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CERTIFIED PUBLIC ACCOUNTANTS
INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of
Central Nassau Guidance and Counseling
Services, Inc. and Subsidiary:

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Central Nassau Guidance
and Counseling Services, Inc. and Subsidiary (collectively, the “Agency”, a nonprofit organization),
which comprise the consolidated statements of financial position as of December 31, 2017 and 2016,
and the related consolidated statements of activities and changes in net assets, functional expenses
and cash flows for the years then ended, and the related notes to consolidated financial statements.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with accounting principles generally accepted in the United States of
America; this includes the design, implementation, and maintenance of internal control relevant to
the preparation and fair presentation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our
audits. We conducted our audits in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audits to obtain reasonable assurance about whether the
consolidated financial statements are free from material misstatement. The financial statements of
the Subsidiary were not audited in accordance with Government Auditing Standards and accordingly
this report does not include reporting on internal control over financial reporting or instances of
reportable noncompliance associated with the Subsidiary.
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An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consolidated financial statements. The procedures selected depend on the auditor’'s judgment,
including the assessment of the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair presentation of the consolidated financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly,
we express no such opinion. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of significant accounting estimates made by management, as
well as evaluating the overall presentation of the consolidated financial statements.

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

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Central Nassau Guidance and Counseling Services, Inc. and
Subsidiary as of December 31, 2017 and 2016, and the changes in their net assets and their cash
flows for the years then ended in accordance with accounting principles generally accepted in the
United States of America.

Correction of Error

As discussed in Note 3 to the financial statements, certain errors from amounts previously reported
relating to contract funds received that are due to the government, were discovered by management
of the Agency during the current year. Accordingly amounts reported for liabilities, net assets,
revenues and expenses as of and for the year ended December 31, 2016 have been restated in the
2017 financial statements now presented, and an adjustment has been made to net assets as of
December 31, 2015 to correct the error. Our opinion is not modified with respect to this matter.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued a report dated April 18,
2018 on our consideration of Central Nassau Guidance and Counseling Services, Inc.’s internal
control over financial reporting and our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the 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 Central Nassau Guidance and Counseling Services, Inc.’s internal
control over financial reporting and compliance.

April 18, 2018

Melville, New York ﬁm f,m‘% L



CENTRAL NASSAU GUIDANCE AND COUNSELING SERVICES, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

AS OF DECEMBER 31, 2017 AND 2016

ASSETS

CURRENT ASSETS:
Cash and cash equivalents
Investments
Government contracts receivable
Program service fees receivable, net of allowance for doubtful
accounts of $718,165 and $397,647, respectively
Other receivables
Prepaid expenses

Total current assets
NON-CURRENT ASSETS:
Fixed assets, net of accumulated depreciation
and amortization of $5,393,621 and $4,989,857, respectively
Security deposits
Restricted cash - capital reserve
Total non-current assets

Total assets

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES:
Trade payables
Government agency payables
Accrued expenses
Deferred rent payable
Unearned revenue
Current portion of long-term debt

Total current liabilities
NON-CURRENT LIABILITIES:
Long-term debt, net of deferred issuance costs of $98,157 and
and $108,185, respectively
Due to governments
Total liabilities
NET ASSETS:
Unrestricted
Temporarily restricted

Total net assets

Total liabilities and net assets

2016
2017 (As Restated)
$ 6,291,968 $ 4,967,321
59,696 56,379
1,140,037 1,603,243
2,510,364 1,735,752
1,500 31,146
115,623 68,184
10,119,188 8,462,025
7,964,205 7,442,387
125,647 108,607
148,859 141,318
8,238,711 7,692,312
$ 18,357,899 $ 16,154,337
$ 614913 $ 430,243
1,675,984 1,178,082
1,321,477 993,019
104,210 82,271
388,523 475,273
193,180 166,742
4,298,287 3,325,630
1,377,019 1,530,562
2,044,301 2,031,029
7,719,607 6,887,221
10,496,946 9,125,798
141,346 141,318
10,638,292 9,267,116
$ 18,357,899 $ 16,154,337

The accompanying notes to consolidated financial statements

are an integral part of these statements.
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CENTRAL NASSAU GUIDANCE AND COUNSELING SERVICES, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016

