!,.Q96 . 

$ 9,213,343 

$ 474,614 
27,900 

377,652 
(1,500) 

139,604 
1,018,270 

1,018,270 

8,152,361 
,_,, __ ,~,712 

8,195,073 

$ 9,213,343 

2010 

$ 4,427,517 
765,253 
595,075 

80,352 
5,868,197 

49,184 
3,128,451 

831,401 
74,359 

871,972 

4,955,367 
(3,082,506) 
1,872,86 I 

595,071 
86,172 

681,243 

$ 8,422,301 

$ 530,777 
20,090 

352,094 
(1,500) 

127,453 
__ 1,028,914 

1,028,914 

7,350,675 
42,712 

7,393,387 

$ 8,422,301 



HEALTHW AYS, INC 
STATEMENTS OF ACTIVITIES AND CHANGES IN NEI ASSETS 

FOR THE YEARS ENDED JUNE 30, 2011 AND 2010 

UNRESTRICTED NET ASSETS: 
Support and Revenues 
Net client service revenue 
West Virginia Department of Health 

and Human Resources funding 
Other support 
Workshops and rentals 
Investment income (loss) 
Management fee revenue 
Other revenue 

Total support and revenues 

Net assets re1eased from restrictions 

tOtal support. revenues and reclassifications 

Operating Expenses 
Salaries and wages 
Employee benefits 
Contracted services 
Supplies 
Transportation 
Utilities and telephone 
Building and equipment maintenance 
Depreciation 
Bad debt 
Insurance 
Provider tax 
Investment fees 
Other 

Total expenses 

Other IncomeJExpenses 
Gain (Loss) on Disposition 

Total other income/expenses 

Increase (decrease) in unrestricted net assets 

TEMPORARILY RESTRICTED NET ASSETS: 
Support and Revenues 
Donations 
Net assets released from restrictions 
Increase (decrease) in temporarily restJicted net assets 

Increase (decrease) in net assets 

Net assets, beginning of year 

Net assets, end of year 

19 

$ 

2011 

7,344,336 

2,175,926 
210,999 

13,108 

173,797 
18,793 
29,676 

9,966,635 

9,966,635 

3,326,641 
1,109,059 
3,114,871 

218,066 
229,311 

139,300 
162,964 
198,319 
133,552 
113,297 
328,566 

7,132 
112,497 

_. __ .. 9,!93'~L 

.-.. --.~~. 
28,626 . 

_. ___ 801,686_ 

801,686 

7,393,387 

$ 8,195,073 

$ 

2010 

7,264,807 

2,107,371 
247,730 

22,560 
150,604 

9,612 
7,216 

9,809,900 

9,809,900 

3,311,547 
1,072,606 
3,235,954 

193,277 
243,562 

131,576 
149,911 
216,732 

55,470 
106,062 
310,466 

5,984 
92,305 

__ ..• ...2,125,452 

200 .. ~~."~-, .. --,~.~--
_. ____ ... _322. 

. __ ._ 684,648 

684,648 

6,708,739 

$ 7,393,387 



HEALTHWAYS, INC. 
STATEMENTS OF CASH FLOWS 

FOR THE YEARS ENDED JUNE 30, 2011 AND 2010 

Cash Flows from Operating and Non-Operating 
Revenue Activities: 
Increase ( decrease) in net assets 

Adjustments to reconcile increase (decrease) in net assets to net 
cash provided (used) by operating and non-operating activities: 

Depreciation 
Realized and uM'ealized (gain) loss on investments 
Realized (gain) loss on sale of assets 

Change in assets and liabilities: 
(Increase) decrease in receivables 
(Increase) decrease in deposits and prepaid expenses 
(Increase) decrease in joint venture 
Increase (decrease) in accounts payable 
Increase (decrease) in provider tax 
Increase (decrease) in accrued wages and benefits 
Increase (decrease) in other liabilities 
Increase (decrease) in deferred income 

Net cash provided (used) by operating activities 

Cash Flows from Investing Activities 
(Purchases) of property and equipment 
(Purchases) of investments 
Sale of investments 
Proceeds f!'Om sale of assets 

Net cash provided (used) in investing activities 

Net increase (decrease) in cash 

Cash at beginning of the year 

Cash at end of the year 

Supplemental disclosure for cash flow information: 
Cash paid during the period for: 

Interest expense 

Income taxes 

20 

2011 

$ 801,686 

198,319 
(104,598) 

(28,626) 

278,144 
(67,382) 

(56,163) 
7,810 

25,558 

12,151 
1,066,899 

(187,596) 
(995,243) 
382,988 

28,626 
(771,225) 

295,674 

4,427,517 

$ 4,723,191 

$ 

$ 

2010 

$ 684,648 

216,732 
(76,899) 

(200) 

(354,552) 
8,015 

(2,457) 
(86,017) 

(9,272) 
5,578 

(32,726) 
11,840 

364,690 ._-.. 

