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Dave Yost - Auditor of State

INDEPENDENT AUDITOR’S REPORT

Hamilton County Mental Health and Recovery Services Board
Hamilton County

2350 Auburn Avenue

Cincinnati, Ohio 45219

To the Board of Trustees:
Report on the Financial Statements

We have audited the accompanying financial statements of the Hamilton County Mental Health and
Recovery Services Board, Hamilton County, Ohio (the Board), as of and for the year ended December 31,
2015, and the related notes to the financial statements, which collectively comprise the Board’s basic
financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for preparing and fairly presenting these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes designing,
implementing, and maintaining internal control relevant to preparing and fairly presenting financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to opine on these financial statements based on our audit. We audited in accordance
with auditing standards generally accepted in the United States of America and the financial audit
standards in the Comptroller General of the United States’ Government Auditing Standards. Those
standards require us to plan and perform the audit to reasonably assure the financial statements are free
from material misstatement.

An audit requires obtaining evidence about financial statement amounts and disclosures. The procedures
selected depend on our judgment, including assessing the risks of material financial statement
misstatement, whether due to fraud or error. In assessing those risks, we consider internal control
relevant to the Board's preparation and fair presentation of the financial statements in order to design
audit procedures that are appropriate in the circumstances, but not to the extent needed to opine on the
effectiveness of the Board's internal control. Accordingly, we express no opinion. An audit also includes
evaluating the appropriateness of management’'s accounting policies and the reasonableness of their
significant accounting estimates, as well as our evaluation of the overall financial statement presentation.

We believe the audit evidence we obtained is sufficient and appropriate to support our audit opinions.
Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the Hamilton County Mental Health and Recovery Services Board,
Hamilton County, Ohio, as of December 31, 2015, and the respective changes in financial position for the
year then ended in accordance with the accounting principles generally accepted in the United States of
America. Corporate Centre of Blue Ash, 11117 Kenwood Road, Blue Ash, Ohio 45242
Phone: 513-361-8550 or 800-368-7419 Fax: 513-361-8577
www.ohioauditor.gov
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Emphasis of Matter

As discussed in Note 1N to the financial statements, during the year ended December 31, 2015, the
Government adopted Governmental Accounting Standards Board (GASB) Statement No. 68, Accounting
and Financial Reporting for Pensions — an amendment of GASB Statement No. 27 and also GASB
Statement No. 71, Pension Transition for Contributions Made Subsequent to the Measurement Date. We
did not modify our opinion regarding this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require this presentation to
include Management’s discussion and analysis, required budgetary comparison schedule and schedules
of net pension liabilities and pension contributions listed in the table of contents, to supplement the basic
financial statements. Although this information is not part of the basic financial statements, the
Governmental Accounting Standards Board considers it essential for placing the basic financial
statements in an appropriate operational, economic, or historical context. We applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, consisting of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s responses to
our inquiries, to the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not opine or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to opine or provide any other assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated August 23,
2016, on our consideration of the Board’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. That report describes the scope of our internal control testing over financial reporting and
compliance, and the results of that testing, and does not opine on internal control over financial reporting
or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the Board'’s internal control over financial reporting and compliance.

)

Dave Yost
Auditor of State

Columbus, Ohio

August 23, 2016
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MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)

These financial statements represent financial activity of the Hamilton County
Mental Health and Recovery Services Board (HCMHRSB) for the 12 months ended
December 31, 2015. The prior financial statements represented the 18 months ended
December 31, 2014, as the HCMHRSB converted its financial reporting period from
a June 30" year-end to a December 31% year end. The differing number of months
being reported will limit our ability to report on significant variances.

This discussion and analysis provides key information from management
highlighting the overall financial performance of the HCMHRSB for the year ended
December 31, 2015. This is meant to be an easily readable summary of the most
important financial information regarding the accompanying financial statements.
Please read it in conjunction with the HCMHRSB’s financial statements.

Financial and Budgetary Highlights
Major financial and budgetary highlights for the year ended December 31, 2015 are:

e 90% of all expenditures made during the period were related to payments to
Providers. See chart on page 10 of this Management’s Discussion &
Analysis (MD&A).

e Agency Provider Contracts were less than projected (See Budget to Actual
Comparison on page 36) due primarily to the following:

HOPE Program expenditures were $1.0 million less than budgeted. The
HOPE Program is a collaborative project between the HCMHRSB, and
the Hamilton County Departments of Job and Family Services
(HCDIJFS), Developmental Disabilities, and Juvenile Court. The four
systems are collectively known as the Multi-County Systems Agency
(MCSA). The HOPE Program provides care coordination for children
and youth involved in two or more Hamilton County systems. The
HCMHRSB serves as the fiscal agent for the MCSA. The HOPE budget
is funded with pooled funds from all four systems.

Family Access to Integrated Recovery (FAIR) Program expenditures
were $1.6 million less than budgeted. The FAIR Program is a
collaborative project between the HCMHRSB and the HCDJFS that
provides assessment and care management for adults and children with
behavioral health needs involved with HCDJFS. The HCMHRSB serves
as the fiscal agent for the FAIR program. The budget includes funds
from both HCDJFS and the HCMHRSB.

2350 Auburn Avenue, Cincinnati, Ohio 45219
3 PH 513.946.8600 | Fx 513.946.8610 | TTY 513.946.8690



HCMHRSB

Management’s Discussion and Analysis
Year Ended December 31, 2015
Unaudited

Expenditures for Medicaid-like services were $4.1 million less than
budgeted. Effective January 1, 2014, the State’s controlling board
approved the expansion of Medicaid which raised the eligibility to 138%
of the poverty level. As a result of the expansion, Medicaid became a
larger payor source for mental health and addiction services than ever
before. Medicaid services are paid by the Ohio Department of Job and
Family Services.

e The “Total Net Position” found on the Statement of Net Position at year-end
was $36.0 million. Of this amount, $26.6 million is unrestricted and may be
used to meet the HCMHRSB’s ongoing obligations to consumers and
creditors. See chart on page 6 of this MD&A.

e The Mental Health and Recovery Services Fund balance was $28.7 million.
Of that amount, $21.9 million is considered non-spendable, committed and
assigned, leaving $6.8 million unassigned.

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

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

GOVERNMENT-WIDE FINANCIAL STATEMENTS - The government-wide financial statements

are designed to provide readers with a broad overview of the HCMHRSB’s finances in a manner similar
to a private-sector business.

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

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

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

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

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

@) Mental Health & 2350 Auburn Avenue, Cincinnati, Ohio 45219
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HCMHRSB

Management’s Discussion and Analysis
Year Ended December 31,2015
Unaudited

FUND FINANCIAL STATEMENTS — The accounts of the HCMHRSB are organized on the basis of
funds. A fund is an independent fiscal and accounting entity with a self-balancing set of accounts. Fund
accounting segregates funds according to their intended purpose and is used to aid management in

carrying on specific activities or attaining certain objectives in accordance with special regulations,
restrictions or limitations.

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

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

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

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

(9) Mental Health & 2350 Auburn Avenue, Cincinnati, Ohio 45219
\) Resoysry, Services Board 5 PH 513.946.8600 | Fx 513.946.8610 | TTY 513.946.8690



HCMHRSB

Management’s Discussion and Analysis
Year Ended December 31, 2015
Unaudited

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

The following chart, table, and subsequent analysis present a condensed summary of the HCMHRSB’s
overall financial position as of December 31, 2014 and 2015.

HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD
STATEMENT OF NET POSITION - DECEMBER 31, 2015
TOTAL ASSETS: $85,679,017
DEFERRED OUTFLOWS OF RESOURCES: $343,208
TOTAL LIABILITIES: $15,899,092
DEFERRED INFLOWS OF RESOURCES: $33,924,205

NET POSITION: NET POSITION:
Invested in Capital Unrestricted Net Assets,
ey $26,579,370,
$9,619,558, 73.4%

26.6%

DEFERRED INFLOWS
OF RESOURCES:
Property Taxes & ASSET:
Pension, Current and Other
$33,924,205 p é&;;;t‘s‘,; .
o, . L] L B Aol ]
S 88.8%
LIABILITY:
Other Liabilities,
$9,119,524,
57.4%
DEFERRED ASSET:
LIABILITY: OUTFLOWS OF Capital Assets,
Long-term Liabilities RESOURCES: $9’619z,558’
Outstanding, Pension, 11.2%
$6,779,568, $343,208,
42.6% 100%
(9 Mental Heaith & 2350 Auburn Avenue, Cincinnati, Ohio 45219
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HCMHRSB
Management’s Discussion and Analysis
Year Ended December 31, 2015

Unaudited
Assets/ Statement of Statement of Statement of State. Of N.P.
Liabilities/ Net Position Net Position Net Position Var. % of Variance

Net position December 31, 2014 December 31,2015 Incr. (Decr.) Incr. (Decr.)
Current and other assets 73,434,181 76,059,459 $ 2,625,278 3.6%
Capital assets 10,040,896 9,619,558 (421,338) -4.2%
Total assets 83,475,077 85,679,017 2,203,940 2.6%
Pension - 343,208 343,208 100.0%
Total deferred outflows
of resources - 343,208 343,208 100.0%
Long-term liabilities
outstanding 4,953,536 6,779,568 1,826,032 36.9%
Other liabilities 8,589,331 9,119,524 530,193 6.2%
Total liabilities 13,542,867 15,899,092 2,356,225 17.4%
Property taxes 34,609,395 33,887,299 (722,096) -2.1%
Pension - 36,906 36,906 100.0%
Total deferred inflows
of resources 34,609,395 33,924,205 (685,190) -2.0%
Net Position:
Invested in capital
assets, net of related
debt 6,884,627 9,619,558 2,734,931 39.7%
Unrestricted 28,438,188 26,579,370 (1,858.818) -6.5%
Total net position (*) $ 35,322,815 § 36,198,928 $ 876,113 2.5%

(*) The Total Net Position as of December 31, 2014 shown in the table above represents the audited

amount prior to implementation of GASB 68. As discussed below, the Total Net Position was restated for
2015.

Total Assets —$2.2 million & 2.6% Increase:

The primary cause of the increase in Assets is the increase in Equity in Pooled Cash of $2.1 million.
This increase is the result of levy collections exceeding original County Auditor estimates by $570
thousand, as well as, Medicaid expansion as discussed previously in this MD&A. The cash balance
will be used in the final two years of the Levy cycle (2016 and 2017).

P
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Recovery Services Board ’7
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HCMHRSB

Management’s Discussion and Analysis
Year Ended December 31, 2015
Unaudited

Changes Related to Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources &
Restated Net Position

As a result of implementing GASB Statement 68, “Accounting and Financial Reporting for
Pensions—an Amendment of GASB Statement 27, the HCMHRSB is reporting a net pension
liability of $2,100,768 , deferred inflows of resources of $36,906, and deferred outflows of resources
of $343,208 related to pension on the accrual basis of accounting. This implementation also had the
effect of restating net position at December 31, 2014, from $35,322,815 to $33,545,924 for
governmental activities.

During 2015, the HCMHRSB adopted GASB Statement 68, which significantly revises accounting
for pension costs and liabilities. For reasons discussed below, many end users of this financial
statement will gain a clearer understanding of the HCMHRSB’s actual financial condition by adding
deferred inflows related to pension and the net pension liability to the reported net position and
subtracting deferred outflows related to pension.

Governmental Accounting Standards Board (GASB) standards are national and apply to all
government financial reports prepared in accordance with generally accepted accounting principles.
When accounting for pension costs, GASB 27 focused on a funding approach. This approach limited
pension costs to contributions annually required by law, which may or may not be sufficient to fully
fund each plan’s net pension liability. GASB 68 takes an earnings approach to pension accounting;
however, the nature of Ohio’s statewide pension systems and state law governing those systems

requires additional explanation in order to properly understand the information presented in these
statements.

Under the new standards required by GASB 68, the net pension liability equals the HCMHRSB’s
proportionate share of each plan’s collective:

1. Present value of estimated future pension benefits attributable to active and inactive
employees’ past service.
2. Minus plan assets available to pay these benefits.

GASB notes that pension obligations, whether funded or unfunded, are part of the “employment
exchange” — that is, the employee is trading his or her labor in exchange for wages, benefits, and the
promise of a future pension. GASB noted that the unfunded portion of this pension promise is a
present obligation of the government, part of a bargained-for benefit to the employee, and should
accordingly be reported by the government as a liability since they received the benefit of the
exchange. However, the HCMHRSB is not responsible for certain key factors affecting the balance of
this liability. In Ohio, the employee shares the obligation of funding pension benefits with the
employer. Both employer and employee contribution rates are capped by State statute. A change in
these caps requires action of both Houses of the General Assembly and approval of the Governor.
Benefit provisions are also determined by State statute. The employee enters the employment
exchange with the knowledge that the employer’s promise is limited not by contract but by law. The
employer enters the exchange also knowing that there is a specific, legal limit to its contribution to
the pension system. In Ohio, there is no legal means to enforce the unfunded liability of the pension
system as against the public employer. State law operates to mitigate/lessen the moral obligation of
the public employer to the employee, because all parties enter the employment exchange with notice
as to the law. The pension system is responsible for the administration of the plan.

P
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HCMHRSB

Management’s Discussion and Analysis
Year Ended December 31, 2015
Unaudited

Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e.
sick and vacation leave), are satisfied through paid time-off or termination payments. There is no
repayment schedule for the net pension liability. As explained above, changes in pension benefits,
contribution rates, and return on investments affect the balance of the net pension liability, but are
outside the control of the local government. In the event that contributions, investment returns, and
other changes are insufficient to keep up with required pension payments, State statute does not
assign/identify the responsible party for the unfunded portion. Due to the unique nature of how the net
pension liability is satisfied, this liability is separately identified within the long-term liability section
of the Statement of Net Position.

In accordance with GASB 68, the HCMHRSB’s statements prepared on an accrual basis of
accounting include an annual pension expense for their proportionate share of each plan’s change in
net pension liability not accounted for as deferred inflows/outflows.

B. Governmental Activities during the year ended December 31,2015

The information necessary to restate the 2014 beginning balance and the 2014 pension expense amounts
for the effects of the initial implementation of GASB 68 is not available. Therefore, 2014 functional
expenses still include pension expense of $276,427 for governmental activities computed under GASB
27. GASB 27 required recognizing pension expense equal to the contractually required contributions to
the plan. Under GASB 68, pension expense represents additional amounts earned, adjusted by deferred
inflows/outflows. The contractually required contribution is no longer a component of pension expense.
Under GASB 68, the 2015 statements report pension expense of $248,692 for governmental activities.

Consequently, in order to compare 2015 total program expenses to 2014, the following adjustments are
needed:

Total 2015 program expenses under GASB 68 $55,303,233
Pension expense under GASB 68 (248,692)
2015 contractually required contribution 231,117

Adjusted 2015 program expenses 55,285,658

Total 2014 program expenses under GASB 27 85,725,789

Change in program expenses not related to pension ($30,440,131)

As stated earlier, the financial statements for the period ending December 31, 2014 included 18 months,
and thus, the ability to compare is limited.

&
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HCMHRSB

Management’s Discussion and Analysis
Year Ended December 31, 2015
Unaudited

The following chart, table, and subsequent analysis present a condensed summary of the HCMHRSB’s
activities during the year ended December 31, 2015 and the resulting change in net position.

HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD
CY 2015 STATEMENT OF ACTIVITIES - REVENUE
TOTAL REVENUE $57,956,237

GENERALREYV. - PROGRAM REV. - PROGRAM REYV. -
CAPITAL, HEALTH & HOSPITAL STATE &
RENTAL & INDIGENT CARE & FEDERAL
MISC., FAMILY SERVICES & GRANTS,
$1,208,578, TREATMENT LEVIES, $6,933,570,
2.08% $4,953,400, 11.96%

8.55%

GENERAL REYV. -
STATE,
$6,316,006,
10.90%
PROGRAM REV. -
INTER-COUNTY,
$3,315,104,
S.72%
GENERALREYV. -
MENTAL HEALTH
LEVY,
$35,229,579,
60.79%

HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD
CY 2015 STATEMENT OFACTIVITIES - EXPENDITURES
TOTAL EXPENDITURES $55,303,233

OPERATING BUILD.MGMT. - AUDITOR &

EXPENSES, SAMAD, TREASURER FEES,
SALARIES, $566,703, 5819,361, $488,064,
BENEFITS & 1.0% 15% 90% DEPRECIATION,
TAXES, $440,333,
$2,566,135, -80% COUNCIL OF
4.6% GOVERNMENTS/

AGENCY PROVIDER
CONTRACTS,
$49,964,278,
90.4%

@) it eatun 2350 Auburn Avenue, Cincinnati, Ohio 45219
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HCMHRSB

Management’s Discussion and Analysis
Year Ended December 31, 2015
Unaudited

As stated earlier, the differing number of months being reported limits the ability to compare current
period revenue and expenditures to the prior audit period. Revenues and expenditure information for the
12 months ended December 31, 2015 include:

Revenues/ Statement of
Program Expenses/ Activities
Change in Net Position December 31, 2015
Revenues

Total Program Revenues 15,202,074
Total General Revenues 42,754,163
Total Revenues 57,956,237
Total Program Expenses 55,303,233
Inct. (Dect.) in net position 2,653,004
Net position, begin. of year (Restated) 33,545,924
Net position, end of year $ 36,198,928

Total Program Revenues — $15.2 million:
e Program Revenues are composed of:
a. State and federal grants ($6.7 million)
Inter-County revenue ($3.3 million)
Health and hospital indigent care levy ($3.3 million)
Family services and treatment levy ($1.6 million)
State direct payments ($208 thousand)

opo o

Total General Revenues - $42.8 million:
e General revenues are comprised of:
a. Property taxes levied for mental health ($35.2 million)
b. Grant and contributions not restricted to specific programs ($6.3 million)
c. Capital and rental income ($1.1 million)
d. Miscellaneous revenue ($110 thousand)

Total Program Expenses — $55.3 million:
e Program expenses are comprised of:

a. Agency provider contracts ($49.8 million)
b. Salaries, benefits, and taxes ($2.5 million)
¢. Building management — SAMAD ($819 thousand)
d. Operating expenses ($567 thousand)
e. State direct payments ($208 thousand)
f. Council of governments/SHARES ($458 thousand)
g. Depreciation ($440 thousand)
(S>) R 2350 Auburn Avenue, Cincinnati, Ohio 45219
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HCMHRSB

Management’s Discussion and Analysis
Year Ended December 31, 2015
Unaudited

FINANCIAL ANALYSIS OF THE MAJOR FUND

Governmental Funds

The focus of the HCMHRSB’s governmental funds is to provide information on near-term inflows,
outflows, and balances of spendable resources. Such information is useful in assessing the HCMHRSB’s
financing requirements. In particular, the unassigned fund balance may serve as a useful measure of the
HCMHRSB’s net resources available for spending as of December 31, 2015. The HCMHRSB has one
governmental fund and that is the Mental Health and Recovery Services Fund. All activity of the
HCMHRSB is reported in this fund.

e Mental Health and Recovery Services Fund — The fund balance as of December 31, 2015 was
$28.7 million including $6.8 million of unassigned fund balance. The Mental Health and
Recovery Services fund balance equals approximately 6.3 months of total governmental fund
expenditures.

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

As of December 31, 2015, the HCMHRSB had $9.6 million invested in a broad range of capital assets,
including land, buildings and equipment. See Note 4 to the financial statements for more details.

Capital Assets at Year-End
(Net of Depreciation)

Capital Assets Capital Asset Capital Asset  Capital Asset Capital Asset
At Year-End Activities Activities Act. Variance Act. % of Var.
Net of Depreciation December 31,2014 December 31,2015 Incr. (Decr.) Incr. (Dect.)
Land $ 1,771,972 | § 1,771,972 § - 0.0%
Construction in progress - _ T - 0.0%
Buildings 8,259,062 7,821,994 §  (437,068) -5.3%
Furniture and equipment 9,862 25,592 $ 15,730 159.5%
Total Capital Assets $ 10,040,896 $ 9,619,558  $  (421,338) -4.2%

The net decrease is caused by the required recognition of the depreciation expense for the year ended
December 31, 2015.

(g>) Mental Health & 2350 Auburn Avenue, Cincinnati, Ohio 45219
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HCMHRSB

Management’s Discussion and Analysis
Year Ended December 31, 2015
Unaudited

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

The primary long-term debt of the HCMHRSB is related to its mortgage payable obligations. The
mortgages payable of the HCMHRSB consist of loan contracts made with the OhioMHAS ($3.2 million
mental health and $860 thousand alcohol and drug). These loan contracts are for the purchase and/or
improvement of various properties in the County for use in providing mental health and/or alcohol and
drug addiction services.

Required payments for accrued vacation and sick leave in the event of employee retirement or layoff, as

well as accrued vacation in the event of employee resignation, constitute $654 thousand of the
HCMHRSB'’s long-term obligations.

Net Pension Liability is a new component of long-term liabilities in 2015 as a result of implementation of
GASB 68. A detailed discussion regarding this liability is contained Note 5.

ECONOMIC FACTORS

Significant change is occurring across the State related to the delivery and claiming of behavioral health
services. Governor Kasich’s State Fiscal Year 2016-2017 Executive Budget supports the implementation
of an initiative to rebuild community behavioral health system capacity. This initiative, which is being
directed by the Ohio Office of Medicaid, is commonly referred to as Behavioral Health Redesign. Key
elements of the initiative include:

e Recoding of all Medicaid behavioral health services to achieve alignment with national coding
standards;

e Developing new services for people with high intensity service and support needs;

e Disaggregating certain existing services and provide for lower acuity service coordination and
support services; and

e Achieving cost neutrality in making these changes.

These changes, most of which take effect January 1, 2017, will impact clients and families, the providers
who deliver the services, and Boards that plan, fund, and monitor the local service delivery systems. The
HCMHRSB anticipates its service system will invest a significant amount of human and financial
resources to understand and implement the complex coding and rate structure.

The HCMHRSB continues its collaboration with the Hamilton County Heroin Coalition under the
leadership of Commissioner Dennis Deters and other community leaders. Within this coalition, ensuring
access to the appropriate level of care and expanding capacity for treatment have been top priorities for
the HCMHRSB. In June of 2016, the HCMHRSB received $1 million from the County Commissioners
and $300 thousand from Tri-Health to target the treatment and recovery needs of persons suffering from
an opiate addiction.

The final year of the State Fiscal Year 2016-17 biennial budget, includes a $928 thousand increase in
funding targeted to alcohol and other drug addiction services. The increase restores the majority of
significant cuts that were implemented by OhioMHAS in SFY 2015. This increase is much needed as the
numbers of individuals who present with opiate addiction continues to rise.
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HCMHRSB

Management’s Discussion and Analysis
Year Ended December 31, 2015
Unaudited

Effective January 1, 2014, the State’s controlling board approved the expansion of Medicaid which raised
the eligibility to 138% of the poverty level. With two years of claims data now available, the HCMHRSB
is able to clearly evaluate the financial impact. This has allowed the HCMHRSB to re-direct savings
from Medicaid expansion to address unmet service needs (e.g., prevention, housing, child treatment,
vocational/employment.

