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CERTIFIED PUBLIC ACCOUNTANTS
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FRANK MARX, II1, CPA
DORI BOHL, CPA& CFE

Independent Auditors' Report on Financial Statements

Governing Board
Northeastern Tribal Health System
P.C. Box 1498

- Miami, Oklahoma 74355

Members of the Governing Board:

We have audited the accompanying financial statements of the governmental activities, each major fund, and
the aggregate remaining fund information of Northeastern Tribal Health System as of and for the year ended
September 30, 2012, which collectively comprise the Clinic's basic financial statements as listed in the table of
contents. These financial statements are the responsibility of Northeastern Tribal Health System’s management.
QOur responsibility is to express opinions on these financial statements based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate remaining fund information
of Northeastern Tribal Health System as of Seplember 30, 2012, and the respective changes in financial
position, for the year then ended in conformity with accounting principles generally accepted in the United
States of America.

In accordance with Government Auditing Standards, we have also issued our report dated December 20,
2012, on our consideration of Northeastern Tribal Health System's internal control over financial reporting and
on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements
and other matters. The purpose of that report is to describe the scope of our festing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of our
audit.

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis identified as Required Supplementary Information in the table of contents be presented
to supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an essential
part of financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the informaticn for
consistency with management's responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.
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Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Northeastern Tribal Health System's financial statements as a whole. The accompanying
schedule of expenditures of federal awards is presented for purposes of additional analysis as required by U.S.
Office of Management and Budget Circular A-133, Audifs of States, Local Governments, and
Non-Profit Organizations, and is not a required parf of the financial statemenis. The schedule of
expenditures of federal awards is the responsibility of management and were derived from and relate directly
to the underlying accounting and other records used fo prepare the financial statements. The information has
been subjected to the auditing procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the financial statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the information is fairly stated in all material respecis in relation to the financial
statements as a whole,

Respectfully submitted,

Anderson, Marx & Boh!, P.C.

December 20, 2012

ANDERSON, MARX & BoHL, P.C.
CERTIFIED FUBLIC ACCOUNTANTS 2



NORTHEASTERN TRIBAL HEALTH SYSTEM
P.O. BOX 1498

MIAMI, OKLAHOMA 74355
(918) 542-1655

MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of Northeastern Tribal Health System’s annual financial report presents our discussion and analysis of
the System’s financial performance during the year ended September 30, 2012. Please read it in conjunction with the
System’s financial statements, which follow this section.

FINANCIAL HIGHLIGHTS
+ The System's total combined net assets on the statement of net assets were $21,257,915.

¢ During the year, the System’s primary government expenses on the statement of aclivities were $5,140,227
less than the $15,514,665 generated in revenues for all activities.

e The total cost of the System’'s programs on the statement of activities decreased $636,941 from last year.
This was mainly due to capitalization of the new facility costs during the current year.

e The primary operating fund reported a fund balance this year on the governmental funds balance sheet of
$21,257,915. The System began the current year with a fund balance in the amount of $16,117,688.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of three parts—management’s discussion and
analysis (this section), the basic financial statements, and required
supplementary information. The basic financial statements include two
kinds of statements that present different views of the System:

Figure A-1, Required Components of the
System’s Annual Financial Report

® The first two statements are government-wide financial statements : —-
that provide both long-term and shori-term information about the '

System'’s overall financial status. Wanagement s Basic Required
Déacuasion Financial Supplementary
Stat t Information

* The remaining statements are fund financial statements that focus and _ alements
on individual parts of the government, reporting the System's Analyscs
operations in more detail than the government-wide statements.

e The governmental funds statements tell how general government ’
services were financed in the short ferm as well as what remains for .-~
future spending. ) < — PV -

s Proprietary fund statements provide Information about for profit | - ] '
activities. | Gavemment-Wide | Fund Hlates

Financial ] Financial | o the
Statements : Statements T ol
The financial statements also include notes that explain some of the _ Statemsents
information in the financial statements and provide more detailed data. The |
statements are followed by a section of required supplementary informalion

that further explains and supports the information in the financial
statements. Figure A-1 shows how the required parts of this annual report

are arranged and related to one another, Summary <:;> Detail



Government-wide Statements

The government-wide statements report information about the System as a whole using accounting methods similar
to those used by private-sector companies. The statement of net assets includes all of the government's assets and
liabilities. All of the current year's revenues and expenses are accounted for in the statement of activities regardless
of when cash is received or paid. The two government-wide statements report the System’s net assets and how they
have changed. Net assets—the difference between the System’s assets and liabilities—is one way to measure the
Systern's financial health or position.

e Overtime, increases or decreases in the System’s net assets are an indicator of whether its financial health is
improving or deteriorating, respectively.

