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To the Board of Directors of 
Health Ways, Inc. & Affiliate 

INDEPENDENT AUDITOR'S REPORT 

We have audited the accompanying combined financial statements of Health Ways, Inc. & Affiliate (a 
nonprofit organization), which comprise the combined statement of financial position as of June 30, 
2016, and the rehited combined statements of activities and changes in net assets (deficit), and cash 
flows for the year then ended, and the related notes to the combined financial statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these combined 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 an opinion on these combined financial statements based on our audit. 
We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the combined financial statements are free from material misstatement. 

An audit involves petforming procedures to obtain audit evidence about the amounts and disclosures in 
the combined financial statements. The procedures selected depend on the auditor's judgment, including 
the assessment of the risks of material misstatement of the combined 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 combined 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 
combined financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 

21 Warden Run Road • Wheeling, WV 26003 • Phone: (304) 233-0141 • Fax: (304) 233-1226 
230 West Pike Street, Suite 305 • Clarksburg, WV 26301 • Phone: (304) 622-8600 • Fax: (304) 622-8611 

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



Opinion 

In our opirllon, the combined financial statements referred to above present fairly, in all material 
respects, the financial position of Health Ways, Inc. & Affiliate as of June 30, 2016, and the changes in 
their net assets and their cash flows for the year then ended in accordance with accounting principles 
generally accepted in the United States of America. 

Seachrist, Kennon & Marling, A.C. 
Wheeling, West Virginia · 
June 5, 2017 
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HEALTBWAYS, INC. AND AFFILIATE 
COMBINED STATEMENT OF FlNANCIAL POSlTION 

FOR 'DIE YEAR ENDED JUNE30, %016 

Brooke-llimcock CombiDfng 

BealtbWal!! Inc. Conummit,l Lhin& Int. Eatries 
ASSETS: 
Oment asrets: 
Cash and cash equivalents $ 9,390,389 $ 7,184 s 
Cicnt rcc:eivahlea, net 1,549,907 
Contract receivables 1,340,371 
Prepaid insurance 2,223 

Deposits IUid prepaid assets 144,716 
Loan to Brookc-Haru:oc:k Community living. Inc. 2,000 ~210002 

Total cmrent ussct5 12,427.383 9,407 

.Depoaits held in trust-funded 5,116 

Restricted Deposits and 
Rmdcd Reserves 29,417 

flml amRCJSx aod "'Yinmnt· 
land 49,184 32,783 
Buildings 3,196,015 1,125,090 
Equipment 936,397 36,043 
Runiture and fixtures 136,42.9 44,203 
Vehicles 1,021,179 
Construction in precess 321.343 

5,660,547 1.238.119 
lAss accumulated depreciation (3,904.546~ ~SSB1180l 

Property and equipment, net 1,756.001 379,939 

Othq SMel!i: 
lnvestment. 4.294,151 
£nvestment in joint venture 122,948 

Total other s.sscts 4.417,099 

Total assecs $ 1~600e3 $ 423,879 $ 

LIABB.JTIES & NET ASSETS (DEFICIT): 
Current liabfiitie3: 
Accounts payable 
Provider tax payable . 
Accnted wages and benefits 
Deferred income 
Due to client 
Tauml scc:uriiy deposits 
Accrued interest payable 
Mongage payahle-cum:nt portion 
Loan from Hcelthways .Inc. 

Total current liabilities 

Long-Term liabilities 
Mortgage PayabJc 

Totlllliabillties 

Net wets Cdcfieit>; 
Unrestricted net assets (deficit) 
Temporarily restricted net assetl!l 

Toral net assets (deficit) 

Totalliabilitica and net assets (deficit) 

$ 490,390 $ 15,407 $ 
34,482 

409,263 
141,166 

12,914 
3,440 
1,710 

42,495 
2.000 

11088~15 65~2 

718,326 

1,088,215 783,378 

17,475.564 (]59,499) 
36.704 

17,512,268 (359,499) 

$ 18,600!483 $ 423.879 s 

The accompanying notx:s are an in~Cgral part of these financial statement&. 
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(2,000) 

~2,000~ 

{2,000) 
(2.000) 

(2,000) 

~000~ 

Combined 

2016 

$ 9,397,573 
1,549,907 
1,340.371 

2.223 
144,716 

12.434.790 

.5,116 

29,417 

81.967 
4,321,105 

972,440 
180,632 

1,021,179 
321,343 

6,898,666 
l4.76~726) 
2.135,940 

4,294,151 
12~948 

4,417,099 

$ 19.~362 

$ .505,797 
34,482 

409,263 
141,166 
12,914 
3,440 
1.710 

42.495 

1.151.267 

71~6 

11869$3 

17.116,065 
36,704 

17115~769 

s 19.022,362 



BEALTIIWAYS, INC. AND AFFlLIATE 
COMBINED STATEMENT OF ACTIVI11ES AND CHANGES IN NET ASSETS (DEFICIT) 

FOR THE YEAR ENDED JUNE 30, 2016 

Brooke-Baneock Comb.IDing 
HealthW&l!J Inc. Commuul!): LlviDR2 Inc. Entries 

UNRESTRICI'ED NET ASSETS: 
Sun~~~~ R~mnues 
Net client service revenue - Note I $ 8,836,735 $ s 
Rental income 69,877 
Tenant assistance payments 100,258 
West Virginia Department of Health 

and Human Resources funding 1,441,18~ 

Other support 191,821 
Workshops and rentals 14,432 
Investment income (loss) 13,629 293 
Management and bookeeping fcc revenue 24,378 (17.342) 
Other revenue (expense) 22,184 1,668 

TocaJ support and revenues 10,544,364 172,096 ~17,342~ 

Net assets released from restrictions 286 

Total revenues and rcelnssifications 10,544,650 172.096 (17,342l 

Qpemtjng Expensc;s 
Salaries and wages 3,413,299 
Employee benefits 1,146,713 
Contracted services 3,128,256 36,985 (11,193) 
Supplies 167,546 18,791 
Transportation 262,630 
Utilities and telephone 141,135 21,188 
Maintenance 203,376 3,105 
Depreciation and amortization 171,789 39,070 
Bad debt 247,480 
Insurance 144,686 7,361 
Interest expense 35.766 
Provider tax 387,284 
Management fees 6,149 (6,149) 
Investment fees 36.922 
Other 200,585 4,909 

Tow expenses 9,651,761 1731324 ll7.342l 

Increase (decrease) in 
unrestricted net assets 892.889 p,228~ 

The accompanying notes are an integral part of these financial statemc1Us. 
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$ 

Combined 
2016 

8,836,735 
69,877 

100,258 

1,441,185 
191,821 
14,432 
13,922 
7,036 

23,852 
10,699,1J8 

286 

10,699,404 

3,413.299 
1,146,773 
3,154,048 

186,337 
262.630 
162,323 
206,481 
210,859 
247,480 
152,047 
35,766 

387,284 

36,922 
205.494 

918071743 

891.661 



HEAL THWAYS, INC. AND AFFILIATE 
COMBINED STATEMENT OF ACTIVITIES AND ~GES IN NET ASSETS (DEFICIT) 

FOR THE YEAR ENDED JUNE 30, 2016 

Brooke-Baneock Combining 
BealthWal!!z Inc. 

TEMPORARILY RESTRICTED 
Co~~ L1!!!!!2 Inc. Entries 

NET ASSETS: 
Suppmt 1md R~U£i 
Net assets reieased from restrictions (286~ 

In~ (dectease) in 
temporarily restricted net assccs (286) 

Increase (decrease) in net assets 892,603 (1,228) 

Net assets (deficit), begiooing of year 16,619,665 (3S8,27Q 

Net assets (deficit), end of year $ 17,512,268 $ ~59~499) $ 

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

$ 

Combltted 
2016 

~6l 

~86l 

891,375 

16!2611394 

17,152.769 



HEALTHWAYS.INC. AND AFFILIATE 
COMBINED STATEMENT OF CASH li'WWS 

FOR THE YEAR ENDED JUNE 30, 2016 

Brooke-Hancock Comblnlog 
HealthWaz!z Inc. Communl!l U!!!!Bz Jnc. 