(136,236) 
(6,241) 
6,241 

200 
(136,036) 

228,654 

4,198,863 

$ 4,427,517 

$ 

$ 



HEALTHWAYS.INC. 
SCHEDULE OF PROPERTY AND EQUIPMENT 

PURCHASES WITH BIDIF ~ ADMlNL~TERED FUNDING 
FOR TIlE YEAR ENDED JUNE 30, 20U 

Venoor O" .. Uf: of State Account ID 
Descnp:tlon of Capilal EXe£!!dlltlre N"", Acguisition Coot Number Number 

1 Autcgeruc Feedback Myograph Nit>. 41111982 $ 1.316.54 NIt>. N/A 
8iofeedb."\cK eClUlpment NlA 71111984 4.266.50 N/A N/A 
Riding mower and auuclunen1$ NlA 7/111984 4.510.00 N/A N/A 
Rdrigeratorlice maker Nit>. 7/1/1984 1.195.33 N/A NIt>. 
Ve!r1a conference table NlA 7/111984 2.911.45 N/A N/A 
I 1992 Ford Club Wagon NlA 111211993 17.295.00 N/A NIt>. 
I 1995 Dodge Caravan NlA 4/1511996 15.700.00 N/A NlA 
lntel compUier NlA 111111996 2,750.42 N/A NlA 
Computer N/A lllil1996 ),712.20 N/A N/A 
Computer NlA 4/111997 1,349.42 N/A N/A 
Computer and periphemls fnfotel Di101ributmg 81511998 4.929.30 8793-1999-2885-096-252 6314877 
Computer.; and peripherals (2) lnfolel Distributmg 3/3/1999 3.035.00 8193- t 999.2886-096-252 6930200 
Computer and peripheralS lnfotel Distributing 9/1511998 2.713,79 879)..1999-2890-096-252 6313810 
Computer and peripherail$ [nfotel Distributing 3/3/1999 3.024.00 8793-1999-2890-096-252 6908521 
Computer and peripherals Infotel Distributing 81511998 2.736.40 8793-1999-2892-096-252 6314930 
Computer Infotel Distributmg. Inc. 3/8f2000 2.493.75 8793-2000-2886-096-128 N/A 
CopIer Comdoc 512411999 3.542.00 8793-2000-2885-096-128 NlA 
ProJector [nfotel Distributmg, Inc. 612012000 3.191.60 8793·2000·2890-096-128 NlA 
Computers (4) o.1I 71112004 4.201.84 8793-2005-2885·096-128-10596 78135618 
Computers (2) Dell 7/112004 2,100.90 0525-2005·3426-219-2521258 78185528 
ComPUter o.1I 71112004 1.050.46 8793-2005-2892-096-128-105% 78185399 
Furniture Office furruture Warehou$e 8116/2004 6,479.05 8193~2005·2885-096-128-10596 H08tl4 
Fwniture Carolina Office FUlllllure 8/1912004 11.292.92 Vanous 10863 
Projector o.1I 8130120(}4 1.292.14 8193-2005·2885·096·128·)0596 86776104 
Projector Dell 813112004 1.292,14 8793-2005-2892-096-128-10596 86776104 
Projector Dell 813112004 1.292.14 8194-2004-2915·096-128-09184 86176104 
Computers (3) Dell 8/3112004 3.151.31 8193-2005-2885-096-128-10596 86776261 
Laptop computer Dell 8/3112004 1.259.28 8794-2004-29lS-096·128-09184 17150793 
Laptop computer Dell 8/3112004 1.259.28 8793~2005-2892-096M 128-1 0596 86776164 
Laptop computer o.U 8/3112004 1.259.28 8194~200.5-2852-096-128w I 0555 86176164 
Furniture Office Furniture Wn«:.mluse 8/31/2004 6.197.86 0525·2005 M 342()..219M25212S8 N/A 
2005 Dodge Cnnvan New City Auto Sales a/3112004 21.D6LB7 8794·2005-2852·096-128·10555 N/A 
2005 Chevy Express Van Bob Robin.o;on Chevrolet 813112004 28.500.00 Vanous N/A 
Building Vi\I1OUS 10/[112004 264.734.17 Vanous Vnnous. 
Phone system Advanced Commuructnions 1011212004 L514.10 Vanous 111004 
Phone system Advanced CorrunurucallOllS 11/1912004 1.616.50 0525~2005-3426-219-2521258 21333 
Building additions Vanous 1/2812005 la9.549.oo Vanous Vanou:) 
Appliances Lowes 212811005 4,616.86 Vanolls N/A 
CJeanmg. eqUIpment Ohio Valley Cherrucal 3/3 (flOOS L661.49 Vanous 58104 
Fwniture C(lroiina Office Funulure 3/3112005 4.123.43 Various N/A 
Building Improvements Colaianni Constructlon 3/3112005 49.616.00 Vanous N/A 
Copier Office Svstems of Wheeling. 411511005 5.194.00 Vanous 138 
COPIer AMCOM 6/3012005 1,671,62 0525w2005~ 3426-219-2521258 08208A 
Building improvemenls Sleeie Construction 613012005 7.602.00 Vanous N/A 
Fix.tures Triveri Alummum 6/3012005 4,550.00 Vanous 6! 15105 
Vehicle Jim Robinson 81112005 10.000.00 Vanous N/A 
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lIEALTIIWAYS.INC. 
SCHEDULE OF PROPERTY AND EQUIPMENT 