® To assess the overall health of the Systemn, one needs to consider additional nonfinancial factors,

The government-wide financial statements of the System include the Governmental activities, Most of the System's
basic services are included here, such as the provision of health care services. An annual funding agreement with
DHHS finances most of these activities.

Fund Financial Statements

The fund financial statements provide more detailed information about the System's most significant funds—not the
System as a whole. Funds are accounting devices that the System uses to keep track of specific sources of funding
and spending for particular purposes.

¢  Some funds may be required by law.

s The governing board establishes other funds to control and manage money for particular purposes or to show
that it is properly using certain grants.

The Systern has the following kinds of funds:

o  Governmental funds—Most of the System's basic services are included in governmental funds, which focus
on {1) how cash and other financial assets that can readily be converted to cash flow in and out and (2) the
balances left at year-end that are available for spending. Consequently, the governmental fund statements
provide a detailed short-ferm view that helps you determine whether there are more or fewer financial
resources that can be spent in the near future to finance the System's programs. Because this information
does not encompass the additional long-term focus of the government-wide statements, we provide additional
information at the bottom of the governmental funds statement, or on the subsequent page, that explain the
relationship {(or differences} between them.



FINANCIAL ANALYSIS OF THE SYSTEM AS AWHOLE

Net assefs. The System’s combined net assets were $21.3 million at September 30, 2012. (See Table A-1).

Table A-1

Northeastern Tribal Health Systern’s Net Assets
{In mitlion doflars)

Total
Percentage
Change
201 2011 2012-2011
Current assets:

Cash and cash equivalents 12.7 151 15

Due from other governments A A -

Receivables, net 4 .3 33

Inventary 1 A -

Other .0 1.8 -

Total current assets: 13.3 17.4 -24
Noncurrent assets:
Building improvements and equipment 12.0 2.7 344

Less accumulated depreciation (2.6) (2.0) -30
Total noncurrent assets 2.4 N 1242
Total Assets 22.7 18.1 25
Current liabilities:

Accounts payable and accrued liabilities 1.5 2.0 -25
Total Liabilities 1.5 2.0 -25
Net Assets:

Invested in capital assets, net of debt a4 .8 1240
Restricted .0 1.0 -
Unrestricted 11.8 14.3 -17
Total Net Assets 21.2 16.1 47

The System has $11,836,397 of unrestricted net assets that represent resources o be available to fund the programs
of the System next year.

Changes in net assets. The System’s total revenues were $15,514,665. A significant portion, 83 percent, of the
System’s revenue comes from grants and a DHHS funding agreement, while 15 percent relates to charges for services.

The total cost of all programs and services was $10,374,438 all of these costs are for governmental activities.



Governmental Activities

#  Charges for services increased $162,121 in the current year,
Table A-2

Changes in Northeastern Tribal Health System’s Net Assets
{In million dollars)

Yo

2012 2011 Ch

Program Revenues:;

Charges for Services 2.2 2.0 10

Operating Grants and Contributions 10.4 9.2 13

Capital Grants and Contributions 2.8 1.0 180
General Revenues

Investment Eamings A 1 -
Total Revenues 18.5 12.3 26
Health and Welfare 10.4 11.0 -5
Total Expenses 10.4 11.0 -5
Transfers In (Out) 0 0 -
Increase {Decrease) in Net Assets 5.1 1.3 292

FINANCIAL ANALYSIS OF THE SYSTEM’S FUNDS

Revenues from governmental fund types totaled $15.5 million, while the previous year it was $10.3 million. The
percentage in local revenues increased due fo current year collections.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At the end of 2012, the System had invested $11,966,925 in a broad range of capital assets, including equipment and

building improvements. (See Table A-4.) This amount represents a net increase (including additions and deductions)
of 387 percent over last year.

Table A-4
System’s Capital Assets
(In millions of dollars}

Total
Percentage
Change
2012 2011 2012-2011
Building improvements 8.4 | 8300
Equipment 3.6 3.0 20
Totals at historical cost 12.0 31 287
Total accumulated depreciation (2.8) (2.3) -13
Net capital assets 9.4 .8 1075

The System’s fiscal year 2012 capital project spending includes the building of a new facility. More detailed
information about the System's capital assets is presented in the notes to the financial statements.



Long Term Debt

At year-end the System had no debt outstanding. More detailed information is presented in the notes to the financial
statements.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The System’s primary cperating fund fund balance was expected to decrease by the close of fiscal year 2012, due
mainly to the construction of a new facility and associated re-location costs and did decrease by approximately $2.45
million.