~'ib flam 1imD Oneranos 11tJSI 
tmn.ooenmnE Bt!VI!11Ul! 6aiJi&m&· 
Increase (decrease) in nea assets $ 892,603 $ (1,228) s 
Adju~ to reconcile incrcosc (deaci!Se) ln net 
usets to net cash provided (used) by operating arul 
IIIKI-opcmtin& acdvirics: 

Depreciation 171,789 39,070 
Realizc:d Blld lW'Callzod (gain) lou on investmcnls 244,653 

CJwi.Bein assets and IIBbllidcs: . 
(lncn:ase) decrease fD recclvabks (1,067,609) 
(Increase) dcc::rasc in deposfts and prqmd expemea (68,188) (364) 
(Increase) dcaasc in other joint venture (20,228) 
lm:reue (dccn:ase) in DCC01liUI payable (131,477) 7,120 
Increase (decn:asc) i.D provider m 6.726 
Increase (dccreasc) in accruc:d WBp and benefits (10,457) 
lncreasc (dccrcasc) in due to cUcat 12.914 
Increase (decrease) in tenant sccurlly deposit£ (13) 
lnc:rcase (decrease) in other Uabllitles 114 
IDCn'i&Se (decrease) in datcm:d !nccmc 4,531 

Net cub provided (used) by oper&ting activities 35,257 44.699 

Ql!l! B.!m! fmm IDmlillll &li:mi&J 
(Pun:fwcs) or propcny and c:quipmeat (183.764) (18,558) 
(Purchasc:s) oflnvesam:nts (964.126) 
&le ofinvcstmclus 791.238 
Net (deposits) withdrawals In residual recclpcs (8,782) 
Net (deposits) to withdrawals from the reserve for replacement 14.854 

Net cub pmvidcd (used) in inws1ing activities Q56,652) P2.486l 

Q!:!b BmD fmm Fm!!!!5:ing ~mig 
Principal (pl)'ll1COIS) on tiJst mcxtgii8C (44,016) 
Proceeds from Loan 2,000 

Net c:asb pnMded (used) In finaDc1ug activities (42,016) 

Net fncieasc (decrease) ln casb (321,395) (9,803) 

cash and cash equivalents ar beginning of the year 9,711,784 16.987 

Cub and cash cquiwlcnlll at cad of the )'CM $ 9.390.389 $ 7,184 $ 

SuppJcmentaJ discl0Sllt8 for c:uh flow infonnation: 
Cash pakl during tbc period for: 
Interest CIJ'CDSC s $ 35.651 $ 

Income biXCS $ $ $ 

The accompanying notes are an Integral part of these financial statements. 
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Entries 
Combined 

2016 

$ 891.37S 

210.859 
244,653 

{1,067.609) 
(68.552) 
(20.228) 

(124,357) 
6,726 

(10.457) 
12,914 

(13) 
Jl4 

4,531 
79,956 

(202.322) 
(964,126) 
791.238 

(8,782) 
J418S4 

~91138} 

(44,016) 
~000 

l4~0J6) 

(331,198) 

9,728,771 

s 9i,97.573 

s 351651 

s 



HEALTHW A YS, INC. AND AFFll..IATE 
NOTES TO COMBINED FINANCIAL STATEMENTS 

JUNE 30, 2016 

Note 1 -Description of Organization and Significant Accounting Policies: 

Health Ways, Inc. was incorporated in West Virginia as a· not-for-profit corporation 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, primarily to serve the residents of Hancock and Brooke counties in 
West Virginia, but also to serve the residents of surrounding area8. During the year ending June 30, 2011 
Health Ways, Inc. obtained a controlling interest in Brooke-Hancock Co~~ty Living, Inc. 

Brooke-Hancock Community Living, Inc.· (Shiloh Apartments) is a not-for-profit corporation organized 
under the laws of the State of West Virginia, to acquire real property located in Wellsburg, WV and to 
construct and operate thereon a 21 unit apartment complex in accordance with Section 202 of the 
National Housing Act, with mortgage insurance provided by the Federal Housing Administration (FHA) 
of HUD. Such projects 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 o~ted exclusively for 
nonprofit pmposes, and no part of the income or assets of the Corporation may be distributed to, or inure 
to the benefit of, any individual. 

Basis of Financial Reporting - The combined financial statements have been prepared using the accrual 
basis of accounting and in accordance with accounting principles generally accepted in the United States 
of America. 

Principles of Consolidation - The combined financial statements as of June 30, 2016 include the 
accounts of Health Ways, Inc. and its controlled Affiliate: Brooke-Hancock Community Living, Inc. All 
intercompany transactions have been eliminated from the combined fmancial statements. 

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 from patients, third-party payers, and 
others for services rendered, including retroactive adjustments under reimbmsement agreements with 
third-party payers. Retroactive adjustments are recorded on an estimated basis in the period the related 
services are rendered and adjusted in future periods as fmal settlements are determined. 

Revenues from services rendered to clients are recorded by HealthWays, Inc. at the full-established 
rates, with estimated amounts uncollectible by reason of charity allowances and contractual adjustments 
recorded as revenue deductions. Net amounts are reported on the statement of activities. For the year 
ended June 30, 2016, allowances and discounts totaled $739,150. 

Revenues are based on medical services provided. These revenues are based, in part, on cost 
reimbursement principles and are 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 or results of operations of Health Ways. 
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HEALTHWAYS, INC. AND AFFILIATE 
NOTES TO COMBINED FINANCIAL STATEMENTS 

. JUNE 30, 2016 

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

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

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

Deductions from Revenue- Health Ways' 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 of June 30,2016 have been reduced by such allowances. 

Current Vulnerability Due To Certain Circumstances - Health Ways, 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 for its continued existence. 

Patient seiVice revenue that Health Way's, Inc. generates is primarily limited to services to residents in 
Hancock and Brooke counties in West Virginia, but also to serve the residents of surrounding w::eas. 
General economic conditions in these areas can, therefore, significantly influence Health Ways, Inc.'s 
ability to collect fees for services rendered. 

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 The operations 
of Brooke-Hancock Community Living, Inc. are subject to the administrative directives, rules and 
regulations of federal, state and local regulatory agencies, including, but not limited to HUD. Such 
administrative directives, rules and regulations are subject to change by an act of Congress or an 
administrative change mandated by HUD. Such changes may occur with little or inadequate ftmding to 
pay for the related cost, including the additional administrative burden to comply with a change. 

PropertY and Eguipment.- Health Ways, Inc. leases its facility located at 501 Colliers Way, Weirton from 
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 combined financial statements is a listing of other assets that have been purchased with state funds. 
These assets are used by Health Ways, Inc. and depreciated by them but remain the property of the state 
of West Virginia. 

8 



HEALTHWA YS, INC. AND AFFILIATE 
NOTES TO COMBINED FINANCIAL STATEMENTS 

JUNE 30, 2016 

Note 1-Descrintion of Organization and Significant Accounting Policies <continued); 

Property and Equipment (continued)M 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, 2016 was $171,789. Depreciation expense for Brooke­
Hancock Community Living, Inc. for the year ended June 30, 2016 was $39,070. Combined 
depreciation expense. for the year ended June 30, 2016 was $210,859. Because Health Ways, Inc. leases 
from the state, the state is responsible for all major repairs and maintenance, therefore Health Ways, Inc. 
does not maintain a schedule for planned major repairs and maintenance. 

HealthWays, Inc. reviews its investment in property 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 property exceeds the fair value of such 
property. There were no impairment losses recognized in 2016. 

Client Receivables - Client receivables have been reported net of allowances for uncollectible and 
contractual adjustments of $761,217 as of June 30, 2016. Past due accounts are written off in the period 
management deems them to be uncollectible. Client receivables are reported at estimated net realizable 
amounts from patients and responsible third-party payers. AmoWlts owed to HealthWays, Inc. are 
reported net of allowances. Allowances include estimates of contractual adjustments, charity care and 
bad debts. Specific patient balances are written off at the time they are determined to be uncollectible. 
The process for estimating the ultimate collection of receivables involves significant assumptions and 
judgments. In this regard, Health Ways, Inc. has implemented a standardized approach to estimate and 
review the collectability of its receivables based on accounts receivable aging trends. Historical 
collection and payer reimbursement experience are an integral part of the estimation process related to 
determining allowances for contractual allowances and doubtful accounts. In addition, Health Ways, Inc. 
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 are recorded as an adjustment to net client service revenue or the 
provision for doubtful accounts in the period of revision. Health Ways, Inc. believes that its collection 
and reserve processes, along with the mo~toring 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 . 

. 9 



HEALTHWAYS, INC. AND AFFILIATE 
NOTES TO COMBINED FINANCIAL STATEMENTS 

JUNE 30, 2016 

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

Net Asset Classification- Net assets and revenues, expenses, gains, and losses are classified based on 
the existence or absence of donor-imposed restrictions. Accordingly, net assets of Health Ways, Inc. and 
Affiliate and changes therein are classified and reported 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 may or 
will be met, either by actions of the Organization and/or the passage of time. When a restriction 
expires, temporarily restricted net assets are reclassified to unrestricted net assets and reported in 
the statement of activities as net assets released from restrictions. 