PURCHASES WITH BI1HF· ADMINL'ITIllIED PUNDING 
FOR THE YEAR ENDED JUNE 30, 2011 

Vendor Dtlteof State Accounl ID 
Derene!;lOn of Cn~jla1 E~nditure Name AC9!:!i~ition C"" Number Number 
Vehicle Jim Robinson 81912005 3,115.98 Vanous NIA 
Computer 0.11 112912006 1,499.21 Vanous N/A 
Computer 0." 21212006 1.281.54 Vanous N/A 
Vehicle N/A 212312006 9.239.20 Various NlA 
Computer server Tiger Ditect 7H6J2006 2.024.00 Vnrtous EQOBOo.9 
u,ptop computer Dell 912012006 1.169.81 Various EQOB0051 
Fax machine Office SYSlentS of Wheeling 212312001 !.313.34 Vanous EQOBOO53 
Computers (2) 0.11 311212007 2.159.67 Vanous 6QOB0054 
Building Weaver Barns 5/31/2007 4.876.00 Vanous BGOBOOO4 
Floonng Eennelt's Aoonng 5/3112007 '.605.38 Vanous !MOBoo03 
Floonng Bennelt's FJoonng 513112007 4,809.17 Ynrious !MOBOOo. 
Scanner/Calt machine Office Systems orWhteling 6n12oo7 2.046.86 Vanous EQOB0055 
Computel'5 (8) N/A 1012612001 6.631.28 Vnnous EQOB0056·63 
LaPiop compulers (2) N/A IO(l6l2001 1,82.3.21 VI\I1OUS EQOBOO64 & 65 
Lot Sealing N/A 512912008 l,100.00 Various lMOBOOO9 
Vehicle (3 door) N/A 61412008 1,639.70 V:\Ilous VEOB00Q9 
Fumtture N/A 6l27flOO8 3,618.24 Vruious Various 
Television N/A 6127n.oo8 1,860.63 Vanous FFOBOO08 
Stove NlA 6/2712008 1.986.41 Various FFOBOOO7 
FUl1llture NfA 613012008 3,551.37 Vanoos FF08009 
Computers (2) N/A 613012008 2.240.84 Vnnous EQOB0066 & 67 
Vehicles N/A 6/30/1:008 23,098.90 Various VEOBOOIO-I I 
Paint Offices N/A 511412010 3.800.00 Various NIA 
Generator N/A 21912010 1,175,00 Vanous N/A 
Desk. N/A 612512010 1.661.00 Vanous N/A 
AC Repair N/A 50-712010 1.222.05 Vanous N/A 
Vehicle Enterprtse 91212010 16,997.21 0525-20 J 2-2891-219-2521258 N/A 
Carpeung Floonng Amenca 511612011 4,9U1.I8 0525-2012-2891-219-2521258 NI" 
Funuture National 612912011 1,550.06 0525-2012-2885-219-2521258 N/A 
Laptop computer Dell 612212011 1.100.39 0525-2012-2851-219-252-7219 N/" 

Laptop computer Dell 812512008 1.223.22 8123-2009-2849-096-128-14014 EQOB0068 
Rooftop furnace Johnsun Boiierworks II/l4l2008 5,625.00 Vanous FFOBOOIO 
Laptop eOmpl.ller Dell 6/1211009 1,181,64 8723-2009-2849-096-128- (40 14 EQOB0069 
SCn'er/Hardware Dell 6/2912009 12.505.79 8723-2009-2849-096-128-l40 14 EQHW0206 

$ 858.226.23 
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Federal Grantor! 
Program Title 

SA Services 

SA Adolescent Services 

HEALTHWAYS, INC. 
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

FOR THE YEAR ENDED JUNE 30, 2011 

Current 
Account Federal Revenue 
Number CFDA# Earned 

8793·2011·2885·096-128 93.959 $ 334,673 

8793-20 J 1·2892-096·128 93959 40,963 

$ 375,636 

Expenditures 

$ 334,673 

40,963 

$ 375,636 

The accompanying schedule of expenditures of federal awards includes the federal grant activity of Healthways Inc. under 
programs of the federal government for the year ended June 30,20) 1 Because the schedule presents only a selected portion 
of the operations ofHeruthWays,lnc. it is not intended to and does not present the financial position, changes in net assets 
or cash flows of HealrhWays, Inc 

Expenditures repotted on the Schedule are reported on the accrual basis of accounting 

The accompanying notes are an integral part of these financial statements 
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HEALTHW AYS,INC. 
SCHEDULE OF EXPENDITURES OF SIA IE AWARDS 

FOR THE YEAR ENDED JUNE 30, 2011 

Federal Grantorl Account Federal 
Program Title Numbers CFDA# ---_. 

Uncompensated Care 0525··2011··3065·219·252 N/A $ 

Support Services 0525·2011·3041·219·252 N/A 

Case Management 0525·2011·2851·219·253 N/A 

Family Support Services 0525 .. 2011·2870-221·252 N/A 

Community Support Improvernenr 0525-2011·3702-219-252 N/A 

SA Core Discretionary 0525 .. 2011 .. 2885-219-252 NlA 

SA Adult Residential Treatment 0525 .. 2011-2891 ·219-252 N/A 

SA Adolescent Ompatient 0525·201 1·2892 .. 219 .. 252 N/A 

Care Coordinators Improvement 0525-2011·3701·219·252 N/A 

$ 

Current 
Revenue 
Earned Expenditures 

371,880 $ 371,880 

142,204 142,204 

296,361 296,361 

121,417 121,417 

73,814 73,814 

47,658 47,658 

520,000 520,000 

114,674 114,674 

62,438 62,438 

1,750,446 '$--1,750:446 

The accompanying schedule of expenditures of federal awards includes the federal grant activity of Healthways Inc under 
programs of the federal government for the. year ended June 30, 2011 Because the schedule presents only a selected portion of 
the operations of HealthWays, Inc > it is nol intended to and does not present the financial position. changes in net assets or 
cash flows of Health Ways Inc 

Expenditures reported on the Schedule are reported on the accrual basis of accounting 