CONTACTING THE SYSTEM’'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, customers, and investors with a general overview of the
System's finances and to demonstrate the System’s accountability for the money it receives. If you have questions
about this report or need additional financial information, contact the Northeastern Tribal Health System's Finance

Department at P. O. Box 1498, Miami, Oklahoma 74355 or phone number 918-542-1655.
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NORTHEASTERN TRIBAL HEALTH SYSTEM
STATEMENT OF NET ASSETS
SEPTEMBER 30, 2012

ASSETS
Cash and Cash Equivalents
Receivables (net of allowances for uncollectibles)
Infergovernmental Receivables
Inventories
Prepaid items
Restricted Assets:
Cash and Cash Equivalents
Capital Assets (net of accumulated depreciation):
Buildings and System
Machinery and Equipment
Total Assets

LIABILITIES
Accounts Payable and Other Current Liabilities
Grants Payable

Total Liabilities

NET ASSETS
Invested in Capital Assets
Restricted For:

Capital Projects

The accompanying notes are an integral part of this statement.

$

22,735,566

1,530,667

Governmental
Activities

12,665,432
389,128
154,057

98,118
7,313

2,656

8,287,898
1,130,964

1,127,759
411,898

9,418,862

2,656
11,836,397

EXHIBIT A-1



EXHIBIT A-2
NORTHEASTERN TRIBAL HEALTH SYSTEM

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED SEPTEMBER 30, 2012

Net (Expense)
Revenue and
Changes in
Program Revenues Net Assets
Operating Capital
Charges for Grants and Grants and Governmental
Functions/Programs Expenses Services Contributions Contributions Activities
PRIMARY GOVERNNIENT:
Governmental Activities:
Health and Welfare k) 10,374,438 § 2,182,509 § 10,442,037 § 2,822,869 % 5,072,977
Total Governmental Activities 10,374,438 2,182,509 10,442,037 2,822,869 5,072,977
Total Primary Government $ 10,374,438 $ 2,182,509 $ 10442037 $ 2,822,869 5,072,977
General Revenues:
Unrestricted Investment Earnings 67,250
Total General Revenues 67,250

‘Net Assets - Beginning 16,117,688
Net Assets - Ending $ 21,257,915

The accompanying notes are an integral part of this statement.



EXHIBIT A-3
NORTHEASTERN TRIBAL HEALTH SYSTEM

BALANCE SHEET - GOVERNMENTAL FUNDS
SEPTEMBER 30, 2012

General
Fund
ASSETS
Assets:
Cash and Cash Equivalents $ 12,665,432
Receivables (net of allowances for uncoliectibles) 389,128
Infergovernmental Receivables 154,057
Interest Receivable 62,006
Inventories 28,118
Prepaid items 7,313
Restricted Assets:
Cas Equi

2,656

LIABILITIES AND FUND BALANCES

Liabilities:
Accounts Payable $ 999,340
Grants Payable 411,898
Accrued Liabilities 39,015
Total Liabilities 1,450,253
Fund Balances:
Committed for Construction 2,656
Unassigned 11,925,801
Total Fund Balance 11,928,457

The accompanying notes are an integral part of this statement.
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EXHIBIT A-4
NORTHEASTERN TRIBAL HEALTH SYSTEM

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET

TO THE STATEMENT OF NET ASSETS

SEPTEMBER 30, 2012

Total fund balances - governmental funds balance sheet 5 11,928,457

Amounts reported for governmental activities in the Statement of Net Assets
are different because:

Capital assets used in governmental activities are not reported in the funds. 9,418,862
Payables for compensated absences which are not due in the current period are not reported in the funds, (89,404)
Net assets of governmental activities - Statement of Net Assets $ 21,257,915

The accompanying notes are an integral part of this statement.
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EXHIBIT A-5

NORTHEASTERN TRIBAL HEALTH SYSTEM
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES - GOVERNMENTAL FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2012

General
Fund
Revenue:
Intergovernmental $ 13,264,906
Charges for Services 2,182,509
Investment Earnings 67,250
Total revenues 15,514,665
Expenditures:
Current;
Heatlth and Welfare 10,066,101
Capital Qutlay:
Health and Welfare 8,927,582
Total Expenditures 18,993,683
Net Change in Fund Balances (3,.479,018)
Fund Balances - Beginning 15,407,475

b

The accompanying notes are an integral part of this statement.
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EXHIBIT A-6
NORTHEASTERN TRIBAL HEALTH SYSTEM

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED SEPTEMBER 30, 2012

Net change in fund balances - total governmental funds $ (3,479,018)

Amounts reported for governmental activities in the Statement of Activities
("SOA") are different because:

Capital outlays are not reported as expenses in the SOA. 8,927,582
The depreciation of capital assets used in governmental activities is not reported in the funds. (299,542)
Compensated absences are reported as the amount earned in the SOA but as the amount paid in the funds. (8,795)
Change in net assets of governmental activities - Statement of Activities $ 5,140,227

The accompanying notes are an integral part of this statement.
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NORTHEASTERN TRIBAL HEALTH SYSTEM
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2012

A

Summary of Significant Accounting Policies

The combined financial statements of Northeastern Tribal Health System (the "Clinic") have been prepared in
conformity with accounting principles applicable to governmental units which are generally accepted in the United
States of America. The Governmental Accounting Standards Board ("GASB") is the accepted standard setting body
for establishing governmental accounting and financial reporting principles.