2017 2016 (As Restated)
Unrestricted Temporarily Unrestricted Temporarily
Operating Board Designated Restricted Total Operating Board Designated Restricted Total
REVENUES:
Program service fees $ 15,377,396 & - $ - $ 15,377,396 § 14,291,445 % - 3 - $ 14,291,445
Grants from governmental
and other agencies 8,439,260 - - 8,439,260 6,587,853 - 7,512 6,595,365
Rental 492749 - - 492 749 472,047 - - 472,047
Contributions - 30,969 1,060 32,029 - 107,016 - 107,016
Special events - 163,281 - 163,281 - 162,048 - 162,048
United Way - 14,372 - 14,372 - 15,954 - 15,954
Other 354,376 - - 354,376 184,338 - - 184,338
Investment earnings - 8,887 28 8,915 - 3,504 27 3,531
Net assets released from restrictions 1,060 - (1.060) - - - - =
Total revenues 24,664,841 217,509 28 24 882 378 21,535,683 288,522 7,539 21,831,744
EXPENSES:
Program services 20,504,433 235,393 - 20,739,826 17,443,487 229,073 - 17,672,560
Management and general 2,207,287 - - 2,207,287 2,058,139 - - 2,068,139
Fundraising 144,482 - - 144,482 162,365 - - 162,365
Facilities management 323,692 - - 323,692 278,288 - - 278,288
Total expenses 23,179,894 235,393 - 23,415,287 19,942,279 229,073 - 20,171,352
Excess of revenues over expenses 1,484,947 (17.,884) 28 1,467,091 1,593,404 59,449 7,539 1,660,392
GAIN ON SALE OF BUILDING - - - - 326,671 - - 326,671
LOSS ON FIXED ASSET DISPOSAL (95.915) - - (95,915) - - - -
CHANGE IN NET ASSETS 1,389,032 (17,884) 28 1,371,176 1,920,075 59,449 7,539 1,987,063
NET ASSETS, BEGINNING OF YEAR,
AS RESTATED (SEE NOTE 11) 8,963,460 162,338 141,318 9,267,116 7,043,385 102,889 133,779 7,280,053
NET ASSETS, END OF YEAR 3 10,352492 § 144454 § 141,346 % 10,638,292 $ 8963460 § 162,338 § 141,318 8§ 9,267,116

The accompanying notes to consclidated financial statements
are an integral part of these statements.
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Cantracted personnel services
Bad debt

Consultants.

Data processng

Dues and subseriplions
Insurance

Interest and financing
Miscedansous

Maowing and storage

Postage

Pratng and puslications
Professional faes

Rant

Repairs and maintenance
Staff training

Supplies. medical 1esling and activites
Telepnone
Transportation

Ublites

Deprecation

Total expenses

Confracted personnel services
Bad debt

Consuliants

Data procassing

Dues and subscriptions
Insurance

Interest and financng
Mscellanecus

Moving and siorage

Puostage

Printing and publicatons
Professonal Fees

Rent

Regairs and maintanance
Staff training

Suppies, medical testing and activities
Telephone

Transpariation

Utites

Dapracation

Total expenses

CENTRAL NASSAU GUIDANCE AN
CONSCLIDATED STATEMENTS OF FUNCTIONAL EXPENSES
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016

NS
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8,002 32,185 a3z 584 zome 2828 109.273 28214 4.068 284,396 4575 37,653 484,568 130,884 - - 130,084 825,583
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are an imegral part of thesa staterments.
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CENTRAL NASSAU GUIDANCE AND COUNSELING SERVICES, INC. AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016

2016
2017 (As Restated)
CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets $ 1,371,176 $ 1,987,063
Adjustments to reconcile change in net assets to net cash
provided by operating activities:
Depreciation expense 480,572 448,785
Decrease in unamortized mortgage costs 2,347 2,340
Decrease in unamortized bond costs 7,681 7,681
Increase in deferred rent payable 21,939 -
Provision for bad debt 427,037 20,911
Gain on sale of building - (326,660)
Loss on disposal of fixed assets 95,915 L
Gain on sale of investments - (11)
Unrealized gain on investments (2,683) (14)
(Increase) decrease in government contracts receivable 463,206 (118,900)
Increase in program service fees receivable (1,201,649) (393,761)
(Increase) decrease in other receivables 29,646 (21,838)
(Increase) decrease in prepaid expenses (47,439) 19,359
Increase in security deposits (17,040) (15,355)
Increase in trade payables 184,670 18,343
Increase in government agency payables 497,902 168,748
Increase in accrued expenses 328,458 204,253
Increase (decrease) in unearned revenue (86,750) 146,732
Increase in due to government 13,272 1,326,357
Net cash provided by operating activities 2,568,260 3,474,033
CASH FLOWS FROM INVESTING ACTIVITIES:
Increase in restricted cash - capital reserve (7,541) (7,539)
Dividends reinvested (634) (399)
Donation of stock - (7,658)
Proceeds from sale of building - 975,000
Proceeds from sale of investments - 900
Purchase of fixed assets (1,048,569) (272,450)
Net cash provided (used) by investing activities (1,056,744) 687,854
CASH FLOWS FROM FINANCING ACTIVITIES:
Principal payments on mortgages payable (186,869) (902,496)
Net cash used by financing activities (186,869) (902,496)
NET INCREASE IN CASH AND CASH EQUIVALENTS 1,324,647 3,259,391
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 4,967,321 1,707,930
CASH AND CASH EQUIVALENTS, END OF YEAR $ 6,291,968 $ 4967321
SUPPLEMENTAL INFORMATION:
Cash paid for interest $ 93,124 $ 63,665
Retirement of fully depreciated fixed assets $ 4,404 $ 5
SUPPLEMENTAL SCHEDULE OF NON-CASH FLOW INVESTING AND
FINANCING ACTIVITIES:
Vehicles purchased through loans $ 49,736 $ 104,416