The accompanying notes are an integral part of these financial statements 
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GREENBRIER MANOR, INC. 
HOD PROJECT NO. 045·HD015·CA 

STATEMENT OF FINANCIAL POSITION 
JUNE 30, 2011 

ASSETS: 
Current Assets: 
Cash 
Prepaid insurance 

Total current assets 

Deposits Held in Trust - Funded: 
Tenant security deposits 

RestI!cted Deposits and Funded Reselves: 
Reserve for replacements 
Residual reselve 

Total restIicted deposits 

Property and EQuipment: 
Land 
Building and improvements 
Furniture and fixtures 

Iotal propelty and equipment 
Less - accumulated depreciation 

Net propelty and equipment 

Total assets 

I,IABILITIES AND NET ASSETS 
Current Liabilities: 
Accounts payable 

Total current liabilities 

Deposit and Prepayment Liabilities: 
Tenant security deposits 

Long-Term Liabilities: 
Mortgage payable 

Total liabilities 

Net Assets: 
Unrestlicted net assets (deficit) 

Total liabilities and net assets (deficit) 

25 

2011 

$ 160 
801 ----.---.. 
961 

2,065 

19,992 
11,699 
31,691 

30,000 
461,735 

20,409 __ 
512,144 

(157,246) 
354,898 

$ 389,615 

$ 6,232._. 
6,235 

378,400 

386,348 

3,26~ ... 

$ 389,615 



GREENBRIER MANOR, INC. 
HUD PROJECT NO, 045·,HD015·CA 

STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS 
FOR THE YEAR ENDED JUNE 30, 2011 

2011 -----
REVENUES: 
Rental income $ 31,085 
Tenant assistance payments 10,993 
Investrnent income - residua! receipts 07 

~, 

Investment income - replacement reserve 64 
laundry and vending revenue 655 
Tenant charges 1,488 

Total revenues 44,312 

EXPENSES: 
Office expense 2,742 
Management fee 3,936 
Bookkeeping expense 8,151 
Miscellaneous administrative expenses 2,224 

T ota) administrative expenses 17,053 

Electric 3,806 
Waler 2,327 
Gas 3,323 

Total utilities 9,456 

Supplies 2,358 
Contracts 9,228 
Garbage and I rash Removal 608 
Snow Removal 1,595 

Iotal operating &. maintenance expenses 13,789 

Property Insurance 3,699 
Dishonesty bond insurance 338 

Total taxes & insurance 4,037 

Total expenses before depreciation 44,335 

Increase (decrease) in net assets before depreciation (23) 

Depreciation 11,954 

Increase (decrease) in net assets (11,977) 

Net assets (deficit), beginning of year 15,244 

Net assets (deficit), end of year $ 3,267 
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GREENBRIER MANOR, INC. 
HUD PROJECT NO. 045-HD015-CA 

STATEMENT OF CASH FLOWS 
FOR THE YEAR ENDED JUNE 30, 2011 

Cash Flows flOm Operating Activities 
Rental receipts 
Interest receipts 
Other operating receipts 

Total recipts 

Administtative 
Management fee 
Utilities 
Operating and maintenance 
Property insurance 
Tenant secUIity deposits 

Total Disbursements 

Net cash provided (used) by operating activities 

Cash Flows from Investing Activities 
Net (deposits to) withdrawls from reserve for replacement account 
Net (deposits to) withdIawls fmm other reserves 

Net cash provided (used) by investing activities 

Net increase (decrease) in cash 

Cash at beginning of the year 

Cash at end of the year 

Cash Flows flom Operating Activities 
Increase (decrease) in net assets 
Adjustments to reconcile increase (decrease) in net assets 
to net cash provided (used) by operating activities: 

Depreciation expense 
(Increase) decrease in prepaid expenses 
Increase (decrease) in accounts payable 

Net cash provided (used) by operating activities 

27 

2011 

$ 42,078 
91 

2,143 
44,312 

(14,476) 
(3,936) 
(9,456) 

(14,148) 
(3,740) 

(1) 
(45,757) 

(1,445) 

(2,464) 
(27) 

(2,491) 

(3,936) 

4,096 

$ 160 

$ (11,977) 

$ 

11,954 
296 

(1,718) 

(1,445) 



GREENBRIER MANOR, INC. 
HUn PROJECT NO. 04S·HD015·CA 

SUPPLEMENTARY DATA REQUIRED BY HUD 
FOR THE YEAR ENDED JUNE 30, 2011 

ACCOUNTS AND NOTES RECEIVABLE !OTHER THAN FROM TENANTS); 
There are no accounts or notes receivable as of June 30. 20 II 

DELINQUENT TENANT ACCOUNTS RECEIVABLE; 
There are no significant deliquent tenant accounts receivable as of June 30, 2011. 