Permanently restricted net assets - Net assets subject to donor-imposed stipulations that they be 
maintained pennanently by the Organization or Trustee. Generally, the donors of these assets 
permit the use of all or part of the income earned on any related investments for general or 
specific purposes. 

Net assets with voluntary designations by the governing board of the Organization is considered to be 
unrestricted. 

Revenues are reported as increases in unrestricted net assets unless use of the related assets is limited by 
donor-imposed restrictions. Expenses are reported as decreases in unrestricted net assets. Gains and 
losses on assets or liabilities are reported 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 donor-stipulated purpose bas been fulfilled and/or the stipulated time period has elapsed) 
are reported as net assets released from restrictions. 

Health Ways, Inc. and Affiliate have no pennanently restricted net assets at June 30, 2016. Health Ways, 
Inc.'s temporarily restricted net assets at June 30, 2016 were $36,704. The composition of the 
temporarily restricted net assets for Health Ways, Inc. as of June 30, 2016 was $36,704 related for use in 
the "Miracles Happen" program. Brooke-Hancock Community Living, Inc. does not have any 
temporarily restricted net assets as of June 30, 2016. 

Income Taxes- The Organizations are not-for-profit organizations that are exempt from 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 (Fonn 990) for the tax years 2012,2013, and 2014 are subject to examination 
by the IRS, generally for three years after they were tiled. Accounting principles generally accepted in 
the United States of America require management to evaluate tax positions taken by the Organization 
and recognize a tax liability (or asset) if the Organization has taken an uncertain position that more 
likely than not would not be sustained upon examination by the IRS. Management has analyzed the tax 
positions taken by the Organization, and has concluded that as of June 30, 2016, there are no uncertain 
positions taken or expected to be taken that would require recognition of a liability (or asset) or 
disclosure in the combined financial statements. 
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HEALTHWA YS, INC. AND AFFILIATE 
NOTES TO COMBINED FINANCIAL STATEMENTS 

JUNE 30, 2016 . 

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

Advertising- The Organization uses advertising to promote its programs among the audiences it serves. 
Advertising costs are expensed as incurred. Advertising expense for the year ended June 30, 2016 was 
$67,993. 

Estimates - The preparation of combined 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 unrestricted, temporarily restricted, or 
permanently restricted support depending on the existence and/or nature of any donor restrictions. 

Unconditional promises to give are recognized as revenues, or gains, 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 donor is reported as an increase in unrestricted net assets if 
the restriction expires in the same reporting period in which the contribution or support is received. 

Functional Classification of Activities~ Expenses are charged to program and support services based on the 
actual costs incurred 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 

Health Ways, Inc. 

Brooke-Hancock Community Living, Inc. 

Program Services 
Management & General 

Program Services 
Management & General 

Combined 
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$ 

2016 
7,372,640 
2,279,121 
9,651,761 

2016 
143,373 
·29,951 

173,324 

2016 
7,516,013 
2,291,730 
9,807",743 



HEALTHWAYS, INC. AND AFFILIATE 
NOTES TO COMBINED FINANCIAL STATEMENTS 

JUNE 30, 1016 

Note 1-Description of Qrganimtion and Signlticant Accounting Policies (continued): 

Cash and Cash Eguivalents- For purposes of the combined statement of cash flows, Health Ways, Inc. 
and Mfiliate consider all investments with an original maturity date of three months or less to be cash 
equivalents. Cash equivalents are stated at cost, which approximates market. 

Note 2 -Retirement Plan: 

The Health Ways, Inc. 401(k.) Plan was originally formed January 1, 2005. It was amended and restated 
effective January 1, 2012. The Plan is a defined contribution plan covering all employees of the 
Company who are age twenty-one or older. It is subject to the provisions of the Employee Retirement 
Income Security Act of 1974 (ERISA). 

The 401 (k) does· not match employee contributions. Health Ways, Inc. made a 7% discretionary match 
of eligible employees' gross wages. For the fiscal year ended June 30, 2016, retirement plan expenses 
related to the 401(k) plan amounted to $165,503 of which $256 was unpaid and included in accrued 
wages and benefits on the balance sheet as of June 30,2016. 

Note 3- Investments: 

Investments - Investments in marketable securities with readily determinable fair values and all 
investments in debt securities are 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, 2016 investments held were comprised of the following: 

June 302 2016 Cost Market 
Cash and Cash Equivalents $ 44,906 $ 44,906 
Equity Securities 1,001,650 1,038,629 
Equity Mutual Funds 1,833,237 1,819,892 
Fixed Income 1,392,394 1,390,724 

Total $ 4,272,187 $ 4,294,151 

Unrealized investment (gains) losses for the year ending June 30,2016 amounted to $244,653. 

Investment in Joint Venture- During the year ended June 30, 1996, Health Ways, 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 expertise to expand into statewide markets. The original investment was 
$50,000 with an estimated value of $122,948 as of June 30, 2016. 
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HEALTHWAYS, INC. AND AFFILIATE 
NOTES TO COMBINED FINANCIAL STATEMENTS 

JUNE 30, 2016 

Note 4 - Line-of-Credit: 

Health Ways, 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, 2016. The line has a variable interest rate and requires said interest to be paid monthly. 

Note 5 -Long-Term Debt 

Brooke-Hancock Community Living, Inc. had a mortgage payable to the U.S. Department of Housing 
and Urban Development and later re-financed the mortgage payable through Progressive Bank. This 
agreement is secured by a mortgage deed on the property located at 3025 Pleasant A venue, Wellsburg 
WV 26070. The mortgage through Progressive Bank was re-financed on July 14,2014 and bears interest 
at a rate of 4.99% and matures in 2029. As of June 30, 2016, the outstanding balance on this mortgage 
amounted to $760,821. The principal payments on mortgages and notes payable due in the next five 
years and thereafter are as follows: 

2017 
2018 
2019 
2020 
2021 
Thereafter 

Note 6 - Housing Assistance Pavment Contract 

$ 42,495 
44,665 
46,945 
49,342 
51,861 

525.513 
$ 760,821 

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 HOD, 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 market 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 $100,258 for the year ended June 30,2016. 
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HEALTHWAYS, INC. AND AFFILiATE 
NOTES TO COMBINED FINANCIAL STATEMENTS 

JUNE 30, 2016 

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

HealthWays, Inc. and Affiliate maintain accounts at local financial institutions. The Federal Depasit 
Insurance Corporation (FDIC) and the National Credit Union Administration (NCUA) 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 
uniilsured excess exists at June 30,2016. 

Balance as of June 30,2016 
Less: FDIC & NCUA Coverage 
Less: Additional Coverage 

Healthways, Inc. 

First Choice Tin Mill Hancock Co. 
Credit Union WesBanco Credit Union Savings Bank. 
$ 8,252,775 $ 882,415 $ 155,006 $ 293,211 

(250,000) (250,000) (250,000) (250,000) 

(10,737,000) -----------
Amount uninsured at June 30, 2016 $ -0- $ 632,415 $ -0- $ 43,211 =------ em:.,===== ========= 

Balance as of June 30,2016 
Less: FDIC & NCUA Coverage 
Less: Additional Coverage 
Amount uninsured at June 30, 2016 

Brooke-Hancock Community Living, Inc. 

Progressive Bank 
$ 41,110 

(250,000) 

$ -0-

The total uninsured excess as of June 30,2016 was $675,626; management believes the credit risk associated 
with these deposits is minimal 

Note 8 • Fair Value Measurements 
The Organization's investments are reported at fair value in the accompanying statement of fmancial 
position. Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC) 820, 
Fair Value Measurements and Disclosures, provides the framework for measuring fair value. That 
framework provides a fair value hierarchy that prioritizes the inputs to valuation techniques used to 
measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices in active 
markets for identical assets or liabilities (Levell measurements) and the lowest priority to unobservable 
inputs (Level 3 measurements). Level 1 inputs consist of unadjusted quoted prices for identical assets or 
liabilities in active markets that the Plan has the ability to access. Leve12 inputs consist of quoted prices 
for similar assets or liabilities in active markets, or inputs other than quoted prices that are observable 
for the asset or liability. The asset or liability's fair value measurement level within the fair value 
hierarchy is based on the lowest level of any input that is significant to the fair value measurement. 
Valuation techniques used need to maximize the use of observable inputs and minimize the use of 
unobservable inputs. 
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HEALTHWAYS,INC.ANDAFFILIATE 
NOTES TO COMBINED FINANCIAL STATEMENTS 

JUNE 30, 2016 

Quoted Significant 
Prices in Other Significant 
Active Observable Unobservable Total 