REQUESTS FOR ADDITIONAL INFORMATION

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

45219.
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HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD

STATEMENT OF NET POSITION
DECEMBER 31, 2015

ASSETS:

Equity in pooled cash and investments with County Treasurer

Property taxes receivable
Due from other governments, net
Prepaid contract services
Long-term receivable from contract agencies
Nondepreciable capital assets
Depreciable capital assets, net
Total assets

DEFERRED OUTFLOWS OF RESOURCES:

Pension
Total deferred outflows of resources

LIABILITIES:
Contracts payable
Accrued other
Long-term liabilities:
Due within one year
Due in more than one year
Net Pension Liability
Other Amounts
Total liabilities

DEFERRED INFLOWS OF RESOURCES:
Property taxes
Pension
Total deferred inflows of resources

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

The accompanying notes are an integral part of the financial statements.
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35,493,501
36,416,687
2,684,983
126,281
1,338,007
1,771,972
7,847,586

85,679,017

343,208

343,208

8,849,591
269,933

461,641

2,100,768
4,217,159

15,899,092

33,887,299
36,906

33,924,205

9,619,558
26,579,370

36,198,928




HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2015

Program expenses:
Mental Health and Recovery Services:

Salaries, benefits and taxes $ 2,566,135
Operating expenses 566,703
Building management - SAMAD 819,361
County auditor and treasurer fees 488,064
Council of governments/SHARES 458,359
State direct payments 208,311
Agency provider contracts 49,755,967
Depreciation 440,333

Total program expenses 55,303,233

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

Health and hospital indigent care 3,316,793
Family services and treatment 1,636,607
State and federal grants 6,725,259
Inter-County 3,315,104
State direct payments 208,311

Total program revenues 15,202,074

Program expenses in excess of revenues 40,101,159

General revenues:

Property taxes levied for mental health 35,229,579
Grants and contributions not restricted to specific programs 6,316,006
Capital and rental income 1,098,886
Miscellaneous 109,692
Total general revenues 42,754,163
Increase in net position 2,653,004
Net position, beginning of year (Restated See Note 1) 33,545,924
Net position, end of year $ 36,198,928
16

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



HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD

BALANCE SHEET - MENTAL HEALTH AND RECOVERY SERVICES FUND

DECEMBER 31, 2015

ASSETS:
Equity in pooled cash and investments with County Treasurer
Property taxes receivable
Due from other governments, net
Prepaid contract services

Long-term receivable from contract agencies
Total assets

LIABILITIES, DEFERRED INFLOWS, AND FUND BALANCES:
Liabilities:
Contracts payable
Accrued other
Total liabilities

Deferred Inflows of Resources:
Property taxes
Grants and other revenue
Total deferred inflows of resources

Fund balances:
Non-spendable
Committed
Assigned
Unassigned

Total fund balances

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

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

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

The net pension liability is not due and payable in the current period; therefore, the

liability and related deferred inflows/outflows are not reported in governmental funds.

Deferred Outflows - Pension
Deferred Inflows - Pension
Net Pension Liability

Total

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

17

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

35,493,501
36,416,687
2,684,983
126,281
1,338,007

76,059,459

8,849,591
269,933

9,119,524

33,887,299
4,307,279

38,194,578

1,464,288
3,258,479
17,218,292
6,804,298

28,745,357

4,307,279

9,619,558

343,208
(36,906)
(2,100,768)

(1,794,466)

(4,024,364)
(654,436)

36,198,928




HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD

STATEMENT OF REVENUES, EXPENDITURES AND CHANGE IN FUND
BALANCE - MENTAL HEALTH AND RECOVERY SERVICES FUND
FOR THE YEAR ENDED DECEMBER 31, 2015

Revenues:
Taxes $ 35,179,789
Intergovernmental:
State general revenue funds - mental health 3,115,099
State general revenue funds - alcohol and drug addiction 1,228,365
State block grant funds - mental health 1,734,201
State block grant funds - alcohol and drug addiction 4,716,341
Federal grants 2,384,642
Inter-county revenues - mental health 2,039,566
Inter-county revenues - alcohol and drug addiction 1,243,464
Family services and treatment 1,110,634
Health and hospital indigent care 2,870,147
Other revenues:
Capital and rental income 1,098,886
Miscelianeous 88,553
State direct payments 208,311
Total revenues 57,017,998
Expenditures:
Agency provider contracts 49,755,967
Building management - SAMAD 819,361
State direct payments 208,311
Salaries, benefits and taxes 2,580,280
Operating expenses 566,703
Capital Outlay 18,995
County auditor and treasurer fees 488,064
Council of governments/SHARES 458,359
Debt service: .
Principal retirement 243,016
Forgiveness by OhioMHAS (243,016)
Total expenditures 54,896,040
Net change in fund balance 2,121,958
Fund balance, beginning of year 26,623,399
Fund balance, end of year $ 28,745,357
18

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



HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGE IN FUND BALANCE TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2015

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

Net change in fund balance $ 2,121,958

Revenues in the statement of activities that do not provide current ;
financial resources are not reported as revenues in the funds. 695,223

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

period.
Capital asset additions 18,995
Depreciation expense (440,333)

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

Contractually required contributions are reported as expenditures in governmental funds,
however, the Statement of Net Position reports these amounts as deferred outflows. 231,117

Except for amounts reported as deferred inflows/outflows, changes in net pension liability
are reported as pension expense in the Statement of Activities (248,692)

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

31,720

Change in net position of governmental activities $ 2,653,004

19

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



HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD
Notes to the Basic Financial Statements
Year Ended December 31, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity

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

B. Basis of Presentation

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

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

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

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

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

The accounting and financial reporting treatment applied to a fund is determined by its measurement
focus. All governmental fund types are accounted for using a flow of current financial resources
measurement focus. With this measurement focus, only current assets and current liabilities are generally
included on the balance sheet. Operating statements of these funds present sources and uses of current
financial resources.

20



HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD
Notes to the Basic Financial Statements
Year Ended December 31, 2015

C. Fund Accounting

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

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

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

systems.

D. Basis of Accounting

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

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

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

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

Revenues - Exchange and Non-exchange Transactions - Revenue resulting from exchange transactions,

in which each party gives and receives essentially equal value, is recorded on the accrual basis when the
exchange takes place.

Non-exchange transactions, in which the HCMHRSB receives value without directly giving value in
return, include property taxes, grants, entitlements and donations. On an accrual basis, revenue from
property taxes is recognized in the fiscal year for which the taxes were levied. Revenue from grants,
entitlements, and donations is recognized in the fiscal year in which all eligibility requirements have been
satisfied. Eligibility requirements include timing requirements, which specify the year when the resources
are required to be used or the fiscal year when use is first permitted; matching requirements, in which the
HCMHRSB must provide local resources to be used for a specified purpose; and expenditure
requirements, in which the resources are provided to the HCMHRSB on a reimbursement basis. On a
modified accrual basis, revenue from non-exchange transactions must also be available before it can be
recognized.
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HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD
Notes to the Basic Financial Statements
Year Ended December 31, 2015

E. Deferred Outflows/Inflows of Resources

In addition to assets, the statements of financial position will sometimes report a separate section for
deferred outflows of resources. Deferred outflows of resources represent a consumption of net position
that applies to a future period and will not be recognized as an outflow of resources (expense/expenditure)
until then. For the HCMHRSB, deferred outflows of resources include pension reported in the
government-wide Statement of Net Position. The deferred outflows of resources related to pension are
explained in Note S.

In addition to liabilities, the statements of financial position report a separate section for deferred inflows
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future
period and will not be recognized as an inflow of resources (revenue) until that time. For the
HCMHRSB, deferred inflows of resources include property taxes, pension and receivables that will not be
collected within the available period. Property taxes represent amounts for which there is an enforceable
legal claim as of December 31, 2015, but which were levied to finance 2016 operations. These property
taxes have been recorded as a deferred inflow on both the government-wide Statement of Net Position
and the governmental fund financial statements. The deferred inflows of resources related to pension are
reported on the government-wide Statement of Net Position. The deferred inflows related to receivables
that will not be collected within the available period are reported on the governmental fund financial
statements.

F. Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows
of resources related to pensions, and pension expense, information about the fiduciary net position of the
pension plans and additions to/deductions from their fiduciary net positon have been determined on the
same basis as they are reported by the pension systems. For this purpose, benefit payments (including
refunds of employee contributions) are recognized when due and payable in accordance with the benefit
terms. The pension systems report investments at fair value

G. Equity in Pooled Cash and Investments with County Treasurer

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

H. Capital Assets

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

Buildings 40 years
Building improvements 15 years
Furniture and fixtures 3 years
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HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD
Notes to the Basic Financial Statements
Year Ended December 31, 2015

I

Compensated Absences

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

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

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

The entire compensated absence liability is reported on the government-wide statement of net position.

J. Contracts Payable

Contracts payable consists of amounts owed to:

« Contract agencies and service providers for services rendered prior to December 31, 2015.