TENANT SECURITY DEPOSITS; 
Tenant security deposits are held in a separate bank account in the name of the prqject The security 
account balance as of June 30. 2011 is $2.065. Interest from funds held in the security deposit account 
is allocated to tenant security deposits. There is no unfunded liability as oUune 30, 2011 

scmmULE OF RESERVE FOR REPLACEMENTS; 
Beginning balance· July 1,2010 
Monthly deposits 
Interest earned 
Authorized withdrawals 
Ending balance, June 30, 2011 

SCHEDULE OF RESIDUAL RECEIPTS; 
Beginning balance· July 1,2010 
Interest income 
Authorized withdrawals 
Ending balance, June 30, 2011 

ACCOUNTS PAYABLE (OTHER THAN TRADE CREDITORS); 
There are no accounts payable for amounts other than creditors as of June 30, 2011 

ACCRUED TAXES; 
There are no accrued taxes payable as of June 30, 2011 

COMPENSAIION OF OWNERS; 
There was no compensation paid to the owners during the period ended June 30,2011 

SCHEDULE OF UNAUTHORIZED DISTRIBUTIONS OF PROJECT INCOME; 

$ 

$ 

$ 

$ 

There was no unauthorized distribution of project income during the period ended June 30,2011 

SCHEpuLE OF NOTES PAYABLE (OTHER THAN MORTGAGES); 
There were no notes payable other than mortgages as of June 30, 201 1 

CHANGES IN OWNERSHIP; 
There were no changes in ownership during the period ended June 30, 2011 
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]7,528 
2,400 

64 

19,992 

11,672 
27 
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GREENBRIER MANOR, INC. 
HUD PROJECT NO, 045··HD015·CA 

SUPPLEMENTARY DATA REQUIRED BY HUD 
FOR THE YEAR ENDED JUNE 30, 2011 

SCHEDULE OF FUNDS IN FINANCIAL INSTITUTIONS: 
Funds in financial institutions as of June 30, 20 II consist of the following: 

Funds held by United National Bank· regular operating account 
Funds held by United National Bank· tenant security deposits 
Funds held by United National Bank· reserve fund for replacements 
Funds held by United National Bank· residual receipts 
Funds held by Hancock County Savings Bank· residual receipts 
Funds held by Hancock County Savings Bank .. reserve fund for replacements 
Total funds in financial institutions 

$ 

$ 

1,362 
2,065 
9,093 
7,340 
4,359 

10,896 
35,1I5 

COMPUTATION OF SURPLUS CASH. DISTRIBUTIONS. AND RESIDUAL RECEIPTS 
Cash: 

Cash on hand and in banks 
Total cash 

Current Obligations: 
Accounts payable .. 30 days 
Accrued expenses payable 
Tenant security deposit liability 
Total current obligations 

SUlplus cash (deficiency) at June 30, 201 1 

Deposit due residual receipts 

29 

..:$'-----.,2"".225 
2,225 

1,235 
5,000 
1,713_ 

__ 7,948 

(5,723) $ 

$ 



GREENBRIER MANOR, INC .. 
HUD PROJECT NO. 045·HD015·CA 

SUPPLEMENTARY DATA REQUIRED BY HUD 
FOR THE YEAR ENDED JUNE 30, 2011 

CHANGES IN FIXED ASSET ACCOUNTS: 

Assets 
Balance Balance 
06/30110 Additions Disposals 06/30111 

Land $ 30,000 $ $ $ 30,000 
Building and improvements 461,735 461,735 

Furni lUre and fixtures 20,409 20,409 

Total $ 512,144 $ $ $ 512,144 

Accumulated Depreciation 145,292 11,954 ._._ .. _-- 157,246 

Book Value $ 366,852 $ (l J ,954) $ $ 354,898 
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BROOKE· HANCOCK COMMUNITY LIVING, INC. 
HUD PROJECT NO. 045·EH086 

STATEMENT OF FINANCIAL POSITION 
JUNE 30, 2011 

ASSETS: 
Current Assets: 
Cash 

Total current assets 

Deposits Held in Trust· Funded: 
Tenant security deposits 

Restricted Deposits and Funded Reserves: 
Reserve for replacements 

Total restricted deposits 

Property and Equipment: 
Land 
Building and improvements 
Building equipment 
Furnishings 

Total property and equipment 
Less .. accumulated depreciation 

Net property and equipment 

Other Assets: 
Deferred financing costs 
Total other assets 

Total assets 

LIABILITIES AND NET ASSETS (DEFICIf): 
Current Liabilities: 
Accounts payable 
Accrued interest payable 
Mortgage payable· current portion 

Total current liabilities 

Deposit and Prepayment Liabilities: 
Tenant security deposits 

Long·Term Liabilities: 
Mortgage payable 

Total liabilities 

Ne! Assets: 
Unrestricted net assets (deficit) 

Total liabilities and net assets (deficit) 

31 

2011 

$ 26,781 
26,78J 

5,075 

__ 35,434_ 

32,783 
961,181 
30,806 

_..,--,,'3:;,.;9,991 
1,064,761 
(675,450) 
389,3J I 

__ .6,575 
6,575 

$ 463,176 

$ 7,352 
4,780 

22,143 
34,275 

3,648 

809,935 

847,858 

(384,682) 

$ 463,176 



BROOKE-HANCOCK COMMUNITY LIVING, INC. 
DUD PROJECT NO. 045-EH086 

STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS (DEFICIT) 
FOR THE YEAR ENDED JUNE 30, 2011 

REVENUES: 
Rental income 
Tenant assistance payments 
Financial revenue-project opexations 
Investment income - replacement reserve 
Laundry and vending revenue 
Other income 

Total revenues 

EXPENSES: 
Office expense 
Management fees 
Bookkeeping fees 
Miscellaneous administrative expenses 

Iotal administrative expenses 

Electric 
Water 
Gas 

Total utilities 

Supplies 
Contracts 
Garbage and trash removal 
Heating/cooling repairs and maintenance 

Total opelllting and maintenance 

Property insurance 
Miscellaneous taxes, licenses, permits and insurance 

Total taxes and insurance 

Interest-mortgage 
Total expenses before depreciation 

Increase (decrease) in net assets before depreciation 

Depreciation 
Amortization Expense 

Increase (decrease) in net assets 

Net assets (deficit), beginning of year 

Net assets (deficit), end of year 

32 

$ 

2011 

72,229 
88,699 

30 
307 

2,221 
2,289 

165,775 

221 
5,676 
4,655 
6,044 

16,596 

8,690 
6,693 
2,081 

17,464 

16,322 
9,157 
2,005 

_ .. ,, ___ . ___ 249_. 
27,733 

5,846 
280 

---~!~. 