Recurring fair value measurements Markets Inputs Inputs Gains 
Total (Levell) (Level2) (Level3) (Losses} 

Cash and cash equivalents: $ 44,906 $. 44,906 $ $ $ 
Equity Securities: 

Health care 65,238 65,238 
Financial 648,924 648,924 
Technology 95,014 95,014 
Basic Materials 12,219 12,219 
Consumer Goods 109,100 109,100 
Industrial Goods 55,063 55,063 
Utilities 7,094 7,094 
Telecommunications 10,092 10,092 
Energy 35,884 35,884 

Equity Mutual Funds: 
Diversified Emerging Markets 30,255 30,255 
Foreign Large Blend 78,490 78,490 
Large Value 80,155 80,155 
Small Blend 24,131 24,131 
Large Growth 85,277 85,277 
Large Blend 1,506,305 1,506,305 
Mid Cap Blend 15,281 15,281 

Fixed Income : 
Intermediate Term Bond 446,380 446,380 
High Yield Bond 142,265 142,265 
Inflation Protected Bond 15,096 15,096 
Short Term Bond 641,446 641,446 
Multi sector Bond 68,573 68,573 
Corporate Bond 23,186 23,186 
Long Government Bond 31,745 31,745 
Emerging Markets Bond 22,032 22,032 

Total Investments 4,294,151 4,294,151 
Other Assets : 

Investment in Joint Venture 122,948 122,948 20,228 
Total Investments and Other Assets $4,417,099 $ 4,294,151 $ $ 122,948 $ 20,228 
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HEALTHWAYS, INC. AND AFFILIATE 
NOTES ~0 COMBINED FINANCIAL STATEMENTS 

JUNE 30, 2016 

Note 8- Fair Value Measurements <continued): 

All assets have been valued using a market approach, with the exception of Level 3 assets. Level 3 
assets are valued using the income approach. Fair values for assets in Levell are based on unadjusted 
quoted market prices within active markets. Fair values for assets in Level 2 are based primarily on 
quoted prices for similar assets in active or inactive markets. Fair values for assets fu Level 3 are 
calculated using assumptions about discounted cash flow and other present value techniques. There 
were no changes in valuation techniques· during the cwrent year. 

Assets measured at fair value on a recurring basis using significant unobservable inputs (Level3): 

Fair Value Measurements Using 
Investment 

Significant Unobservable Inputs Total in Joint (Level3) 
Venture 

July 1, 2015 $ 102,720 $ 102,720 

Total gains or (losses) (realized 

and unrealized) 20,228 20,228 

Purchases, issuances, and settlements RO- -0-

Transfers in and/or out of Level3 -0- -0-

$ 122,948 $ 122,948 
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HEALTHW A YS, INC. AND AFFILIATE 
NOTES TO CO:MBINED FINANCIAL STATEMENTS 

JUNE 30, 2016 

Note 9 • BUD Restricted Deposits 

Under the tenns of the Regulatory and Loan Agreements Brooke-Hancock Community Livingt Inc. is 
required to maintain certain deposit accounts to be held for specified purposes. Brooke-Hancock 
Community Living, Inc. is required to make monthly deposits to a replacement reserve account for the 
future repair and replacement of property and equipment. Additionally, any surplus cash existing at 
year-end is required to be deposited into a residual receipts account. Withdrawals from the replacement 
reserve and residual receipts accounts are subject to approval by HUD. Balances in restricted funds as 
of June 30, 2016 were as follows: 

Brooke-Hancock Community Living • Inc. 
Replacement Reserve 
Residual Receipts 
Tenant Security Deposits 

Note 10 - Rent Increases 

Balance 
$ 19,760 

. 5,116 
9,657 

Under the regulatory agreement, Brooke-Hancock Community Living, Inc. may not increase re1:1ts 
charged to tenants without HUD approval. 

Note 11- Related party Transactions 

Health Ways, Inc., which has majority control of the board of directors of Brooke-Hancock Community 
Living, Inc., is the management agent of the Projects. During the year ended June 30, 2016, Brooke­
Hancock Community Living, Inc. paid $6,149 in management fees to HealthWays, Inc. In the current 
year, Brooke-Hancock Community Living, Inc. entered into a short term loan payable contract with 
Health Ways, Inc. in order to purchase a new elevator and the balance on that short term loan totals 
$2,000. The amount of funds paid to the organization was $18,234, this included repayment of loan, 
management fees and bookkeeping fees. 

Note 12 -Legal Proceedings 

Health Ways, Inc. and Affiliate are involved in legal actions in the ordinary course of business. Although 
the outcome of any litigation cannot be predicted with certainty, management believes that any 
unfavorable settlements or decisions will either be covered by insurance or not materially affect 
Health Ways, Inc. and Affiliate financial position or results of operation. 
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HEAL THW AYS, INC. AND AFFILIATE 
NOTES TO COMBINED FINANCIAL STATEMENTS 

JUNE 30, 2016 

Note 13 - Subsequent Events 

Events that occur after the balance sheet date but before the combined financial statements were 
available to be issued must be evaluated for recognition or disclosure. The effects of subsequent events 
that provide evidence about conditions that existed at the balance sheet date are recognized in the 
accompanying combined financial statements. Subsequent events which provide evidence about 
conditions that existed after the balance sheet date require disclosure in the accompanying notes. 
Management evaluated the activity of the organization through June 5, 2017 (the date the fmancial 
statements were available to be issued) and concluded that no subsequent events have occurred that 
would require recognition in the financial statements or disclosure in the notes to the financial 
statements. 
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SUPPLEMENTARY INFORMATION 



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

Members of: Craig K. Seacbrist, CPA 
Ronnie L. Marling, CPA American Institure of Certified Public Accountants 

Governmental Audit Quality Center 
Employee Benefit Plan Audit Quality Center 

To the Board of Directors of 
Health Ways, Inc. & Affiliate 

INDEPENDENT AUDITOR'S R;EPORT 
ON SUPPLEMENTARY INFORMATION 

We have audited the combined financial statements of HealthWays, Inc. & Affiliate as of and for the 
year ended June 30, 2016, and our report thereon dated June 5, 2017; which expressed an unmodified 
opinion on those financial statements, appears on pages 1-2. Our audit was conducted for the p111pose of 
forming an opinion on the financial statements as a whole. The statements of financial position as of 
June 30, 2016 and 2015, statements of activities and changes in net assets, and cash flows for 
HealthWays, Inc. for the years ended June 30, 2016 and 2015 (shown on pages 20-22) the schedule of 
property and equipment purchased with BHHF administered funding (shown on pages 23-24) and the 
schedule of expenditures of federal and state awards (shown on pages 25-26) are presented for purposes 
of additional analysis and is not a required part of the fmancial statements. The statement of fmancial 
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, 2016, and supplemental information 
required by HOD (shown on pages 27-31), are also presented for the purposes of additional analysis and 
is not a required part of the combined financial stateme1;1ts. Such information is the responsibility of 
management and was derived froin and relates directly to the underlying accounting and other records 
used to prepare the financial statements. The information has been subjected to the auditing procedures 
applied i~ the audit of the financial statements and certain additional procedures, including comparing 
and reconciling such information directly to the underlying accounting and other records used to prepare 
the fmancial statements or to the financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United Stites of America. In our opinion, 
the information is fairly stated in all material respects in relation to the financial statements as a whole. 

Seachrist, Kennon & Marling, A. C. 
Wheeling, West Virginia 
JuneS, 2017 

21 Warden Run Road • Wheeling, WV 26003 ~ cfhone:· (304) 233-0141 • Fax: (304) 233-1226 
230 West Pike Street, Suite 305 • Clarksburg, WV 26301 • Phone: (304) 622-8600 • Fax: (304) 622-8611 

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



HEALTHWAYS,INC. 
STATEMENTS OF FINANCIAL POSITION 

JUNE 30, 2016 AND 2015 

2016 2015 
ASSETS: 
Current assets: 
Cash and cash equivalents $ 9,390,389 $ 9,711,784 
Client receivables, net 1,549,907 928,336 
Contract receivables 1,340,371 896,333 
Deposits and prepaid assets 144,716 76,527 
Loan to Brooke-Hancock Community Living, Inc. 2,000 

Total current assets 12,427,383 11,612,980 

Plant gmnenx and eguinment: 
Land 49,184 49,184 
Buildings 3,196,015 3,191,015 
Equipment 936,397 892,249 
Furniture and fixtures 136,429 117,731 
Vehicles 1,021,179 967,619 
Construction in process 321,343 332,244 

5,660,547 5,550,042 
Less accumulated depreciation (3,904,546) (3,806,016) 

Property and equipment, net . 1,756,001 1,744,026 

Other assets: 
Investments 4,294,151 4,365,917 
Investment in joint venture 122,948 102,720 