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

Fund Balance Reserves

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

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

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

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

Unassigned — residual fund balance that is not restricted, committed, or assigned.
The HCMHRSB considers committed, assigned, and unassigned fund balances, respectively, to be spent

when expenditures are incurred for purposes for which any of the fund balance classifications could be
used.
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HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD
Notes to the Basic Financial Statements
Year Ended December 31, 2015

L. Net Position

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

M. Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the amounts reported in the financial
statements and accompanying notes. Actual results may differ from those estimates.

N. Subsequent Events

The HCMHRSB has evaluated subsequent events for potential recognition and disclosure through
August 23, 2016, the date the financial statements were available to be issued.

O. Change in Accounting Principle and Restatement of Net Position

For 2015, the HCMHRSB implemented the Governmental Accounting Standards Board (GASB)
Statement No. 68, “Accounting and Financial Reporting for Pensions” and GASB Statement No. 71,
“Pension Transition for Contributions Made Subsequent to the Measurement Date—an amendment of
GASB Statement No. 68.” GASB 68 established standards for measuring and recognizing pension
liabilities, deferred outflows of resources, deferred inflows of resources and expense/expenditure. The
implementation of this pronouncement had the following effect on net position as reported December 31,

2014;
Governmental
Activities
Net Position December 31, 2014 $35,322,815
Adjustments:
Net Pension Liability (2,053,318)
Deferred Outflow-Payments Subsequent to Measurement Date 276,427
Restated Net Position December 31, 2014 $33,545,924

Other than employer contributions subsequent to the measurement date, the HCMHRSB made no
restatement for deferred inflows/outflows of resources as the information needed to generate these
restatements was not available.
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HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD
Notes to the Basic Financial Statements
Year Ended December 31, 2015

NOTE 2 -

POOLING OF CASH AND INVESTMENTS

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

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

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

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

1)

2)

3)

4)
5)

6.)

9.)

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

Bonds, notes, debentures or any other obligations or securities issued directly by any federal
government agency or instrumentality, including, but not limited to, the Federal National Mortgage
Corporation, Government National Mortgage Association and Student Loan Marketing Association;
Written repurchase agreements in the securities listed above provided that the market value of the
securities subject to the repurchase agreement must exceed the principal value of the agreement by at
feast 2% and be marked to market daily, and that the term of the agreement must not exceed 30 days;
Bonds and other obligations of the State of Ohio or its political subdivisions, provided that such
political subdivisions are located wholly or partly within the County;

Time certificates of deposit or savings or deposit accounts, including, but not limited to, passbook
accounts,

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

The State Treasurer’s investment pool (STAR Ohio};

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

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

10.)Bankers’® acceptances for a period not to exceed 180 days and in an amount not to exceed 25% of the

County’s total average portfolio.

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

The County monitors its compliance with the provisions of these statutes pertaining to the types of investments
held and institutions in which deposits are made as well as collateral requirements. The County will continue
to monitor compliance with applicable statutes in the future pertaining to public deposits and investments.
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HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD

Notes to the Basic Financial Statements
Year Ended December 31, 20185

NOTE 3 - PROPERTY TAXES

Property taxes include amounts levied against real and public utility property. The assessed values upon which
the 2015 tax collection was based is as follows:

Real Property:
Residential/Agricultural
Commercial/Industrial/Other
Public Utilities

Total Valuation

CY 2015
$12,781,985,050
4,585,901,500
899.653,520
$18.267.540,070

Real Property taxes are levied each December on the assessed values of the preceding January Ist, the lien
date. Assessed values are established the preceding year by the County Auditor at 35% of appraised market
value. A revaluation of real property is required to be completed no less than every six years, with a statistical
update every third year. The most recent revaluation was a full physical revaluation effective for the tax year
2011, for taxes collected in 2012. The most recent statistical update was performed effective for the tax year
2014, for taxes collected in 2015. Public Utility property taxes are assessed on tangible personal property, as
well as land improvements at true value, which is, in general, net book value. The tangible personal property
tax was eliminated in 2011 and thus, any payments received by the HCMHRSB from the County Auditor for
tangible person property tax are from the collection of delinquent taxes.

The final settlements of real and public utility property taxes are made in April and August and tangible taxes
in September and November for the first and second halves of the year, respectively. Collections of the taxes
and remittance of them to the taxing districts are accounted for in agency funds of the County. The County
Treasurer collects property tax on behalf of all taxing districts within the County, including the HCMHRSB.
The County Auditor periodically remits to the HCMHRSB its portion of the taxes collected.

NOTE 4 - CAPITAL ASSETS

Capital assets activity for the year ended December 31, 2015, is as follows:

Beginning Ending
Balance Additions  Disposals Balance
Governmental Activities
Capital assets not being depreciated:
Land $ 1,771,972 ¢ - $ - $1,771,972
Capital assets being depreciated:
Building and building improvements ~ $ 13,855,365 - $13,855,365
Furniture and fixtures 208,542 18,995 - 227,537
14,063,907 18,995 - 14,082,902
Less accumulated depreciation:
Building and building improvements 5,596,303 437,068 - 6,033,371
Furniture and fixtures 198.680 3,265 - 201,945
5,794,983 440,333 - 6,235,316
Capital assets being depreciated, net 8,268,924 (421,338) - 7,847,586
Capital assets, net $10,040,896 $(421,338) § - $9.619,558
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HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD
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NOTE 5 - DEFINED BENEFIT PENSION PLAN
Net Pension Liability

The net pension liability reported on the statement of net position represents a liability to employees for
pensions. Pensions are a component of exchange transactions—between an employer and its employees—of
salaries and benefits for employee services. Pensions are provided to an employee—on a deferred-payment
basis—as part of the total compensation package offered by an employer for employee services each financial
period. The obligation to sacrifice resources for pensions is a present obligation because it was created as a
result of employment exchanges that already have occurred.

The net pension liability represents the HCMHRSB’s proportionate share of each pension plan’s collective
actuarial present value of projected benefit payments attributable to past periods of service, net of each pension
plan’s fiduciary net position. The net pension liability calculation is dependent on critical long-term variables,
including estimated average life expectancies, earnings on investments, cost of living adjustments and others.
While these estimates use the best information available, unknowable future events require adjusting this
estimate annually.

Ohio Revised Code limits the HCMRHSB’s obligation for this liability to annually required payments. The
HCMHRSB cannot control benefit terms or the manner in which pensions are financed; however, the
HCMHRSB does receive the benefit of employees’ services in exchange for compensation including pension.

GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from
employee services; and (2) State statute requires all funding to come from these employers. All contributions
to date have come solely from these employers (which also includes costs paid in the form of withholdings
from employees). State statute requires the pension plans to amortize unfunded liabilities within 30 years. If
the amortization period exceeds 30 years, each pension plan’s board must propose corrective action to the
State legislature. Any resulting legislative change to benefits or funding could significantly affect the net
pension liability. Resulting adjustments to the net pension liability would be effective when the changes are
legally enforceable.

The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability on
the accrual basis of accounting. Any liability for the contractually-required pension contribution outstanding
at the end of the year is included in intergovernmental payable on both the accrual and modified accrual bases
of accounting.

Plan Description — Ohio Public Employees Retirement System (OPERS)

All employees of the HCMHRSB participate in the Ohio Public Employees Retirement System (OPERS).
OPERS administers three separate pension plans. The traditional pension plan is a cost-sharing, multiple-
employer defined benefit pension plan. The member-directed plan is a defined contribution plan and the
combined plan is a cost-sharing, multiple-employer defined benefit pension plan with defined contribution
features. While members (e.g., HCMHRSB employees) may elect the member-directed plan and the combined
plan, substantially all employee members are in the OPERS traditional plan; therefore, the following disclosure
focuses on the traditional plan.
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OPERS provides retirement, disability, survivor and death benefits, and annual cost of living adjustments to
members of the traditional plan. Authority to establish and amend benefits is provided by Chapter 145 of the
Ohio Revised Code. OPERS issues a stand-alone financial report that includes financial statements, required
supplementary information and detailed information about OPERS’ fiduciary net position that may be obtained
by visiting https://www.opers.org/financial/reports.shtml, by writing to the Ohio Public Employees Retirement
System, 277 East Town Street, Columbus, Ohio 43215-4642, or by calling 800-222-7377.