58,842 
126,761 

$ 

39,014 

34,491 
448 

4,075 

(388,757) 

(384,682) 



BRooKE·,HANCOCK COMMUNITY LIVING, INC. 
HUD PROJECT NO. 045·EH086 

STATEMENT OF CASH FLOWS 
FOR THE YEAR ENDING JUNE 30, 2011 

Cash Flows from Operating Activities 
Rental receipts 
Interest receipts 
Other operating recei pts 

Total receipts 

Administrative 
Management fee 
Utilities 
Operating and maintenance 
Property insurance 
Tenant seculity deposits 
Interest on first mortgage 

Total disbursements 

Net cash provided (used) by opemting activities 

Cash Flows from Investing Activites 
Net (deposits to) withdrawals from the reserve for replacement account 
Purchase of fixed assets 

Net cash provided (used) by investing activities 

Cash Flows from Financing Activities 
Principal payments on first mortgage 

Net cash provided (used) by financing activities 

Net increase (decrease) in cash 

Cash at beginning of the year 

Cash at end of the year 

Cash Flows from Operating Activities 
Increase (decrease) in net assets 
Adjustments to reconcile increase (decrease) in net assets 
to net cash provided (used) by operating activities: 

Depreciation and amortization expense 
(Increase) decrease in accounts receivable 
(Increase) decrease in prepaid expenses 
(Increase) decrease in tenant security deposit account 
Increase (decrease) in accounts payable 
Increase (decrease) in accrued interest payable 
Increase (decrease) in tenant security deposits held in trust 
Total adjustments 

Net cash provided (used) by operating activities 

33 

$ 

$ 

$ 

$ 

2011 

160.928 
337 

4,510 
165,775 

(10,828) 
(5,676) 

(17,375) 
(27,644) 
(6,126) 

(13) 
(58,961) 

(126,623) 

39,152 

12,968 
(11,706) 

1,262 

(20,615) 
(20,615) 

19,799 

6,982 

26,781 

4,075 

34,939 

(205) 
270 

(119) 
192 

35,077 

39,152 



BROOKE· HANCOCK COMMUNITY LIVING, INC. 
HUD PROJECT NO. 045·EH086 

SUPPLEMENTARY DATA REQUIRED BY HUD 
FOR THE YEAR ENDED JUNE 30, 2011 

ACCOUNTS AND NOTES RECEIVABLE (OTHER THAN FROM TENANTS): 
There are no accounts or notes receivable as of June 30, 201 I 

DELINOUENI TENANI ACCOUNTS RECEIVABLE: 
There are no significant deliquent tenant accounts receivable as of June 30, 20 I I . 

TENANT SECURITY DEPOSITS; 
Tenant security deposits are held in a separate bank account in the name of the prqject. The security 
account balance as of/une 30, 201 I is $5,075 .. Interest from funds held in the security deposit account 
is allocated to tenant security deposits .. There is no unfunded liability as of June 30, 20 II 

SCHEDULE OF RESERVE FOR REPLACEMENTS: 
Beginning balance - July 1, 2010 
Monthly deposits 
Interest earned 
AuthOIized withdrawals 
Ending balance, June 30, 2011 

SCHEDULE OF RESIDUAL RECEIPTS: 
Beginning balance· July I, 20 10 
Interest income 
Authorized withdrawals 
Ending balance, June 30, 20 II 

ACCOUNTS PAYABLE (OTHER THAN TRADE CREDITORS): 
There are no accounts payable for amounts other than creditOIs as of June 30, 201 I 

ACCRUED TAXES: 
There are no accrued taxes payable as of June 30, 2011 . 

COMPENSAIION OF OWNERS: 
There was no compensation paid to the owners during the period ended June 30, 2011 

SCHEDULE OF UNAUTHORIZED DISTRIBUTIONS OF PROJECT INCOME:. 

$ 48,403 
3,569 

63 
(16,601) 

$ 35,434 

$ 

---.. "-_ .. 
$ 

There was no unauthoIized distribution of project income during the period ended June 30, 2011. 

SCHEDULE OF NOTES PAYABLE (OTHER THAN MORTGAGES): 
There were no notes payable other than mortgages as of June 30, 2011 . 