1.

Reporting Entity

The Clinic's basic financial statements include the accounts of all its operations. The Clinic evaluated whether
any other entity should be included in these financial statements. The criteria for including organizations as
component units within the Clinic's reporting entity, as set forth in GASB Statement No. 14, "The Financial
Reporting Entity,” include whether:

- the organization is legally separate (can sue and be sued in its name)

- the Clinic holds the corporate powers of the organization

the Clinic appoints a voting majority of the organization's board

the Clinic is able to impose its will on the organization

the organization has the potential to impose a financial benefit/burden on the Clinic

there is fiscal dependency by the organization on the Clinic

the exclusion of the organization would result in misleading or incomplete financial statements

r

The Clinic also evaluated each legally separate, tax-exempt organization whose resources are used principally
to provide support to the Clinic to determine if its omission from the reporting entity would result in financial
statements which are misleading or incomplete. GASB Statement No. 14 requires inclusion of such an
organization as a component unit when: 1} The economic resources received or held by the organization are
entirely or almost entirely for the direct benefit of the Clinic, its component units or its constituents; and 2) The
Clinic or its component units is entitled to, or has the ability to otherwise access, a majority of the economic
resources received or held by the organization; and 3) Such economic resources are significant to the Clinic.

Based on these criteria, the Clinic has no component units. Additicnally, the Clinic is not a component unit of
any other reporting entity as defined by the GASB Statement.

Basis of Presentation, Basis of Accounting
a. Basis of Presentation

Government-wide Statements: The statement of net assets and the statement of activities include the
financial activities of the overall government. Eliminations have been made to minimize the
double-counting  of internal activiies. Governmental activities generally are financed through
intergovernmental revenues, and other nonexchange transactions.

The statement of activities presents a comparison between direct expenses and program revenues for
each function of the Clinic's governmental activities. Direct expenses are those that are specifically
associated with a program or function and, therefore, are clearly identifiable to a particular function. The
Clinic does not allocate indirect expenses in the statement of activities. Program revenues include (a)
fees and charges paid by the recipients of goods or services offered by the programs and (b) grants and
contributions  that are restricted to meeting the operational or capital requirements of a particular
program. Revenues that are not classified as program revenues are presented as general revenues.

Fund Financial Statements: The fund financial statements provide information about the Clinic's funds,
with separate statements presented for each fund category. The emphasis of fund financial statements is
on major governmental funds, each displayed in a separate column, All remaining governmental funds
are aggregated and reported as nonmajor funds.

14



NORTHEASTERN TRIBAL HEALTH SYSTEM
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2012

The Clinic reports the following major governmental funds:

General Fund. This is the Clinic's primary operating fund. It accounts for all financial rescurces of the
Clinic except those required to be accounted for in another fund.

Measurement Focus, Basis of Accounting

Government-wide Financial Statements: These financial statements are reported using the economic
resources measurement focus. They are reported using the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded at the time liabilities are incurred, regardless of when
the related cash flows take place. Nonexchange transactions, in which the Clinic gives (or receives) value
without directly recelving (or giving) equal value in exchange, include grants, entitlements, and
donations. Revenue from grants, entitlements, and donations is recognized in the fiscal year in which all
eligibility requirements have been satisfied.

Governmental Fund Financial Statements: Governmental funds are reporied using the current financial
resources measurement focus and the modified accrual basis of accounting. Under this method, revenues
are recognized when measurable and available. The Clinic considers all revenues reported in the
governmental funds to be available if the revenues are collected within sixty days after year-end.
Miscellaneous revenues are recorded as revenue when received in cash because they are generally not
measurable until actually received. I[nvestment earnings are recorded as earned, since they are both
measurable and available. Expenditures are recorded when the related fund liability is incurred, except
for principal and interest on general long-term debt, claims and judgments, and compensated absences,
which are recognized as expenditures to the extent they have matured. General capital asset acquisitions
are reported as expenditures in governmental funds. Proceeds of general long-term debt and acquisitions
under capital leases are reported as other financing sources.

When the Clinic incurs an expenditure or expense for which both restricted and unrestricted resources may
be used, it is the Clinic's policy to use restricted resources first, then unrestricted resources.

3. Financial Statement Amounts

a.

Inventories and Prepaid ltems

Inventories on the balance sheet are stated at cost. Inventory items are recorded as
expenditures when they are consumed.

Certaln payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid
items.