Senate Bill (SB) 343 was enacted into law with an effective date of January 7, 2013. In the legislation,
members were categorized into three groups with varying provisions of the law applicable to each group. The
following table provides age and service requirements for retirement and the retirement formula applied to
final average salary (FAS) for the three member groups under the traditional plan as per the reduced benefits
adopted by SB 343 (see OPERS CAFR referenced above for additional information):

Group A
Eligible to retire prior to
January 7, 2013 or five years
after January 7, 2013
State and Local
Age and Service Requirements:

Group B
20 years of service credit prior to
January 7, 2013 or eligible to retire
ten years after January 7, 2013
State and Local
Age and Service Requirements:

Group C
Members not in other Groups and
members hired on or after
January 7, 2013
State and Local
Age and Service Requirements:

Age 60 with 60 months of service credit

Age 60 with 60 months of service credit

Age 57 with 25 months of service credit

or Age 55 with 25 years of service credit

or Age 55 with 25 years of service credit

or Age 62 with 5 years of setvice credit

Formula:

Formula:

Formula:

2.2% of FAS multiplied by years of

2.2% of FAS multiplied by years of

2.2% of FAS multiplied by years of

service for the first 30 years and 2.5%

service for the first 30 years and 2.5%

service for the first 35 years and 2.5%

for service years in excess of 30

for service years in excess of 30

for service years in excess of 35

Final average Salary (FAS) represents the average of the three highest years of earnings over a member’s
career for Groups A and B. Group C is based on the average of the five highest years of earnings over a
member’s career.

Members who retire before meeting the age and years of service credit requirement for unreduced benefits
receive a percentage reduction in the benefit amount.

When a benefit recipient has received benefits for 12 months, an annual cost of living adjustment (COLA) is
provided. This COLA is calculated on the base retirement benefit at the date of retirement and is not
compounded. For those retiring prior to January 7, 2013, the COLA will continue to be a 3 percent simple
annual COLA. For those retiring subsequent to January 7, 2013, beginning in calendar year 2019, the COLA
will be based on the average percentage increase in the Consumer Price Index, capped at 3 percent.

Funding Policy - The Ohio Revised Code (ORC) provides statutory authority for member and employer
contributions as follows:

State and
Local

2015 Statutory Maximum Contribution Rates
Employer 14.0%
Employee 10.0%
2015 Actual Contribution Rates
Employer:

Pension 12.0%

Post-employment Health Care Benefits 2.0%
Total Employer 14.0%
Employee 10.0%
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Employer contribution rates are actuarially determined and are expressed as a percentage of covered payroll.
The HCMHRSB’s required contributions to OPERS for the year ended December 31, 2015 were $231,117.
Of this amount, $9,458 is reported as an Accrued Other.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions

The net pension liability for OPERS was measured as of December 31, 2014, and the total pension liability
used to calculate the net pension liability was determined by an actuarial valuation as of that date. The
HCMHRSB’s proportion of the net pension liability was based on the HCMHRSB’ share of contributions to
the pension plan relative to the contributions of all participating entities. Following is information related to
the proportionate share and pension expense:

OPERS
Proportionate Share of the Net Pension Liability $2,100,768
Proportion of the Net Pension Liability 0.01741768%
Pension Expense $248,692

At December 31, 2015, the HCMHRSB reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:

OPERS
Deferred Outflows of Resources
Net difference between projected and actual earnings on pension plan investments $112,091
HCMHRSB contributions subsequent to the measurement date $231,117
Total Deferred Outflows of Resources $343,208
Deferred Inflows of Resources
Differences between expected and actual experience $ 36,906

$231,117 reported as deferred outflows of resources related to pension resulting from HCMHRSB
contributions subsequent to the measurement date will be recognized as a reduction of the net pension liability
in the year ending December 31, 2016. Other amounts reported as deferred outflows of resources and deferred
inflows of resources related to pension will be recognized in pension expense as foliows:

OPERS
Year Ending December 31:
2016 $10,994
2017 10,994
2018 25,174
2019 28.023
Total $75,185

Actuarial Assumptions - OPERS

Actuarial valuations of an ongoing plan involve estimates of the values of reported amounts and assumptions
about the probability of occurrence of events far into the future. Examples include assumptions about future
employment, mortality, and cost trends. Actuarially determined amounts are subject to continual review or
modification as actual results are compared with past expectations and new estimates are made about the
future.
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Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as
understood by the employers and plan members) and include the types of benefits provided at the time of each
valuation. The total pension liability in the December 31, 2014, actuarial valuation was determined using the
following actuarial assumptions, applied to all periods included in the measurement:

Wage Inflation 3.75 percent

Future Salary Increases, including inflation 4.25 to 10.05 percent including wage inflation
COLA or Ad Hoc COLA 3 percent, simple

Investment Rate of Return & percent

Actuarial Cost Method Individual Entry Age

Mortality rates were based on the RP-2000 Mortality Table projected 20 years using Projection Scale AA. For
males, 105 percent of the combined healthy male mortality rates were used. For females, 100 percent of the
combined healthy female mortality rates were used. The mortality rates used in evaluating disability
allowances were based on the RP-2000 mortality table with no projections. For males 120 percent of the
disabled female mortality rates were used set forward two years. For females, 100 percent of the disabled
female mortality rates were used.

The most recent experience study was completed for the five year period ended December 31, 2010.

The long-term rate of return on defined benefit investment assets was determined using a building-block
method in which best-estimate ranges of expected future real rates of return are developed for each major asset
class. These ranges are combined to produce the long-term expected real rate of return by weighting the
expected future real rates of return by the target asset allocation percentage, adjusted for inflation.

OPERS manages investments in four investment portfolios: the Defined Benefits portfolio, the Health Care
portfolio, the 115 Health Care Trust portfolio and the Defined Contribution portfolio. The Defined Benefit
portfolio includes the investment assets of the Traditional Pension Plan, the defined benefit component of the
Combined Plan, the annuitized accounts of the Member-Directed Plan and the VEBA Trust. Within the
Defined Benefit portfolio, contributions into the plans are all recorded at the same time, and benefit payments
all occur on the first of the month. Accordingly, the money-weighted rate of return is considered to be the
same for all plans within the portfolio. The money weighted rate of return, net of investments expense, for the
Defined Benefit portfolio is 6.95 percent for 2014.

The allocation of investment assets with the Defined Benefit portfolio is approved by the Board of Trustees as
outlined in the annual investment plan. Plan assets are managed on a total return basis with a long-term
objective of achieving and maintaining a fully funded status for the benefits provided through the defined
benefit pension plans. The table below displays the OPERS Board-approved asset allocation policy for 2014
and the long-term expected real rates of return:
Weighted Average
Long-Term Expected

Target Real Rate of Return

Asset Class Allocation (Arithmetic)
Fixed Income 23.00 % 231 %
Domestic Equities 19.90 5.84

Real Estate 10.00 4.25
Private Equity 10.00 9.25
International Equities 19.10 7.40
Other investments 18.00 4.59
Total 100.00 % 528 %
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Discount Rate The discount rate used to measure the total pension liability was 8 percent. The projection of
cash flows used to determine the discount rate assumed that contributions from plan members and those of the
contributing employers are made at the statutorily required rates. Based on those assumptions, the pension plan’s
fiduciary net position was projected to be available to make all projected future benefits payments of current plan
members. Therefore, the long-term expected rate of return on pension plan investments was applied to all
periods of projected benefit payments to determine the total pension liability.