CHANGES IN OWNERSHIP: 
There were no changes in ownership during the period ended June 30, 20 II 
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BROOKE·HANCOCK COMMUNITY LIVING, INC. 
HUD PROJECT NO. 045·EH086 

SUPPLEMENTARY DATA REQUIRED BY HUD 
FOR THE YEAR ENDED JUNE 30, 2011 

SCHEDULE OF FUNDS IN FINANCIAL INSTITUTIONS: 
Funds in financial institutions as of June 30. 2011 consist of the fOllowing: 

Funds held by WesBanco Bank -, regular operating account 
Funds held by Progressive Bank- regular operating account 
Funds held by Progressive Bank· reserve fund for replacements 
Funds held by Progressive Bank- tenant security deposits 
Iotal funds in financial institutions 

$ 

$ 

COMPUTATION OF SURPLUS CASH. DISIRffiUTIONS, AND RESIDUAL RECEIPTS 
Cash: 

Cash on hand and in banks $ 
Total cash 

Cunent Obligations: 
Accounts payable - 30 days 
Accrued expenses payable 
Tenant secuIity deposit liability 
Total current obligations 

Surplus cash (deficiency) at June 30. 2011 $ 

Deposit due residual receipts $ 

35 

4 
18,438 
44.155 

5,074 
67.671 

31.856 
31.856 

7.352 
4.780 
3.648 

15.780 

16.076 

16.076 



BROOKE-HANCOCK COMMUNITY LIVING, INC. 
HUD PROJECT NO. 045-EH086 

SUPPI.EMENTARY DATA REQUIRED BY HUD 
FOR THE YEAR ENDED JUNE 30, 2011 

CHANGES 1N FIXED ASSET ACCOUNTS: 

Assets 
Balance Balance 
06/30/10 Additions Disposals 06130/11 

Land $ 32,783 $ $ $ .32,783 
Building and improvements 961,181 961.181 
Furniture and fixtures 59,091 11,706 70,797 -------

Total $ 1,053,055 $ 11,706 $ $ 1,064,761 

Accumulated Depreciation 640,959 34,491 675,450 

Book Value $ 412,096 $ (22,785) $ $ 389,311 
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SEACHRIST, KENNON & MARLING, A.C. 
Certified Public Accountants & Business Consultants 

Members of: Craig K Seachrist, CPA, CVA 
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Chantelle S Horvath, CPA 
James M. Riley, CPA 

American Institute of Certified Public Accountants 
Governmental Audit Quality Center 

Employee Benefit Plan Audit Quality Center 

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON 
COMPLIANCE AND OnmR MA TIERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING 
STANDARDS 

Boatd of Directors 
HealthWays, Inc. & Affiliates 
Weirton, West Virginia 

We have audited the consolidated financial statements of HealthWays, Inc .. and affiliates ( nonprofit 
organizations) as of and for the year ended June 30, 2011, and have issued our report thereon dated ApIiI 
24, 2012. We conducted our audit in accordance with auditing standatds generally accepted in the 
United States of AmeIica and the standatds applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller GeneIaI of the United States .. 

Internal ContI'oJ Over' Financial Reporting 

In planning and peIforming our audit, we considered HealthWays Inc., and Affiliates' intemal control 
over financial repolting as a basis for designing our auditing procedures for the purpose of expressing 
our opinion on the financial statements, but not for the pUlpose of expressing an opinion on the 
effectiveness of HealthWays Inc .. and Affiliates' internal control over financial reporting Accordingly, 
we do not express an opinion on the effectiveness of the Organization's internal control over financial 
reporting 

Our consideration of internal control over financial reponing was for the limited purpose descIibed in 
the preceding patagraph and was not designed to identify all deficiencies in internal control over 
financial reporting that might be significant deficiencies or mateIial weaknesses and therefore, there can 
be no assurance that all deficiencies, significant deficiencies, or material weaknesses have been 
identified However, as described in the accompanying schedule of findings and responses, we identified 
certain deficiencies in internal control over financial reporting that we consider to be material 
weaknesses and other deficiencies that we consider to be significant deficiencies 
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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 preveD!, or 
detect and correct misstatements on a timely basis A material weakness is a deficiency, 01 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 cOIrected on a 
timely basis, We consider the deficiencies described in the accompanying schedule of findings and 
responses to be matelial weaknesses" See Findings 11-1 and 11-3 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether HealthWays Inc" and Affiliates' consolidated 
financial statements ar'e fI'ee of 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 detennination 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 instances of noncompliance or other 
matters that are required to be reported under Government Auditing Standards and which ar'e described 
in the accompanying schedule of findings and responses See Finding 11-4 

HealthWays Inc and Affiliates' response to the findings identified in OUI audit is described in the 
accompanying schedule of findings and responses, We did not audit HealthWays Inc and Affiliates' 
response and, accordingly, we express no opinion on it 

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

_~-d~. K~-<t-Id/I'I.(" 
/ ~ 

Wheeling, West Virginia ( 
Aplil24,2012 
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HEALTHW AYS, INC. AND AFFILIATES 
SCHEDULE OF FINDINGS AND RESPONSES 

FOR THE YEAR ENDED JUNE 30, 2011 

Finding 11-1:.Material Weakness-HealthWays. Inc. and Brooke-Hancock Community Living, Inc. 

Financial Statement Preparation - Financial Statement Finding: 

Condition: The Organization cwrently requires assistance from the auditors to prepare its financial 
statements, complete with required footnote disclosures, in confonnity with U,S, generally accepted 
accounting principles (GAAP) Certain material adjustments were required to be made to the 
accounting records so the financial statements could be prepared in conformity with US generally 
accepted accounting principles" We believe that the cause of the material misstatements was 
inadequately designed control policies and procedures related to reconciliation of the general ledger 
accounts, 

Criteria: Effective intemal control over financial reporting requires that the Organization prepar'e its 
own financial statements and related footnotes or designate an employee with the knowledge to 
oversee the preparation of, and identify material misstatements in, the financial statements prepared 
by the auditor 

Effect: A likelihood exists that the Organization may issue financial statements and related 
footnotes that contain a misstatement that will not be prevented or detected by the Organization's 
intemal conttoL 

Recommendation: We recommend that the Organization designate an employee with the 
knowledge to oversee the preparation of, and review for material misstatements, the financial 
statements and related footnotes as prepared by the auditor, Additionally we recommend that 
management should assess the adequacy of the design of its policies and procedures related to the 
reconciliation of the general ledger accounts, 

Response: Management acknowledges that the Center's staff does not possess the expertise 
required to prepare, or oversee the preparation of. the financial statements; however, due to limited 
resources it would not be cost beneficial to hire additional staff at this time, 
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HEALTIlWAYS, INC. AND AFFILIATES 
SCHEDULE OF FINDINGS AND RESPONSES 

FOR THE YEAR ENDED JUNE 30, 2011 

Finding 11-2: Material Weakness- HealthWays. Inc. 