Total other assets 4,417,099 4,468,637 

Total assets $ 18,600,483 $ 17,825,643 

LIABILITIES & NET ASSETS: 
Current liabilities: 
Accounts payable $ 490,390 $ 621,867 
Provider tax payable 34,482 27,756 
Accrued wages and benefits 409,263 419,720 
Deferred income 141,166 136,635 
Due to client 12,914 

Total current liabilities 1,088,215 1,205,978 

Total liabilities 1,088,215 1,205,978 

Net a8sets: 
Unrestricted net assets 17,475,564 16,582,675 
Temporarily restricted net assets 36,704 36,990 

Total net assets 17,512,268 16,619,665 

Total liabilities and net assets $ 18,600,483 $ 17,825,643 
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'HEALTHW AYS, INC. 
STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS 

FOR THE YEARS ENDED JUNE 30, 2.016 AND 2015 

2016 2015 
UNRESTRICTED NET ASSETS: 
SuJm011 and Revenues 
Net client service revenue $ 8,836,735 $ 9,219,540 
West Viiginia Department of Health 
and Human Resources funding 1,441,185 1,604,197 

Other support 191,821 232,616 
Workshops and rentals 14,432 17,013 
Investment income (loss) 13,629 128,562 
Management and bookeeping fee revenue 24,378 23,517 
Other revenue 22,184 9,421 

Total support and revenues 10,544,364 11 ,234,'866 

Net assets released from restrictions 286 '2A,777 

Total support, revenues and reclassifications 10,544,650 11,259,643 

Operating Expenses 
Salaries and wages 3,413,299 3,392,772 
Employee benefits 1,146,773 1,124,787 
Contracted services 3,128,256 3,498,057 
Supplies ·167,546 182,871 
Transportation 262,630 253,178 
Utilities and telephone 141,135 142,090 
Building and equipment maintenance 203,376 213,471 
Depreciation 171,789 208,268 
Bad debt 247,480 26,141 
Insurance 144,686 142,012 
Provider tax 387,284 417,795 
Investment fees 36,922 37,892 
Other 200,585 134,522 

Total expenses 9,651,761 9,773.856 

Increase (decrease) in unrestricted net assets 892,889 1,485,787 

TEMPORARILY RESTRICTED NET ASSETS: 
SJJDPOrt and Revenues 
Donations 24,000 
Net assets released from restrictions (286) (24,777) 
Increase (decrease) in temporarily restricted net assets (286) (777) 

Increase (decrease) in net assets 892,603 1,485,010 

Net assets, beginning of year 16,619,665 15,134,655 

Net assets, end of year $ 17,512,268 $ 16,619,665 
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HEALTHWAYS, INC. 
STATEMENTS OF CASH FLOWS 

FOR THE YEARS ENDED JUNE 30, 2016 AND 2015 

2016 2015 
Cash Flows from Qperating and Non-O~rating 
Revenue Activities: 
Increase (decrease) in net assets $ 892,603 $ 1,485,010 

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

Depreciation 171,789 208,268 
Realized and unrealized {gain) loss on investments 244,653 75,474 

Change in assets and liabilities: 
(Increase) decrease in receivables (1,067,609) 70,051 
(Increase) decrease in deposits and prepaid expenses (68,188) 5,706 
(Increase) decrease in joint venture (20,228) (9,856) 
Increase (decrease) in accounts payable (131,477} (20,915) 
Increase (decrease) in provider tax 6,726 (8,255) 
Increase (decrease) in accrued wages and benefits (10,457) 6,562 
Increase (decrease) in deferred income 4,531 (29,996) 
Increase (decrease) in due to client 12,914 

Net cash provided (used) by operating activities 35,257 1,782,049 

Cash Flows from Investing Activities 
(Purchases) of property and equipment (183,764) (105,452) 
(Purchases) of invesbnents (964,126) (1,682, 112) 
Sale of investments 791,238 1,550,240 

Net cash provided (used) in investing activities (356,652) (237,324) 

Net increase (decrease) in cash (321,395) 1,544,725 

Cash at beginning of the year 9,111,784 8,167,059 

Cash at end of the year $ 9,390,389 $ 9,711,784 

Supplemental disclosure for cash flow information: 
Cash paid during the period for: 
Interest expens~ $ $ 

Income taxes $ $ 
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BEAL1BWAYS.INC. 
SCHEDULE 0.1' PROPERTY AND EQUIPMENT 

PtmCBASED WI'l'B BBBF • ADMJmS'J'ERED lltlNDING 
FOR TBE YEAR ENDED JUNE 3U, :Wl' 

Vendor D3teof Slate Accocmt m 
~of~lalEu=cliturc NIIIUI ~llisitioD. Co&t Number Numbc:t 

1 AUiopic Feedback M)'nllflllh N/A 411/1982 $ 1.316.s4 NIA N/A 
Biofndback ~cnt N/A 7/1/1984 4.266.511 N/A NIA 
RldlDg mower IIDd auacbmtri1S NIA 71111984 4.510.00 NIA N/A 
Relii~mabT NIA 711/1984 1.195.88 NIA NIA 
Vc:sm cca!cmlcc table NIA 7n/1984 2.911.45 NIA NIA 
1199l:Rnd ClabWIIJOII NIA 7/12/1993 17.295.00 NIA NIA 
1 19515 Dodge CamYm NIA 4115/1996 15,700.00 NIA NIA 
llltolcomputw NIA tul/1996 2.750Al NIA NJA 
ConqMer N/A IUI/1996 1,712.20 NIA NIA 
CoolpD1u N/A 41'1/1997 1,349.42 NIA N/A 
~uter and pc:lphe:ab lnfotcl Dlsttib'll1iDr BIS/1998 4,929.30 8793-1999-l&as-096-252 6314877 
Computers tnd perfpbcmls (l) Inf'olel DlsttitlutiDI Y..Yl999 3,0,5.00 819~ 1999-Z886-096-2!11 6930200 
Compu= and pcripbaal!t InfDtel Disttibu1IJ11 9/1Sil998 2,713.79 8793-1999-2890.o96-2S2 6313810 
COII1plltci'll1d pc:ripherah Inrotcl Dimbutiq 31311999 3,014.00 8793-19519-2890-096-2S2 69118521 
COIIIpllter 1111d peripbeniJ Infind Dlstn'b111ing Mn998 2.736.40 8793-19519-2892-0SI6-2S2 . 6314930 
Computu Inf'otcl mstn"buuiq. IDe. 3181"..000 2,493.75 8793-2001)...2886-096-128 N/A 
Copier Comdoc: S/2<Ul999 8,542.00 8793·2000-288S-096-128 N/A 
Projector Inf'otcl Oislrlbu1iDa. IDe. 6f20f'..OOO 3,191.60 8793-2fl00.2891J.096.128 N/A 
~(4) DcU 7/Jfl(ll)4 4,201.84 8793-200S-2811S..Q96..128-IOS96 78185618 
~(2) DcD 7/ll'..oo4 2,100.90 0525-200S-342.6-21P-lS21ZS8 7818SSlB 
Computc:f Df:D 7/I/2004 1.050.46 8793·200S-2891-096-12B-IOS96 78185399 
Fcmitutu omce Fmmtm! WC'C'housc: 8/1612004 6,479.05 8793-2005·288S-o96-128·10S96 808114 
Pllmituro CaroliM Office .Fum~ 8/19.121104 11.292.91 Vllrlous 1086:1 
Projecfor Dc.ll 813012004 1,292.14 8793-2~288!1-096-128-1 0596 86776104 
Projoctor Den 111}112004 1,292..14 8793-200S-289.M96-I:!8-IOS96 86776104 
ProjKtor Dell 81)112004 1,:292.14 8794-2004-29JS.096.128-09184 86776104 
Compotcu {31 Dell BBI/2004 3,UI.37 8793-Zim-2~1.28-10596 86776261 
Lzptop computft" Ddl 81)112004 1,2l9.2.8 8794-2004-291~6-128-0918' 171!507!n 
La;nop computer Dell 813112004 1.259.28 8'193·200S-:!892-096-l28-IOS96 86776164 
Lqrop computrz Dell 813112004 1,259.23 8794-2005-2BS2..Q96.128-l osss 86776164 
FumiU!l'l: Office Fumitw-e WarebouR 813112004 6,197.86 OS2S-200S-3426-219-:!521258 N/A 
2003 Dod,.e Carivau New C'aty Aula Sftles 81)112004 21,061.87 8794-2005-2BS2-096-128-10555 N/A 
:!00.5 Cbt:oly Expn:a Vm Bob Robinson Cbmolat sma004 28,500.00 Vatious N/A 
Building Vmious 10/1112004 264.734.17 Varlou.; Vmous 
PlaoDe~em AdYCcc:d CommiJlllc:lldons 1011212004 1,574.10 Variaus 111004 

l'lltlncl S)'Stem Adwnced. Cotmmmir:ations ltn912004 1.616.SO OS25-100S-34~219-25212!51 21333 
BuildlDI additions V&rioaS 112811005 189,549.00 Various Various 