The accompanying notes to consolidated financial statements
are an integral part of these statements.
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CENTRAL NASSAU GUIDANCE AND COUNSELING SERVICES, INC.
AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Background and organization

Central Nassau Guidance and Counseling Services, Inc. and CNGCS Development
Corporation, a wholly owned subsidiary (collectively, the “Agency”) are New York State not-
for-profit corporations serving Nassau and Suffolk Counties. The mission of Central Nassau
Guidance and Counseling Services, Inc. is to provide clinical treatment, rehabilitation,
housing opportunities, social and support services, counseling and guidance to individuals,
families and the community affected by mental illness, developmental disabilities,
psychological difficulties, addiction and/or dependency problems.

CNGCS Development Corporation is a not-for-profit organization which was founded and
incorporated under the laws of the State of New York in 1997. CNGCS Development
Corporation serves as a title holding corporation that helps provide housing opportunities for
those affected by mental iliness, psychological difficulties, addiction and dependency
problems for Central Nassau Guidance and Counseling Services, Inc.

Summary of significant accounting policies:

The accompanying consolidated financial statements include the assets, liabilities, revenues
and expenses of the Agency and eliminate all intercompany accounts and transactions which
totaled $455,957 and $479,576 for the years ended December 31, 2017 and 2016,
respectively. The following is a summary of significant accounting policies followed by the
Agency:

Financial statement presentation -

The accompanying consolidated financial statements are presented under the accrual basis
of accounting in accordance with U.S. generally accepted accounting principles which require
the consolidated financial statements to distinguish between unrestricted, temporarily
restricted and permanently restricted net assets and changes in net assets. The Agency’s
net assets consist of the following:

Unrestricted - net assets of the Agency which have not been restricted by an outside donor
or by law and are therefore available for use in carrying out the operations of the Agency.

Temporarily restricted - net assets of the Agency, which have been limited by donor-imposed
stipulations or by law that either expire with the passage of time or can be fulfilled and
removed by the actions of the Agency pursuant to those stipulations.

As of December 31, 2017 and 2016, the Agency did not possess any permanently restricted
net assets.

Functional expenses -

The costs of providing services have been summarized on a functional basis in the
consolidated statement of activities and changes in net assets and functional expenses.
Accordingly, certain costs have been allocated among the programs and supporting services
based on an analysis of personnel time and space utilized for the related activities. The major
program services provided by the Agency are summarized as follows:

Social Entrepreneurial Leadership: Through the unique client-operated Starry Night
Café, the Agency has pioneered creative and enduring ways to combine “doing good”
with raising cause-specific revenues and lifting spirits of its consumers and
community. Both ventures support the mission of the Agency and its clients.
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Mental Health and Substance Abuse Treatment Clinic: The Agency's Mental Health
Outpatient Treatment Program provides individual, family, and group psychotherapy
as well as medication management to children, adolescents, and adults who have
mental health diagnoses, co-occurring disorders, and other impairments. The Agency
provides the Long Island community with a licensed clinic named Addiction Recovery
Treatment Services ("ARTS") that offers outpatient addiction recovery treatment to
adolescents, adults, and their significant others and families whose lives have been
affected by alcohol, drugs, and co-occurring addiction and mental health disorders.
Effective July 1, 2017, the Agency’s Mental Health Clinic and ARTS program have
been integrated to form our new program called a “Certified Community Behavioral
Clinic, “CCBHC". CCBHC will provide comprehensive healthcare services to
individuals facing mental illness and/or substance abuse disorders.