Sensitivity of the HCMHRSB’s Proportionate Share of the Net Pension Liability to Changes in the
Discount Rate The following table presents the HCMHRSB’s proportionate share of the net pension liability
calculated using the current period discount rate assumption of 8 percent, as well as what the HCMHRSB’s
proportionate share of the net pension liability would be if it were calculated using a discount rate that is one-
percentage-point lower (7 percent) or one-percentage-point higher (9 percent) than the current rate:

Current
1% Decrease Discount Rate 1% increase
(7.00%) (8.00%) (9.00%)
HCMHRSB’s proportionate share of the net $3,864,809 $2,100,768 $615,018

pension liability

NOTE 6 - POST EMPLOYMENT BENEFITS

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

A. Plan Description

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

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

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

The Ohio Revised Code permits, but does not mandate, OPERS to provide OPEB benefits to its eligible
members and beneficiaries. Authority to establish and amend benefits is provided in Chapter 145 of the Ohio
Revised Code.
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Disclosures for the healthcare plan are presented separately in the OPERS financial report. Interested parties
may obtain a copy by visiting https://www.opers.org/financial/reports.shtml, by writing to the Ohio Public
Employees Retirement System, 277 East Town Street, Columbus, Ohio 43215-4642, or by calling 800-222-
7377.

B. Funding Policy

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

Employer contribution rates are expressed as a percentage of the earnable salary of active members. In 2015,
state and local employers contributed at a rate of 14% of covered payroll. The Ohio Revised Code currently
limits the employer contribution to a rate not to exceed 14% of covered payroll for state and local employer
units. Active members do not make contributions to the OPEB Plan.

OPERS maintains three health care trusts. The two cost-sharing, multiple employer trusts, the 401(h) Health
Care Trust and the 115 Health Care Trust, work together to provide health care funding to eligible retirees of
the Traditional Pension and Combined plans. The third trust is a Voluntary Employee’s Beneficiary
Association (VEBA) that provides funding for a Retiree Medical Account for Member-Directed Plan
members. Each year, the OPERS Board of Trustees determines the portion of the employer contribution rate
that will be set aside to funding health care plans. The portion of the employer contributions allocated to health
care for members in the Traditional Pension Plan and the Combined Plan was 2.0% during calendar year 2015.
As recommended by OPERS’ actuary, the portion of employer contributions allocated to health care beginning
January 1, 2016 remained at 2.0% for both plans. The Board is also authorized to establish rules for the retiree
or their surviving beneficiaries to pay a portion of the health care provided. Payment amounts vary depending
on the number of covered dependents and the coverage selected. The employer contribution as a percentage of
covered payroll deposited in the VEBA for participants in the Member-Directed Plan for 2015 was 4.5%.

C. HCMHRSB Contributions

The HCMHRSB s actual contributions that were used to fund post-employment benefits were approximately
$38,532 for the year ended December 31, 2015, $49,544 for the 18 month period ending December 31, 2014,
and $93,695 for the year ended June 30, 2013.
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NOTE 7 - LONG-TERM LIABILITIES

Changes in the HCMHRSB?’s long-term liabilities as of December 31, 2015, are as follows:
Amounts
Principal Principal Due in
QOutstanding Additions Disposals Outstanding One Year

Governmental Activities

Mortgage payable-Mental Health $ 3,339,696 § - $ 175136 $ 3,164,560 $ 175,616
Mortgage payable-Alcohol & Drug 927,684 - 67,880 859,804 67,880
Compensated absences 686,156 196,999 228,719 654,436 218,145
Net Pension Liability (Note 5) 2,053,318 47,450 - 2,100,768 -

Total long-term liabilities $ 70068548 244449 $ 471,735 $ 6,779,568 § 461,641

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

The HCMHRSB has a mortgage payable that consists of a loan contract made with OhioMHAS, for the
improvements to a facility. The loan contract between the HCMHRSB and OhioMHAS provides that the
property must be used to provide alcohol and other drug services for a specified period of time. The terms of
the contract are essentially equivalent to a mortgage on the property, with the HCMHRSB being obligated to
provide alcohol and other drug services for a period of 25 years from the inception of the contract. Should the
HCMHRSB discontinue alcohol and other drug services at this particular facility, the balance of the contract
would immediately become due. The balance due is reduced on a month-by-month basis over the term of the
contract as a forgiveness of debt as long as the facility is used for alcohol and other drug services.

No interest is charged on these obligations.
Annual commitments under these mortgage payables, assuming no forgiveness by OhioMHAS, as of

December 31, 2015 are as follows:
Mental Health Alcohol & Drug

Period Ending December 31st Principal Principal Total
2016 175,616 67,880 243,496
2017 175,136 67,880 243,016
2018 175,136 67,880 243,016
2019 175,136 67,880 243,016
2020 175,616 67,880 243,496
2021 —2025 876,160 339,400 1,215,560
2026 —2030 853,184 181,004 1,034,188
2031 —-2035 445,868 - 445,868
2036 — 2040 79,281 - 79,281
2041 — 2046 33,427 - 33.427

Total $ 3,164560 § 859,804 $ 4,024,364
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NOTE 8 - FUND BALANCES

Fund balance is classified as nonspendable, committed, assigned and/or unassigned based primarily on the
extent to which the HCMHRSB is bound to observe constraints imposed upon the use of the resources in the
government funds. The constraints placed on governmental fund balance are presented below.

Mental Health and
Recovery Services

Fund Balance Fund
Nonspendable on:

Prepaid contract services $ 126,281

Long-term receivables 1,338,007
Total nonspendable 1,464,288
Committed to capital 3,258,479
Assigned for:

Encumbrances 12,290,397

Budgetary resource 4,927,895
Total assigned 17,218,292
Unassigned $6.804,298
Total Fund Balance $28,745,357

NOTE 9 - RISK MANAGEMENT

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

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

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

Any self-insurance liability recorded related to the HCMHRSB is based on requirements of GASB Statements
No. 10 and 30. These statements require a liability for claims to be reported if information prior to issuance of
the financial statements indicates that is probable that a liability has been incurred and the amount of loss can
be reasonably estimated. The actuarially determined liability includes allocated expenses and a provision for

incurred but not reported claims. The accrued liability for self-insurance medical claims at December 31, 2015
was $0.
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Changes in the balances of claims and liabilities for the year ended December 31, 2015 and for the 18 months
ended December 31, 2014 are as follows:

Self-insurance medical 2014 2015
Claims Liability, Beginning of Year $ - $ -
Incurred Claims and Changes in Estimates 291,512 202,032
Payments Made to County Internal Service Fund 291,512) (202,032)
Claims Liability, End of Year $ - $ -

NOTE 10 - LEASES WITH CONTRACTUAL AGENCIES

As of December 31, 2015, the HCMHRSB leases 58 scattered-site housing facilities to Excel Development
Company, a non-profit organization responsible for renting the units to the mentally disabled of the County.
These leases contain terms of 20 years contingent upon Excel fulfilling the agreed upon programmatic and
reporting responsibilities as required by the HCMHRSB. Annual collections are at the rate of $1 per year, per
unit. The cost of these leased housing facilities at December 31, 2015 is approximately $6,132,000, and
accumulated depreciation on these assets is approximately $2,561,000.

NOTE 11 - CONTINGENCIES

Grants - The HCMHRSB has received federal and state grants for specific purposes that are subject to review
and audit by the respective grantor agencies. These audits could result in a request for reimbursement to the
grantor agency for expenditures disallowed under the terms of the grant. Based on prior experience, the
HCMHRSB believes these disallowances, if any, will be immaterial.

As part of the financial reporting entity of the County of Hamilton, Ohio, the HCMHRSB is included in the
financial statements of the County. The annual audit of the County is performed in accordance with Title 2

U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance). Thus, since the HCMHRSB is included in the scope of
the County audit, the HCMHRSB has elected to not have its separate audit performed in accordance with the
audit requirement noted above.

NOTE 12 - STATE DIRECT PAYMENTS

During the year ended December 31, 2015, the Ohio Department of Mental Health and Addiction Services
made direct payments to providers totalmg $208,311 for contracts entered into by the HCMHRSB. These
payments have been recorded as revenue with a corresponding contract expense.