Intemal Control over Financial Reporting: 

Condition: During the performance of our audit engagement pmcedures, we noted management had 
not updated a supporting spreadsheet used to calculate the repOlted wOlkers compensation expense. 
Although the effects of the unadjusted spreadsheets are considered immaterial, the unrecorded 
amounts are, in our judgment, significant Because there is a reasonable possibility that a 
misstatement of the Organization's financial statements could occur and not be prevented 01 detected 
by the Organization's intemal control, we concluded there is a material weakness in the 
Or ganization' s contIol polices and procedures 

Criteria: Management is responsible for establishing and maintaining intemal contIols in the 
financial repOlting system and for the fail' presentation of the financial position, activities and 
changes in net assets, cash flows and disclosures in the financial statements, in conformity with 
GAAP. The a~justInent of all supporting spreadsheets to reflect appropriate year-end balances is a 
necessary step to ensure the financial statements ar·e fairly presented 

Effect: A reasonable possibility exists that the Organization may issue financial statements and 
related footnotes that contain a material misstatement that will not be prevented or detected and 
cOllected on a timely basis by the Organization's internal contIoL 

Recommendation: We believe that this inadequacy is a deficiency in intemal contIol over financial 
reporting .. Management should assess the adequacy of the design of its policies and procedures 
related suppoIting spreadsheets and design appropriate contIols as necessary to rectify inadequacies. 
When developing control policies and procedures for a process, management should consider where 
eIIors or baud could occur that would cause a material misstatement in the financial statements and 
which policies and procedures, if operating propeIly, would prevent or detect the ermr OJ baud on a 
timely basis .. 

Response: Management understands the need to have control over supporting documentation in 
order to have fair presentation of the financial statements. Management does not use a spreadsheet 
to support wOlker's compensation but uses an AGS in CMHC and a report in Great Plains to 
produce monthly entries The rates used by these repoJts use are reviewed and adjusted yearly 
However with worker's compensation there are several items added to the rates to calculate your 
premium.. The largest add on is for the unfunded liability West Virginia incurred before privatizing 
wOlker's compensation Management will continue to review these rates to insure a close estimate 
of our worker's compensation expense 
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HEALTHW AYS, INC. AND AFFILIATES 
SCHEDULE OF FINDINGS AND RESPONSES 

FOR THE YEAR ENDED JUNE 30, 2011 

Findi!l&.1l-3~.MateIial Weakness-Health Ways.Inc .. 

General Ledger Reconciliation: 

Condition: Subsidiary ledgers and records suppOlting accounts are not being Ieconciled to the 
geneIalledger and ceItain account classifications are not being properly reflected" 

Criteria: Effective internal control over financial reponing requires that the Organization reconcile 
subsidiary ledgers and records suppOlting accounts to the general ledger 

Effect: A likelihood exists that the OIganization may issue financial statements that contain a 
misstatement that will not be prevented 01 detected by the Organization's internal control, 

Recommendation: We recommend that the Organization perform routine reconciliations of the 
general ledger accounts 

Response: Management acknowledges the need to reconcile subsidiary ledgers and records 
suppoIting accounts, Due to the convening our accounting softwar'e to Great Plains some subsidiary 
ledgers wele not reconciled fOI several months, Management will again reconcile subsidiary ledgers 
and records 
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HEALTHW AYS, INC. AND AFFILIATES 
SCHEDULE OF FINDINGS AND RESPONSES 

FOR THE YEAR ENDED JUNE 30, 2011 

Finding 11-4: Noncompliance-Brooke-Hancock Community Living. Inc. 

Department of Housing and Urban Development - Application Processing / Tenant Selection 

Condition: The Department of Housing and Urban Development (HUD) requites that all adult 
tenants be screened for criminal and drug background checks as well as sex offender registration. 
Additionally the owner/management agent must velify income annually fOJ all tenants. Ow 
examination of tenant files for residents living at Brooke-Hancock Community Living, Inc. 
disclosed several instances where tenants had not been screened for criminal and drug background 
checks as well as sex offender registration. Our examination disclosed an instance where the 
owner/management agent did not verify tenant income. 

Criteria: HUD Handbook 43502 requires that the owner/management agent screen all adult tenants 
for crimina! and drug background checks as well as sex offender registration and to verify income 
annually for all tenants. 

Effect: A likelihood exists that the Organization may admit residents who have criminal 01' drug 
backgrounds or registered sex offenders. The Organization may also admit residents who are 
ineligible as occupants under the HUD guidelines 

Recommendation: We recommend that the Organization review and revise their policies and 
procedures related to tenant screening and income verification. 

Response: Management acknowledges the need to do criminal background checks and income 
verification on clients Supervisory staff has received training on HUD requirements Management 
has made a change in the supervisor to insure that necessary HUD requirements are met 
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