Capital Assets

Purchased or constructed capital assets are reported at cost or estimated historical cost. Donated fixed assets
are recorded at their estimated fair value at the date of the donation. The cost of normal maintenance and repairs
that do not add to the value of the asset or materially extend assets' lives are not capitalized. A capitalization
threshold of $5,000 is used.

Capital assets are being depreciated using the straight-line method over the following estimated useful lives;

s Estirated
Asset Class Useful Lives
Buildings 40
Building Improvements 10
Equipment 10

15



NORTHEASTERN TRIBAL HEALTH SYSTEM
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2012

C. Receivable and Payable Balances

The Clinic believes that sufficient detail of receivable and payable balances is provided in the financial
statements to avoid the obscuring of significant components by aggregation. Therefore, no disclosure is provided
which disaggregates those balances. The Clinic deems all receivables to be collectible.

There are no significant receivables which are not scheduled for collection within one year of year end.
d. Compensated Absences

The Clinic's policy allows employees to earn twelve hours each month, to be available for use after
thirty days of employment. The fiscal year is to be used as the basis for time used or lost. Employees
are allowed to carry over up to 224 hours of accumulated leave fime. Upon separation from
employment with the Clinic, an employee will be paid for the unused portion of the accrued annual
leave time at a vrate based on the present earnings per hour. Employees
are not paid for unused sick days upon termination of employment. Accordingly, sick pay is charged to
expenditures when taken.

The liability for compensated absences is recorded as a liability in the government-wide statements. In
the fund financial statements, governmental funds report only the compensated absence liability
payable from expendable available financial resources. As of September 30, 2012, the total balance
of compensated absences in the government-wide statements was $127,720.

e. Use of Estimates

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

f. Income Taxes

The Clinic is exempt from income taxes. Therefore, income taxes are not reflected in the financial statements.
g. F B - ntal Fun

Fund balances of the governmental funds are classified as follows:

Nonspendable Fund Balance - represents amounts that cannot be spent because they are either not in
spendable form (such as Inventory or prepaid insurance) or legally required to remain intact (such as notes
receivable or principal of a permanent fund).

Restricted Fund Balance - represents amounts that are constrained by external parties, constitutional
provisions or enabling legislation.

Committed Fund Balance - represents amounts that can only be used for a specific purpose because of a
formal action by the Clinic's City Council. Committed amounts cannot be used for any other purpose
unless the City Council removes those constraints by taking the same type of formal action. Committed
fund balance amounts may be used for other purposes with appropriate due process by the City Council.
Commitments are typically done through adoption and amendment of the budget. Committed fund
balance amounts differ from restricied balances in that the constraints on their use do not come from
outside parties, constitutional provisions, or enabling legislation.

16



NORTHEASTERN TRIBAL HEALTH SYSTEM
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2012

Assigned Fund Balance - represents amounts which the Clinic intends to use for a specific purpose, but
that do not meet the criteria to be classified as restricted or committed. Intent may be stipulated by the
City Council or by an official or body to which the City Council delegates the authority. Specific amounts
that are not restricted or committed in a special revenue, capital projects, debt service or permanent fund
are assigned for purposes in accordance with the nature of their fund type or the fund's primary purpose.
Assignments within the general fund conveys that the intended use of those amounts is for a specific
purpose that is narrower than the general purposes of the Clinic itself.

Unassigned Fund Balance - represents amounts which are unconstrained in that they may be spent for
any purpose. Only the general fund reports a positive unassigned fund balance. Other governmental
funds might report a negative balance in this classification because of overspending for specific purposes
for which amounts had been restricted, committed or assigned.

When an expenditure is incurred for a purpose for which both restricted and unrestricted fund balance is
available, the Clinic considers restricted funds to have been spent first. When an expenditure is incurred
for which committed, assigned, or unassigned fund balances are available, the Clinic considers amounts
to have been spent first out of committed funds, then assigned funds, and finally unassigned funds.

B. Compliance and Accountability
1.  Finance-Related Legal and Contractual Provisions

In accordance with GASE Statement No. 38, "Certain Financial Statement Note Disclosures,” violations of finance-
related legal and contractual provisions, if any, are reported below, along with actions taken to address such violations:

Violation Action Taken
Naone reported Not applicable

2. Deficit Fund Balance or Fund Net Assets of Individual Funds

Following are funds having deficit fund balances or fund net assets at year end, if any, along with remarks which address
such deficits:

Deficit
Fund Name Amount Remarks
None reported Not applicable  Not applicable

3. Budgetary Information

Budgets are not required to be adopted for the Clinic's fund types. Therefore, the budgetary comparison
information has not been included in the financial statements.