35



THE HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD

REQUIRED SUPPLEMENTARY INFORMATION

BUDGET(GAAP BUDGET) TO ACTUAL COMPARISON SCHEDULE
MENTAL HEALTH AND RECOVERY SERVICES FUND

FOR THE YEAR ENDED DECEMBER 31, 2015

VARIANCE WITH
ACCOUNT BUDGET ACTUAL BUDGET
REVENUES
Levies $ 38,473,726 | $ 39,160,570 | $ 686,844
State General Revenue Funds 5,146,763 4,343,464 | $ (803,299)
Block Grant Funds 5,673,990 6,450,542 | $ 776,552
Federal Grants 2,079,299 2,384,642 | $ 305,343
Capital and Rental Income 1,042,411 1,098,886 | $ 56,475
Inter-County Revenue 4,916,363 3,283,030 | $ (1,633,333)
Miscellaneous 750,625 88,5531 % (662,072)
State Direct Payments 463,683 208,311 | $ (255,372)
TOTAL REVENUE M 58,546,860 | § 57,017,998 | $ (1,528,862)
EXPENDITURES
Salaries, Benefits & Taxes $ 2,632,343 | § 2,580,280 | $ 52,063
Operating Expenses 625,000 566,703 | § 58,297
Council of Governments/SHARES 551,478 458359 | $ 93,119
Building Management - SAMAD 966,418 819,361 | § 147,057
Capital Expenditures 106,000 18,995 | $ 87,005
Auditor & Treasurer Fees 525,000 488,064 | $ 36,936
Agency Provider Contracts 57,456,581 49,755,967 | § 7,700,614
State Direct Payments 463,683 208311 [ % 255,372
TOTAL EXPENDITURES $ 63,326,503 | § 54,896,040 | $ 8,430,463
REVENUE-EXPENDITURES (NET) $ (4,779,643)| $ 2,121,958 | § 6,901,601
Beginning Fund Balance $ 23,402,988 | $ 26,623,399 | $ 3,220,411
Plus Total Revenue 58,546,860 57,017,998 (1,528,862)
Minus Total Expense 63,326,503 54,896,040 (8,430,463)
Ending Fund Balance $ 18,623,345 | § 28,745,357 | § 10,122,012

See accompanying notes to the required supplementary information.
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REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF THE BOARD'S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY
OHIO PUBLIC EMPLOYEES RETIREMENT SYSTEM-TRADITIONAL PLAN

LAST TWO YEARS (1)

2014 2013

Board's Proportion of the Net Pension

Liability 0.01741768% 0.01741768%
Board's Proportionate Share of the Net

Pension Liability $2,100,768 $2,053,318
Board's Covered-Employee Payroll $2,303,558 $2,065,950
Board's Proportionate Share of the Net

Pension Liability as a Percentage

of its Covered-Employee Payroll 91.20% 99.39%
Plan Fiduciary Net Position as a

Percentage of the Total Pension

Liability 86.45% 86.36%

(1) Information prior to 2013 is not available.

Amounts presented as of the Board's measurement date which is prior to year end.
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REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF THE BOARD'S CONTRIBUTIONS

OHIO PUBLIC EMPLOYEES RETIREMENT SYSTEM-TRADITIONAL PLAN

LAST THREE YEARS (1)

2015 2014 2013

Contractually Required Contribution $ 231,117 $ 276,427 $ 268,574
Contributions in Relation to the

Contractually Required Contribution (231,117) (276,427) (268,574)
Contribution Deficiency (Excess) $ - $ - $ -
Board Covered-Employee Payroll $ 1,925,975 $ 2,303,558 $ 2,065,954
Contributions as a Percentage of

Covered-Employee Payroll 12.00% 12.00% 13.00%

(1) Information prior to 2013 is not available.
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NOTE 1 - BUDGETS AND BUDGETARY ACCOUNTING

As required by law, all HCMHRSB appropriations and estimated revenues are approved by the
Hamilton County Commissioners. The Commissioners certify the proposed budget to the County
Auditor by July 20. By January 1, the County Commissioners may adopt annual or temporary measures
using, in part, the official certificate of estimated resources approved by the County Budget Commission
and the tax rates certified by the County Auditor. Appropriations cannot exceed estimated resources. By
April 1, the County Commissioners must adopt an annual appropriation resolution. The certificate of
estimated resources may be amended during the year for projected increases or decreases in revenue.
The amounts reported as the original budgeted amounts on the budgetary statements reflect the amounts
on the certificate of estimated resources when the original appropriations were adopted. Modifications to
the original budget are approved by the Board of County Commissioners throughout the year as allowed
by State statute. All budgetary amendments and supplemental appropriations are included in the budget
amounts presented in the budget to-actual comparisons. Budgetary control is maintained by not
permitting expenditures to exceed appropriations within three major categories—Personnel Services,
Other Expenditures and Capital Outlay. HCMHRSB prepares and presents the budget on a GAAP basis.

Encumbrance accounting, under which purchase orders, contracts, and other commitments for the
expenditure of monies are recorded in order to reserve that portion of the applicable appropriation, is
employed as an extension of formal budgetary control in the governmental funds. Encumbrances
outstanding at year-end are reported as assigned fund balance for subsequent year expenditures.
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Dave Yost - Auditor of State

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
REQUIRED BY GOVERNMENT AUDITING STANDARDS

Hamilton County Mental Health and Recovery Services Board
Hamilton County

2350 Auburn Avenue

Cincinnati, Ohio 45219

To the Board of Trustees:

We have audited, in accordance with auditing standards generally accepted in the United States and the
Comptroller General of the United States’ Government Auditing Standards, the financial statements of
the governmental activities and the major fund of the Hamilton County Mental Health and Recovery
Services Board, Hamilton County, (the Board) as of and for the year ended December 31, 2015, and the
related notes to the financial statements, which collectively comprise the Board's basic financial
statements and have issued our report thereon dated August 23, 2016, wherein we noted the Board
adopted Governmental Accounting Standards Board Statement No. 68, Accounting and Financial
Reporting for Pensions — An amendment of GASB Statement No. 27 and also GASB Statement No. 71,
Pension Transition for Contributions Made Subsequent to the Measurement Date — An Amendment of
GASB Statement No. 68.

Internal Control Over Financial Reporting

As part of our financial statement audit, we considered the Board’s internal control over financial reporting
(internal control) to determine the audit procedures appropriate in the circumstances to the extent
necessary to support our opinion on the financial statements, but not to the extent necessary to opine on
the effectiveness of the Board'’s internal control. Accordingly, we have not opined on it.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, when performing their assigned functions, to prevent, or detect and timely
correct misstatements. A material weakness is a deficiency, or combination of internal control
deficiencies resulting in a reasonable possibility that internal control will not prevent or detect and timely
correct a material misstatement of the Board’'s financial statements. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material
weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all internal control deficiencies that might be material
weaknesses or significant deficiencies. Given these limitations, we did not identify any deficiencies in
internal control that we consider material weaknesses. However, unidentified material weaknesses may
exist.

Corporate Centre of Blue Ash, 11117 Kenwood Road, Blue Ash, Ohio 45242
Phone: 513-361-8550 or 800-368-7419 Fax: 513-361-8577
www.ohioauditor.gov
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Financial Reporting and on Compliance and Other Matters
Required by Government Auditing Standards
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Compliance and Other Matters

As part of reasonably assuring whether the Board's financial statements are free of material
misstatement, we tested its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could directly and materially affect the determination of financial
statement amounts. However, opining on compliance with those provisions was not an objective of our
audit and accordingly, we do not express an opinion. The results of our tests disclosed no instances of
noncompliance or other matters we must report under Government Auditing Standards.

Purpose of this Report

This report only describes the scope of our internal control and compliance testing and our testing results,
and does not opine on the effectiveness of the Board'’s internal control or on compliance. This report is

an integral part of an audit performed under Government Auditing Standards in considering the Board’s
internal control and compliance. Accordingly, this communication is not suitable for any other purpose.

)

Dave Yost
Auditor of State

Columbus, Ohio

August 23, 2016
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Dave Yost - Auditor of State

HAMILTON COUNTY MENTAL HEALTH AND RECOVERY SERVICES BOARD
HAMILTON COUNTY
CLERK’S CERTIFICATION

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

isan Lubbitt

CLERK OF THE BUREAU

CERTIFIED
SEPTEMBER 6, 2016

88 East Broad Street, Fourth Floor, Columbus, Ohio 43215-3506
Phone: 614-466-4514 or 800-282-0370 Fax: 614-466-4490

www.ohioauditor.gov
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