AppUMces Lowe! 212812005 4,676.86 VarlcnJs tl/A 
ClCIIJill& equlpmtnt Olrio Valley Cbtmlcal 313112005 U61A9 Vllrlous SII04 
Pamllui'D CamUna Ollie. Fumitun: 3131120Q5 4,1lJ.43 Various NIA 
Buihfq im}mn'cmeau Cotlianm Constrvc:ticm 3131/lOOS 4!1,6Hi.OO Varicus NIA 
Copier Office S)'l'tl!mS af Whl:din1 4/lSflOOS 5,194.00 Various 1:18 

Copier AMCOM 61.3012005 1,671.62 052S-2005·3426-219-~8 08l08A 

Bu!'ldil!g improftllll!lll! Stcdc Comwc:lion 6f30f200S 7.602.00 Vuious NIA 
Hxtl=s Tdvat Ahlminum 61.30/2005 4.550.00 Vlllious 6115105 

Vehicle TIDl Rabinsoo 81112005 IO,OOD.OO Vllrinus N/A 
Veblcle nmRobinson 81'91l005 3,115.98 Varioull N/A 
Computer Odl 1119/2006 1.499.21 Various tliA 
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BEALTIIWA YS. INC. 
SCIIEDTJLE OF PROPERTY AND EQIJIPMBNT 

PURCIIASBD WII'B DBBF • ADMIMS'l'EBED ftJNI)INC 
J.I'OR THE YEAR ENDED JUNE 30,2116 

Vmdor Dati! of Slate Aceount JO 
Dcscr.il!lion of£!Eital Ell!mditu= Name ~lsiliom Cost Number Number 
COitl(llltor Dell 21212006 1,281.54 Vllriou' N/A 
Vcblclc NIA 212312006 9.239.20 Various N/A 
Compalmten'l!l' TlprDiroct 7/1612006 2,024.00 Vartaus EQOB0049 
LapUip COIIIpUIU oen 9/2M006 1,169.81 Vlllious EQOB0051 
FUmadrint Oftice s,muu of 'Whallfna: 2n312JK17 1.313.34 VllrinuJ EQOB0053 
Comyatcn (l) DtD 3/1212007 2,159.67 Various EQOBOOS4 
'8Ul14i'IIJ Wc:em-Bt;m, 5131/2007 4.876.00 Various BGOBCIOCU 
Fltlaril1l Bcm!ctt'l Floorlna 5131/l007 1,605.38 Va:lous JMOB0003 
Flooring Bcmmt'J flooring 5131121107 4,809.17 Vuietts IMOB01104 
~macblne Oflic:c Sys~etm or WbeclinB (:17120Cf1 2,046.86 V&rlovs .6QOB0055 
Computers (8) NIA 10/1.611J1J7 6,631.28 Vari0115 BQOBOOS6- 63 
Laptop C01npUieB (l) NIA t0126/ZW1 1,823.21 Vllliuus EQOB0064 ~ 65 
Lot Sealin& N/A 512912008 1.700.00 Vllriou5 IMOB0009 
Vebiclf (3 door) N/A 61412008 1,639.70 VIUioU$ VEOBOOD9 
fumltute NIA 6127f.!OOS 3,678.24 Vatfous V.ulous 
Tdt:Yislon NIA 6J'Elf2008 1,860.63 Various ffOB0008 
Stow N/A 6/'r11'1.008 1,986.41 Varll)us FFOB0007 
~ NIA 613012008 3,551.37 Various PJ'OB009 
Compa~(2) NJA lin012008 2,240.84 vumus BQOB0066 & ft7 
Vchl:lcs NIA 613012008 23,09S.90 Various VEOBOOI0-11 
Pahllomoes NJA 5114/2010 3,100.00 YazUlul NIA 
Genemor NIA 219.12010 1,175.00 YIIJiG~D NIA 
Desk NIA 612S/2010 1,661.00 Varlnus NIA 
At:. Repair NJA Sll7/2010 Ul2.0S VlriOU$ N/A 
Vcblcle Em=pttJc MJ2010 16,997.21 OS2S-2012-2891-219-252/Z58 N/A 
QapdinJ FtaoririJ America Sllfi/2011 4,901.18 OS23-2012-2891·219-252m8 NIA 
Fcmitm: .Nalional 6129.12011 1,550.06 OS:zs.20J:z-288S.219-257125B N/A 
Llp10p Computer DDn f»'2212011 1.100.39 OS2S-2012-211S l-219-lSl-7.! 19 NIA 
Llp1op computer Doll 81'2~ 1,223.22 8723-2:009-2849-096-128-14014 EQOB0068 
Rnuftop tunw:c Jruwun Boill!rwolb 11/14/ZOOII 5.W.OO Yarii!UI .FFOBD010 
Lap:op computer Dell 6/121'1JXS 1,181.64 8723-2009-2849..096-128-14014 BQOBD069 
SenoeriHmdware Den 6129/2fm 12.505.79 8723-:WO'J-2849..096-128-14014 EQHW0206 
Sc:cvrity Cameras BurleD Scc:urity 8117/2Dll 3.171.29 OS2S-2012-2891-219-2'2 FFOB0017 
Ma1tress SBmsCIIb 713J.Jl0ll . 1,068.61 OS25-2012-2891-219-lS2 PFOBODJ8 
Computtr. Dan 51241.2012 1.225.81 0525-2012-28114-219-lSZ EQOB0071 
T.ranmlalaD JtmRobinsan 311712014 3,185..54 Varlous VBOBOOI5 

Copier HuJbc! 412912014 5,323.94 Varloas EQOBOO'n 
Actlvl1y Room floor Floodag .t\mcrlQ Sl28f.ZOI4 2,605.48 Various FfOBOOl9 
Pllmihlm Cluis Millcr Fumituto 7/2912014 S,Q04A4 Verlons FFOBtmU-1-1 
Fotallunl Carolilla PumiNn: 1212412014 8,505.09 Varioos FPOB0022-1 
StorqeShed Lowot 719.12015 1.011.75 VIU'ions FFOB0025-1 

Acliri1y Room FJoot RooriDt America 3/li'ZOIS 4,571.50 Various FFOB00%4-1 

Olmeru Burica Security 6131ll21m 3.a76.00 VarillliJ .FFOB0023-1 

Yc:hicle~ JlmRobtmoD 8131/2015 J,M9.34 Vatimls VEO.B1Jill7-l 

Llp1tlp Lacmt 913012015 1.608.03 VariniiJ EQOBOO'n-1 

Sc:rwdHII'dwcre lnovo 9/30/2015 10,584.00 YariO'III BQOB0074-1 

omc:e Fumiturc N~~otionDl Badness Fumilute 91.3012015 9.806.33 Various fFOB0026-l 

s 920,039.38 

24 



HEALTRWAYS, JNC. 
SCHEDULE OF I!:XPBNDrruRBS OF FEDERAL AWARDS 

FOR THE YEAR BNDED JUNE 30,2.016 

AccoUD1S Cum:nt Accoon1s 
Fedeml Grantorf Grant Federal Pass tbiougb c:n1ily Amowtt Receivable Revenue Rca:ivnblc: P83S tbrough 

ProE!!!! TI1lc Number CFDA# identifYing number AWI!l'ded 6/3012015 Eamed EXPenditures 61300016 ftmds 

Intensive OPs- Co-Oceuring OS2S-201S-2884-219-3206-3949 93.959 OS'25-2015-2884-219-3206-3949 s 70.887 $ 16.369 s IS,3Cl7 $ 15.307 s s 
(Adult- Passages for Orow1h) 

Intensiw OPS. Co-Occming 8793-2015-2884-130-3285-0000 93.959 8793-201S-2884-130-328S.OOOO 42.,237 5,771 31,156 31.156 
(Adult- P48aagcs for Growth) 

Substance Abuse- OP 8793-2015-2884-219-3206-3949 93.959 8793-2015-2884-219·3206-3949 2SS.293 102.689 64.081 64.081 

$ 368.411 $ 124.829 s 110.544 s 110.544 s s 

NOTE A· BASIS OP PRESENTATION 
The accompanying sch:du1e of expenditures of federal awards illcl'llde1i the federal gram activity of Health Ways Inc. Ill preacntc:d on the aecrual basis of m:c:ounting. 1'be i111brmadoa in the sc:bcdu!e i& J71':SC11tcd ln accordance with 
the requirements of nttc 2 U.S. CoU. of F~tkrol Regulotitm.r (CFR.) Part 200. UnUomJ Atlmitti.ttrtuiw Req~tireml!nts, Co.•t Print:iple8, tJrul Audit Rl!f]Uirt:mtntl {or Federot A'M'rutl:~ (Unifonn Guidance). "l"beref'ce. some amo11111s 
presented in tbis schedule mi!IY diffi:r from amounts ~scntcd in, or u.sed in the p!ep8IIIlioll of, the basic financial statemeJlts. 