C. Deposits and Investments

A depository bank deposits for safekeeping and trust with the Clinic's agent bank approved pledged securities in an
amount sufficient to protect Clinic funds on a day-to-day basis. The pledge of approved securities is waived only to
the extent of the depository bank's dollar amount of Federal Deposit Insurance Corporation ("FDIC") insurance.

Cash Deposits:

At September 30, 2012, the carrying amount of the Clinic's deposits (cash, certificates of deposit, and interest-bearing
savings accounts included in temporary investments) was $12,665,432 and the bank balance was $13,377,158. The
Clinic's cash deposits at September 30, 2012 and during the year ended September 30, 2012, were entirely covered
by FDIC insurance or by pledged collateral held by the Clinic's agent bank in the Clinic's name.
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NORTHEASTERN TRIBAL HEALTH SYSTEM
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2012

alysis of Specific D it and Investment Risks:

GASB Statement No. 40 requires a determination as to whether the Clinic was exposed to the following specific
investment risks at year end and if so, the reporting of certain related disclosures;

a. Credit Risk
Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations. The ratings of
securities by nationally recognized rating agencies are designed to give an indication of credit risk. At year end, the
Clinic was not significantly exposed to credit risk.

b.  Custodial Credit Risk
Deposits are exposed to custodial credit risk if they are not covered by depository insurance and the deposits are
uncollateralized, collateralized with securities held by the pledging financial institution, or collateralized with securities
held by the pledging financial institution's trust department or agent but not in the Clinic's name.
Investment securities are exposed to custodial credit risk if the securities are uninsured, are not registered in the name of
the government, and are held by either the counterparty or the counterparty's frust depariment or agent but not in the
Clinic's name,
At year end, the Clinic was not exposed to custodial credit risk.

c.  Concentration of Credit Risk
This risk is the risk of loss attributed to the magnitude of a government's investment in a single issuer. At year end, the
Clinic was not exposed to concentration of credit risk.

d. Interest Rate Risk
This Is the risk that changes in interest rates will adversely affect the fair value of an investment. At year end, the
Clinic was not exposed o interest rate risk.

e.  Foreign Currency Risk
This is the risk that exchange rates will adversely affect the falr value of an investment. At year end, the Clinic was
not exposed to foreign currency risk,

D. Capital Assets

Capital asset activity for the year ended September 30, 2012, was as follows:

Beginning Ending
Balances Increases Decreases Balances
Governmental activities:
Capital assets being depreciated:
Buildings and improvements $ 53,800 $ 8,392,808 % 53,800 % 8,392,808
Equipment : 3,039,343 534,774 - 3,574,117
Total capital assets being depreciated 3,093,143 8,927 582 53,800 11,966,925
Less accurnulated depreciation for:
Buildings and improvements (48,420) (110,290) (53,800} (104,910)
Equipment (2,253,901) (189,252) -- {2,443,153)
Total accumulated depreciation (2,302,321) (299,542) (53,800) (2,548,063)
Total capital assets being depreciated, net 790,822 8,628,040 -- 9,418,862
Governmental activities capital assets, net 3 790,822 $ 8,628,040 $ - $ 9,418,862
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NORTHEASTERN TRIBAL HEALTH SYSTEM
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2012

Depreciation was charged fo functions as follows:

Health and Welfare $ 299,542
$____ 200542

E. Risk Management

The Clinic is exposed to various risks of loss related to torts, theft, damage or desfruction of assets, errors and
omissions, Iinjuries to employees, and natural disasters. During fiscal year 2012, the Clinic purchased commercial
insurance to cover general liabilities. There were no significant reductions in coverage in the past fiscal year and
there were no settlements exceeding insurance coverage for any of the past three fiscal years.

F. Health Car verage

During the year ended September 30, 2012, employees of the Clinic were covered by a health insurance plan (the
Plan). The Clinic paid premiums of 100% per pay period per employee and 50% per dependents to the Plan. All
premiums were paid to a licensed insurer.

The contract between the Clinic and the licensed insurer is renewable November 1, 2012, and terms of coverage and
premium costs are included in the contractual provisions.

G. Commitments and Contingencies
1.  Contingencies

The Clinic participates in grant programs which are governed by various rules and regulations of the grantor
agencies. Costs charged to the respective grant programs are subject to audit and adjustment by the grantor
agencies; therefore, to the extent that the Clinic has not complied with the rules and regulations governing the
grants, refunds of any money received may be required and the collectibility of any related receivable may be
impaired. In the opinion of the Clinic, there are no significant contingent liabilities relating to compliance with
the rules and regulations governing the respective grants; therefore, no provision has been recorded in the
accompanying basic financial statements for such contingencies.