Assertive Community Treatment ("ACT") Team: For individuals co-diagnosed with
serious and persistent psychiatric disorders characterized by multiple psychiatric
hospitalizations, frequent use of emergency rooms, involvement with criminal justice
system and alcohol/substance abuse, the Agency provides a full range of treatment,
rehabilitation, and support service options led by the ACT team.

Personal Recovery-Oriented Services (“PROS”): The Agency provides a
comprehensive suite of mental health treatment services with significant reach across
Nassau and Suffolk Counties. The Roads to Recovery program, based out of
Hicksville, deliver interventions that comprise the Personal Recovery-Oriented
Services ("PROS”) program. PROS is a structured, five-days-a-week recovery-
focused program that assists adults in managing their psychiatric symptoms while
developing the skills they need to improve emotional, cognitive, and social
functioning. Mental health treatment interventions within PROS encompass clinical,
case management, psychosocial, co-occurring services, and structured skill
development.

Health Home Care Management (*"HHCM"): This aspect of the Agency's work refers
to comprehensive care management service model for patients/clients who have
heavily complex medical, behavioral, and long-term care needs. As one of few
“Health Home” providers in our region, the Agency has become the central point for
directing patient-centered care, and as such is continually improving its leadership in
the prioritized community objective of ensuring high-quality service while reducing
avoidable health care costs, specifically preventable hospital
admissions/readmissions and avoidable emergency room visits - for many of the dual-
diagnosed clients whom the Agency serves.

Residential Services: The Agency provides a variety of housing settings for
individuals who most urgently need reliable, long-term housing or shelter. As
resources allow, the Agency is often able to provide permanent homes for vulnerable
and at-risk adults, children, and families whose income has been impacted by serious
medical conditions - including mental illness. In some cases, the Agency can also
provide shorter term housing arrangements.




Drop-In Services: The Agency provides a safe, structured, nurturing environment for
people diagnosed with serious mental illnesses. This center provides service
recipients with a structured program three evenings per week, designed to offer these
clients the opportunity to meet others, participate in recreational activities, learn
computer skills, become knowledgeable of other resources in the community, and
have a meal. The work of this Drop-In Center is geared toward enabling the
participants to enhance their interpersonal relationships, increase their opportunities
for socialization, and create stability and independence within their personal lives.

Fundraising expenses -

The proceeds from the Agency’s special events are reflected in the Statements of Activities.
Exchange transactions are reciprocal transfers in which each party receives and sacrifices
something of approximately equal value.

The costs of the direct benefits to the donors attending special events and the indirect costs,
including labor and other overhead expenses, associated with the Agency’s fundraising
activities are included as fundraising expenses in both the Statements of Activities and the
Statements of Functional Expenses.

Revenue and expense recognition -

The Agency derives its income primarily from performance contracts with U.S. Department
of Housing and Urban Development (‘HUD”), New York State and Nassau County, special
projects, United Way funding, memberships, fundraising activities and contributions.
Contributions are recognized as income when received and are considered available for
unrestricted use unless specifically restricted by the donor. Revenues under contracts for
service are generally recognized as earned. Contract advances arise from payments
received prior to services being rendered. Deferred revenue arises from payments received
under contracts for service prior to revenue recognition. Expenses are recognized when
incurred. The Agency allocates its expenses on a functional basis among its various
programs and supporting services. Expenses that can be identified with specific program
and supporting services are allocated directly according to their natural expense
classification. Other expenses that are common to several functions are allocated by various
rational bases.

Program service fees, including those paid by Medicaid and Medicare, and government
contract revenue are recorded in the year earned.

Contributions, including unconditional promises to give, are recognized as revenue in the
period received. The Agency reports contributions as temporarily restricted support if they
are received with donor stipulations that limit the use of the donated assets. When a donor
stipulation expires, temporarily restricted net assets are reclassified to unrestricted net
assets and reported in the Statement of Activities as net assets released from restrictions.
As of December 31, 2017 and 2016, $141,346 and $141,318, respectively, have been
restricted for specific purposes. Contributions of assets otherthan cash are recorded at their
estimated fair value at the date of donation.

Bequests are recorded as revenue when a legally binding obligation is received and when a
fair value can reasonably be determined.



Deferred rent -

For accounting purposes, the total rent payable over the life of the lease, which escalates
over time, is recognized on the straight-line basis. Actual rent payments differ from these
reported amounts; actual rent paid is less than reported amounts in the early years of the
lease and exceeds the reported amounts in the later years. Deferred rent reflects the
difference between the straight-line calculation reported and the actual rent expense paid.