NOm B- SUMMARY OP SIGNJFICANT ACCOUNTING POLIClES 
Expenditvm nponed 011 the Schedule are n:pcnted on the accrual b2Sis of accounting. Suc:h expeuditwes aze recogniud foDowiDg the cost p:rixlciplu comained fD ntle 2 U.S. Code C1j Ft:tlt:ral &guladons (CFR.l Patt 200. Unfjonn 
hlminbtmtive Requirrmmtl, Co.rt Principles, tznd Arztlir Require~Mnu for F«ltnJI Ali'IU'ds (Unifonn Guidamle), wherein cataln typos of expenditures are not allowable or are ~ as to reimlNrsommt. Health Ways Inc. did not 
usc the IOCJ. dt minimis cost~ contli=d iD du! UllilDrm Ouidmcc for Fedual A'MI::ds. 

The ac:compcmyingnoces arc an integrated pmt ofthesa financial statemeou. 
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IIEALTBWAYS, INC. 
SCBEDULEOFEXPENDII'URESOFSTATEAWARDS 

FOR TBB Y&Ul ENDED JUNE30, 201ti \ 
Collcmd 

1\t:a>onU Dr:btm 01nm Dcf'cned AeeooD~s (Renlmcd) 
State Gran1od &am Amollllt RftdyabJa ReYeDue ~ AdYIIDCOd Rownao ~ablo 'IbrourJI 
Proaram Tlflc tfwdlcr Awudcd £.131liJS &'30/IS Eamod ~ B!J!!y 613012016 fit'3Q/7016 r.oot2016 

Commulity~Specilllisl OS25-2015-3701-l19-1206-39SO 189.249 122..648 s $ s s 122.648 
COIIIIIIIDty~ Specla'Ha 0325-2016-~701-liSI-3256-0000 295,416 259,404 259.40' 2.59,404 

JRlO~ Outpatleul Suticos .5207-2016-Z8&4-09!1-3256-0000 so.ooo .:!0.000 50,000 .50,000 

Clilm: Cme Stnil:lt:l 0525-201.5-2851-219-3206-3950 397,937 224,350 9,730 214,620 

Raidmift1 SerW:cs OS2S.2016-2891-219-3256-0DOO 510,39'7 Sl0.397 510,397 510,397 

IOPAdobcan OS2S.201+ZS92-219-320fi.39SU 141,000 .59,976 59,976 

DeYdopmaltll Dba!lilitics ~ Suppcnt Savm 052.5-2.01.5-2870-219-3256-0000 162.926 162.926 162.926 162,926 

Continuum~ Fundi OS2S-2016-2SSI-219-32S6-41000 388.690 318,690 388.690 388,690 

OsiH:n:n'J Clhzical Outread! Scnico OSZS.201S-1916-219-31S6-0000 60.000 60.000 60.000 60.000 
~·, Cliaical Outreach Scnia: OS2S-201S.2919-219-3206-39SO 60.000 24.201 24.201 

SAAdalt~T~ 0525·201.5-2891-219-3206-~ .520.000 336.64$ 336.645 

Det~SmbilizaliDD 0.52S-2011-3426-3S4-32()6.39SO 725,000 3,684 3.684 

$ 3.500,615 s 771.504 $ 1,431,417 s ld!1A17 s ~.~1.147 s 761.774 

'lb:: ~schedule of expeudllurca of all~ a'W'Uib fJu:Jodes t1lc lllle lfllllt utlvil7 ofHcalth'WaJS fne. und« pt'I)£1'NN oftbe state~ fw tlu: 7f:ZT ended June 30, 2016. BocaaM: lhe 1Cbcdu1c pn:scnts only a ~elected portion oftlw opcl'lllicml of 
HraltbWap. .!tJc., It b DOl .ID:elldal road does mt pn!SGllllbe finm:ial pomon. ~in mt auers or CIISit flows of HeaJrbWII)'l' JDc:, 

B~q~CIIditmrs reportlli 011 em Sduxlliic arc ~q~Drtcd on lbc -=ruaJ basi:! of accouur!DJ 

Tbe ~ DD!e$111'1: m intqra!ed put of'tb fillandal s1atemmts. 
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BROOKE-HANCOCK COMMUNITY LIVING, INC. 
HUD PROJECT NO. 04S-EH086 

STATEMENT OF FINANCIAL POSITION 
JUNE 30, 2016 

ASSETS: 
Current Assets: 
Cash 
Prepaid insurance 

Total current assets 

Deposits Held in Trust - Funded: 
Tenant security deposits 

Restricted Deposits and Funded Reserves: 
Reserve for replacements 
Residual reserve 

Total restricted deposits 

Property and Eguipment: 
Land 
Building and improvements 
Building equipment 
Furnishings 

· Total property and equipment 
Less - accumulated depreciation 

Net property and equipment 

Total assets 

LIABH..ITIES AND NET ASSETS (DEFICIT): 
Current Liabilities: 
Accounts payable 
Accrued interest payable 
Loan from Healthways Inc. 
Mortgage payable - current portion 

Total current liabilities 

Deposit and Prepayment Liabilities: 
Tenant security deposits 

Long¥ Term Liabilities: 
Mortgage payable 

Total liabilities 

NetAsseg: 
Unrestricted net assets (deficit) 

Total liabilities and net assets (deficit) 

27 

$ 

$ 

$ 

$ 

2016 

7,184 
2,223 
9,407 

5,116 

19,760 
9,657 

29,417 

32,783 
1,125,090 

36,043 
44,203 

1,238,119 
(858,180) 
379,939 

423,879 

15,407 
1,710 
2,000 

42,495 
61,612 

3,440 

718,326 

783,378 

(359.499) 

423,879 



BROOKE~HANCOCK COMMUNITY LIVING, INC. 
HUD PROJECT NO. 04S·EH086 

STATEMENT OF ACTMTIES AND CHANGES IN NET ASSETS (DEFICIT) 
FOR THE YEAR ENDED JUNE 30, ~16 

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

Total revenues 

EXPENSES: 
Office expense 
Management fees 
Bookkeeping fees and accounting fees 
Miscellaneous administrative expenses 

Total administrative expenses 

Electric 
Water 
Gas 

Total utilities 

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

Total operating and maintenance 

Property insurance 
Total taxes and insurance 

Interest-mortgage 
Total expenses before depreciation 

Increase (decrease) in net assets before depreciation 

Depreciation 
Total depreciation and amprtization 

Increase (decrease) in net assets 

Net assets (deficit), beginning of year 

Net assets (deficit), end of year 
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$ 

$ 

2016 

69,877 
100,258 

293 
2,057 
(389) 

172,096 

250 
6,149 

21,243 
7,129 

34,771 

8,575 
8,672 
1,471 

18,718 

18,791 
15,742 
2,156 

949 
37,638 

7,361 
7,361 

35,766 
134,254 

37,842 

39,070 
39,070 

(1,228) 

(358,271) 

(359,499) 

I 
. I 



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

STATEMENT OF CASHFWWS 
FOR THE YEAR ENDED JUNE 30,2016 

Cash Flows from Qperating Activities 
Rental receipts 
Interest receipts 
Other operating receipts 

Total receipts 

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

Total disbursements 

Net cash provided (used) by operating activities 

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

Net cash provided (used) by investing activities 

Cash Flows from Fmancing Activities 
Other Financing Activities (Repayment to Healthways) 
Net Proceeds (Payments) Mortgage Loans 

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 Ooerating 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 prepaid expenses 
(Increase) decrease in tenant security deposit account 
Increase (decrease) in accounts payable 
Increase (decrease) in accrued interest payable 

Net cash provided (used) by operating activities 

29 

$ 

$ 

$ 

$ 

2016 

170,135 
293 

1,668 
172,096 

(26,252) 
(6,149) 

(16,343) 
(35,263) 

(7,725) 
(13) 

~35,652) 
(127,397) 

44,699 

14,854 
(8,782) 

(18,558) 
(12,486) 

2,000 
~44,016) 
(42,016) 