2. Litigation'
No reportable litigation was pending against the Clinic at September 30, 2012.
H. Deferred Contribution Plan
The Clinic offers its employees a deferred compensation plan created in accordance with Internal Revenue Code
Section 401. The plan is administered by the Northeastern Tribal Health System Consorium. The plan, available
to all Clinic employees over the age of twenty one, permits them tc defer a portion of their salary until future
years. Eligible employees can defer from one percent to fifteen percent of their wages

each plan year. The Clinic will make a matching contribution of up to three percent. During the fiscal
year employees contributed $178,905 and the Clinic contributed $142,011 to the plan.

19



Other Supplementary Information

This section includes financial information and disclosures not required by the Governmental Accounting Standards
Board and not considered a part of the basic financial statements. It may, however, include information which is
required by other entities.
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Governing Board

Northeastern Tribal Health System
P.O. Box 1498

Miami, Oklahoma 74355

Members of the Governing Board:

We have audited the financial statements of the governmental activities, each major fund, and the aggregate
remaining fund information of Northeastern Tribal Health System as of and for the year ended September 30,
2012, which collectively comprise the Northeastern Tribal Health System's basic financial statements and
have issued our report thereon dated December 20, 2012. We conducted our audit in accordance with
auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Sfandards, issued by the Comptroller General of the
United States.

Internal Control Qver Financial Reporting

Management of Northeastern Tribal Health System is responsible for establishing and maintaining effective .
internal control over financial reporting. In planning and performing our audit, we considered Northeastern
Tribal Health System's internal control over financial reporting as a basis for designing our auditing
procedures for the purpose of expressing our opinions on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of the Northeastern Tribal Health System's internal control over
financial reporting. Accordingly, we do not express an opinion on the effectiveness of the Northeastern
Tribal Health System's internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control such that there is a reasonable possibility that a material misstatement of the entity's financial
statements will not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal contro! over financial
reporting that might be deficiencies, significant deficiencies, or material weaknesses. We did not identify any
deficiencies in internal control over financial reporting that we consider to be material weaknesses, as
defined above.

Compliance and Other Matters

As part of obfaining reasonable assurance about whether Northeastern Tribal Health System's financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

119 NORTH MAIN, CORSICANA, TEXAS 75110 www.anderson-cpa.com PHONE: (903) 872-2571 FAX: (903) 874-1413
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This report is intended solely for the -information and use of management, others within the entity, the
Governing Board, and federal awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than these specified parties.

Respectfully submitted,

Dandtrss Moy ¢ Bl p. .

Anderson, Marx & Bohl, P.C.

December 20, 2012.

ANDERSON, MARX & BOHL, P.C.
CERTIFIED PUBLIC ACCOUNTANTS
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Independent Auditors' Report
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Governing Board

Northeastern Tribal Health System
P.O. Box 1498

Miami, Oklahoma 74355

Members of the Governing Board:

Compliance

We have audited Northeastern Tribal Health System's compliance with the types of compliance requirements
described in the OMB Circular A-133 Compliance Supplement that could have a direct and material
effect on each of Northeastern Tribal Health System's major federal programs for the year ended September
30, 2012. Northeastern Tribal Health System's major federal programs are identified in the summary of
auditor's results section of the accompanying schedule of findings and questioned costs. Compliance with
the requirements of laws, regulations, contracts, and grants applicable to each of its major federal programs
is the responsibility of Northeastern Tribal Health System’s management. Our responsibility is to express an
opinion on Northeastern Tribal Health System's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audifs of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit {o obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect on a
major federal program cceurred. An audit includes examining, on a test basis, evidence about Northeastern
Tribal Health System's compliance with those requirements and perferming such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion. Our audit dees not provide a legal determination of Northeastern Tribal Health System's compliance
with those requirements.

In our opinign, Northeastern Tribal Health System complied, in all material respects, with the compliance
requirements referred to above that could have a direct and material effect on each of its major federal
programs for the year ended September 30, 2012,

In li

Management of Northeastern Tribal Health System is responsible for establishing and maintaining effective
internal control over compliance with the requirements of laws, regulations, contracts, and grants applicable
to federal programs. In planning and performing our audit, we considered Northeastern Tribal Health System's
internal contro! over compliance with the reguirements that could have a direct and material effect on a major
federal program to determine the auditing procedures for the purpose of expressing our opinion on
compliance and to test and report on internal control over compliance in accordance with OMB Circular
A-133, but not for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, we do not express an opinion on the effectiveness of Northeastern Tribal Health
System's internal control cver compliance.

119 NORTH MAIN, CORSICANA, TEXAS 75110 www.anderson-cpa.com PHONE: (903) 872-2571 FAX: (903) 874-1413
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A deficiency in internal controf over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in infernal confrol over compliance is a
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a reasonabie
possibility that material noncompliance with a type of compiiance requirement of a federal program will not be
prevented, or detected and corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over compliance
that might be deficiencies, significant deficiencies, or material weaknesses. We did not identify any
deficiencies in internal control over compliance that we considered to be material weaknesses, as defined
above.

This report is intended solely for the information and use of management, others within the entity, the
Governing Board, federal awarding agencies and pass-through entities and is not intended to be and should
not be used by anyone other than these specified parties.

Respectfully submitted,

W"",MM ¢ M, P.C.
Anderson, Marx & Bohl, P.C.

December 20, 2012

ANDERSON, MARX &« BOHL, P.C.
CERTIFIED PUBLIC ACCOUNTANTS 23



NORTHEASTERN TRIBAL HEALTH SYSTEM
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2012

A. Summary of Auditors' Results

1.

Financial Statemenis

Type of auditors' report issued: Unqualified
Internal control over financial reporting:
One or more material weaknesses identified? Yes X No
One or more significant deficiencies identified that
are not considered to be material weaknesses? Yes X None Reported
Noncompliance material to financial
statements noted? Yes X No
Federal Awards
Internal control over major programs:
One or more material weaknesses identified? Yes X No
One or more significant deficiencies identified that
are not considered to be material weaknesses? Yes X None Reported
Type of auditors' report issued on compliance for
major programs; Unqualified
Any audit findings disclosed that are required
fo be reported in accordance with section 510(a)
of Circular A-1337 Yes X No
Identification of major programs:
CFDA Number{s) Name of Federal Program or Cluster
14.862 Dental & Optometry Health Facility Project
14.862 Construction of the NTHS Programs Administration Building
14.862 Construction of the NTHS Diabetes Educ & Phys Therapy Building
14.862 Construction of CHS Facilities & Improvements
14.862 Design & Construction of a Pharmacy & Behavioral Health Facility
14.862 Education Center
93.210 Tribal Self-Governance Program
Dollar threshold used to distinguish between
type A and type B programs: $300,000
Auditee qualified as low-risk auditee? X  Yes No

B. Financial Statement Findings
NONE

C. Eederal Award Findings and Questioned Costs
NONE
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NORTHEASTERN TRIBAL HEALTH SYSTEM
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED SEPTEMBER 30, 2012

Management's Explanation
Finding/Recommendation Current Status If Not Implemented

None reported.
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NORTHEASTERN TRIBAL HEALTH SYSTEM
CORRECTIVE ACTION PLAN
FOR THE YEAR ENDED SEPTEMBER 30, 2012

No findings were reported for the current year. No corrective action plan is required.
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NORTHEASTERN TRIBAL HEALTH SYSTEM | EXHIBIT C-1
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2012

Federal Grantor/ Federal Pass-Through
Pass-Through Grantor/ CFDA Entity Identifying Federal
Program Title Number Number Expenditures
U. S. DEPARTMENT OF HOUSING & URBAN DEVELOPMENT
Passed Through Miami Tribe of Oklahoma:

Dental & Optometry Health Facility Project * 14.862 - $ 511,596

Education Center * 14.862 - 109,615
Total Passed Through Miami Tribe of Oklahoma 621,211
Passed Through Modoc Tribe of Oklahoma:

Construction of the Northeastern Tribal Health System Health Program 14.862 - 535,561
Passed Through Ottawa Tribe of Oklahoma:

Construction of the Northeastern Tribal Health System Diabetes Educa 14.862 - 552,098
Passed Through Peoria Tribe of Oklahoma:

Construction of Community Health Services Facilities & Improvements 14.862 - 537,224
Passed Through Quapaw Tribe of Oklahoma:

Design & Construction of a Pharmacy & Behavioral Health Facility *  14.862 - 576,775
Total U. 8. Depariment of Housing & Urban Development 2,822,869

U. 8. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Direct Programs:

Tribal Self Governance 83.210 - 9,851,161

Special Diabetes Program for Indians 93.237 - 342,070

NTHS CHIPRA Project 93.767 - 103,365
Total Direct Programs 10,296,596
Passed Through Indian Health Care Resource Center of Tulsa, Inc.:

Special Diabetes Program for Indians 93.237 -- 145,441

_Total U. S._I_Jepq_rtment _qf Health and Human $_(_arvices

10,442,03

H4:000:

* Indicates clustered program under OMB Circular A-133 Compliance Supplement

The accompanying notes are an integral part of this schedule.
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NORTHEASTERN TRIBAL HEALTH SYSTEM
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2012

Basis of Presentation

The accompanying schedule of expenditures of federal awards includes the federal grant activity of
Northeastern Tribal Health System and is presented on the modified accrual basis of accounting. The
information in this schedule is presented in accordance with the requirements of OMB Circular A-133, Audits
of States, Local Governments, and Non-Profit Organizations. Therefore, some amounts presented in
this schedule may differ from amounts presented in, or used in the preparation of, the general purpose
financial statements,
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