(9,803) 

16,987 

7,184 

(1,228) 

39,070 
(364) 

(13) 
7,120 

114 

44,699 



BROOKE-HANCOCK COMMUNITY LIVING~ INC. 
BUD PROJECT N<Y.045-EH086 

SUPPLEMENTARY DATA REQUIRED BY BUD 
FOR THE YEAR ENDED JUNE 30, 2016 

SCHEDULE OF RESERVE FOR REPLACEMENTS: 
Beginning balance - July 1, 2015 
Monthly deposits 
Interest earned 
Authorized withdrawals 
Ending balance, June 30, 2016 

SCHEDULE OF RESIDUAL RECEJPTS: 
Beginning balance- July 1, 2015 
Interest income 
Authorized withdrawals 
Deposits 
Ending balance, June 30,2016 

$ 34,614 
2,798 

36 
(17,688) 

$ 19,760 

$ 875 
14 

8,768 
$ 9,657 

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

Cash on hand and in banks 
Total cash 

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

Surplus cash (deficiency) at June 30, 2016 

Deposit due residual receipts 
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$ 12,300 
$ 12,300 

$ (15.407) 
(2,000) 
(3,440) 
(1,710) 

$ (22,557) 

$ (10,257) 

$ 



BROOKE-HANCOCK COMMUNITY LIVING, INC. 
HUD PROJECT NO. 04S·EH086 

SUPPLEMENTARYDATAREQuurnDBYHUD 
FOR THE YEAR ENDED JUNE 30, 2016 

CHANGES IN FIXED ASSET ACCOUNTS: 

Balance Balance 
06/30/15 Additions Disposals 06/30/16 

Land $ 32,783 $ $ $ 32,783 
Building and improvements 1,106,532 18,558 1,125,090 
Building equipment 36,043 36,043. 
Furniture and fixtures 44,203 44,203 

Total 1,219,561 18,558 1,238,119 

Accumulated Depreciation 819,110 39,070 858,180 

Book Value $ 400,451 $ (20,512) $ $ 379,939 
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SEACHRIST 2 KENNON & MARLING, A.C. 
Certified Public Accountants & Business Consultants 

Craig K. Seachrist, CPA 
Ronnie L. Marling., CPA 

Members of: 
American Institute of Certified Public Accountants 

Governmental Audit Quality Center 
Employee Benefit Plan Audit Quality Center 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING AND ON COMPLIANCE AND OTHER MATIERS BASED ON AN AUDIT OF 

COMBINED FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 
GOVERNMENT AUDITING STANDARDS 

To the Board of Directors of 
HealthWays, Inc. &Affiliate 

We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to fmancial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of Health Ways, Inc. & 
Affiliate (a nonprofit organization), which comprise the combined statement of fmancial·position as of 
June 30, 2016, and the related combined statements of activities and changes in net assets (deficit) and 
cash flows for the year then ended, and the related notes to the combined financial statements, and have 
issued our report thereon dated June 5, 2017. 

Internal Control Over Financial Reporting 

In planning and petfonning our audit of the combined financial statements, we considered Health Ways, 
Inc. & Affiliate's internal control over financial reporting (internal control) to determin~ the audit 
procedures that are appropriate in the circumstances for the purpose of expressing our opinion on the 
combined financial statements, but not for the purpose of expressing an opinion on the effectiveness of 
HealthWays, Inc. & Mfiliate's internal control. Accordingly, we do not express an opinion on the 
effectiveness of Health Ways, Inc. & Affiliate's internal control. 

Our consideration of internal control was for the limited pmpose described in the preceding paragraph 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that 
were not identified. However, as described in the accompanying schedule of findings and questioned 
costs, we identified certain deficiencies in internal control that we consider to be material weaknesses 
and significant deficiencies. 

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 perfonning 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. We consider the deficiencies described in the accompanying schedule of fmdings and 
responses to be material yveaknesses. Finding 2016-001 and 2016-002 
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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. We consider the deficiencies described in the accompany schedule of fmdings and 
responses to be a significant deficiency. Finding 2016-003. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether HealthWays, Inc. & Affiliate's combined 
fmancial 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 detennination of combined fmancial statement amounts. 
However, providing an opinion on compliance with ihose 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. 

Health Ways, Inc. & Aftiliate's Response to Findings 

HealthWays, Inc. & Affiliate's response to the findings identified in our audit is described in the 
accompanying schedule of findings and responses. HealthWays, Inc. & Affiliate's response was not 
subjected to the auditing procedures applied in the audit of the combined financial statements and, 
accordingly, we express no opinion on it. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 
organization's internal control or on compliance. This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the organization's internal control and 
compliance. Accordingly, this communication is not suitable for any other purpose. 

~~ev-#~Qc. 
Seachrist, Kennon & Marling, A. C. 
Wheeling, West Virginia 
JuneS, 2017 
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HEALTHW A YS, INC. AND AFFILIATE 
Schedule of Findings and Responses 

JUNE 30, 2016 

Finding 2016-001 Material We~kness· Healhways, Inc. 

Internal Control 

Condition: Service Activity Logs numbered 99999 versus pre-numbered Service Activity Logs, where 
services exceeded the first page of the pre-numbered Service Activity Log, the second page attached was 
manually numbered 99999. 

Criteria: Company policy is to use pre-nwnbered Service Activity Logs to record all services provided 
by staff of the Organization in order determine that all services have been captured in the billing 
software. 

Effect: By not using the pre-numbered Service Activity Log the Organization cannot be certain at the 
end of any period that all services have been recorded as there is no control to determine if there are any 
missing Service Activity Logs that should have been recorded. 

Recommendation: We recommend that management enforce the policy that all services are recorded on 
a pre-numbered Service Activity Log. With this policy in place, and operating effectively, management 
can run a report to determine if there are any missing Service Activity Logs that need to be located, and 
properly recorded. 

Response: We agree SALs should be pre-numbered and the problem of using 99999 on pages after the 
first page has been resolved. All multiple page SALs are now entered using the correct pre-numbered on 
page 1. 

Finding 2016-002 Material Weakness- Healhways, Inc. 

Information Technology 

Condition: It was noted that the Service Coordinators have an unnecessary level of access to CMHC 
client accounts software and it was also noted that the fiscal waiver coordinator has an unnecessary 
access level to the Human Resources area of Great Plains software and she updates new hires, 
tenninations and pay rates. . 

Criteria: Only the Billing Manager and upper Management should have access to make changes to any 
patient accounts in CMHC. Additionally, the Human Resource Director should be updating the new 
hires, terminations and pay rates in Great Plains software. 
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HEALTHWAYS,INC.ANDAFFILIATE 
Schedule of Findings and Responses 

JUNE 30, 2016 

Finding 2016·002 Material Weakness- Healhways, Inc. (continued) 

Effect: In the area of unnecessary level of access to CMHC client accounts software, this grants access 
to client account information with ability for it to be altered by the Service Coordinator. As for the 
unnecessary level of access of the fiscal waiver coordinator in the Great Plain Software, Ghost 
employees could be created and not be detected or pay rates could be changed without detection. 

Recommendation: We notified management and the IT manager during our field work concerning the 
unnecessary level of access to CMHC and believe that access was removed at that time. If that action 
bas not taken place, we recommend that it be done as soon as possible. As for the access of the fiscal 
waiver coordinator, we recommend that the Human Resources Director assume these responsibilities in 
Great Plains immediately, and security applied to Great Plains Human Resources files to restrict access 
to Human Resources personnel. 

Responses: We have limited the service coordinators access to CMHC to read only for client account 
information. The Fiscal Waiver Coordinator does have access to the human resource part of Great 
Plains, part of her job is tracking waiver training housed i~ the Human Resource module. We have the 
HR director review the payroll check register and check employees and the pay rates against the 
infonnation in employee files. We feel this protects against ghost employees and pay rates being 
changed. 

Finding 2016 .. 003 Significant Deficiency- Healhways, Inc. Personnel Files 

Conditions: Human Resources files on employees are not up to date. During our current audit it was 
noted from our sample that two employees tested received raises in 2008 and 2013. Neither raise was 
reflected in either employee's personnel file. 

Criteria: All employee personnel files should be kept up to date. 

Effect: Personnel files are the source document for such items as current pay rate, pension contribution 
and insurance coverage. It is imperative for any organization to maintain well organized personnel files. 

Recommendation: We recommend that a concerted effort be undertaken to bring all personnel files up 
to date. Management may want to consider the cost benefit of going to an electronic system of 
maintaining these files. 

Response: We agree that Human Resources should maintain current and accurate employee files. 
Human Resources will review all active employee files to make sure they are current and accurate. 
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