Contributed services -

A number of volunteers have donated significant amounts of their time in the Agency’s
program services and fundraising campaigns. However, since these services do not meet
the criteria for recognition under U.S. generally accepted accounting principles, they are not
reflected in the accompanying consolidated financial statements.

Cash and cash equivalents -

All highly liquid financial instruments with an original maturity of three months or less, other
than those held as part of the investment portfolio or restricted cash, are considered to be
cash equivalents for financial statement purposes.

Restricted cash -

Capital reserve: The New York State Office of Mental Health (“OMH”) requires the
Agency to reserve, from its funding, an amount annually equal to 0.6% of the
acquisition cost for each property that the Agency owns and uses to run a residency
program; up to 10% of the acquisition cost. Expenditures from this account are
restricted to repairs and maintenance on the respective facilities and require
approval by OMH before disbursement.

Government contracts and program service fees receivables -

Accounts receivable are comprised of Federal, State, county grants and contracts, as well
as Medicaid and Medicare expected to be received within the upcoming year. As of
December 31, 2017 and 2016, the Agency has reserved a balance for potential uncollectible
accounts amounting to $718,165 and $397,647, respectively. Such estimate is based on
management's experience, the aging of receivables, subsequent receipts and current
economic conditions.

Investments -

Investments are recorded at fair value. Fair value is defined as the exchange price that
would be received for an asset or paid to transfer a liability (an exit price) in the principal or
most advantageous market for the asset or liability in an orderly transaction between market
participants on the measurement date. The Agency follows U.S. generally accepted
accounting principles regarding fair value measurements which establish a fair value
hierarchy requiring an entity to maximize the use of observable inputs and minimize the use
of unobservable inputs when measuring fair value. The hierarchy gives the highest priority
to unadjusted quoted prices in active markets for identical assets or liabilities (Level 1
measurements) and the lowest priority to measurements involving significant unobservable
inputs (Level 3 measurements).

Investment income is recorded when earned and considered available for unrestricted use
unless otherwise restricted by the donor. Realized and unrealized gains and losses are
determined on the basis of specific identification.
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Fixed assets -

Fixed assets are capitalized at cost or, if donated, at fair market value as of the date of receipt.
Maintenance and repairs are expensed as incurred. The carrying amounts of fixed assets
and the related accumulated depreciation are removed from the accounts when such assets
are disposed of, and any resulting gain or loss is recorded in the consolidated statement of
activities and changes in net assets. The Agency capitalizes expenditures over $3,000.
Depreciation is computed using the straight-line method over the estimated useful lives of
the assets as follows:

Building 40 years

Building and improvements 15-30 years

Leasehold improvements 20 years or the life of the lease, whichever is less
Furniture, fixtures and equipment  5-7 years

Transportation equipment 5 years

Certain property and equipment assets acquired through contracts may revert upon
termination of the contract to the contracting governmental agency at the end of the contract
period.

Government agency payables -

The Agency owes money back to various government agencies as a result of overpayments
from contracts due from services, treatments or programs.

Impairment of long-lived assets and long-lived assets to be disposed of -

The Agency follows the provision of the Financial Accounting Standards Board (“FASB”)
Accounting Standards Codification on accounting for the impairment and disposal of long-
lived assets. It requires that long-lived assets and certain identifiable intangibles be reviewed
for impairment whenever events or changes in circumstances indicate that the carrying
amount of an asset may not be recoverable. Recoverability of assets to be held and used is
measured by a comparison of the carrying amount of an asset to future net cash flows
expected to be generated by the asset. If such assets are considered to be impaired, the
impairment to be recognized is measured by the amount by which the carrying amount of the
assets exceeds the fair value of the assets. Assets to be disposed of are reported at the
lower of the carrying amount or fair value less costs to sell. These principles did not have
any impact on the Agency’s consolidated financial position, results of activities or liquidity
during the years ended December 31, 2017 and 2016.

Conditional asset retirement obligations -

The FASB Accounting Standards Codification on asset retirement and environmental
obligations requires the Agency to recognize the fair value of its legal obligation to perform
an asset retirement activity, even though uncertainty exists about the timing and/or method
of settlement, if and when the fair value of the liability can be reasonably estimated. As of
December 31, 2017 and 2016, the Agency has met the provisions of and is in compliance
with these requirements.

Vacation accrual policy -

Employees may be paid unused vacation pay up to their termination date, plus up to the
maximum of ten days which might have been accrued from the previous year, provided that
the employee has complied with notice of resignation requirements. An exception may be
made for an employee to accrue more than ten days to the following year with the approval
of the Chief Executive Officer.
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Income taxes -

Central Nassau Guidance and Counseling Services, Inc. qualifies as a tax-exempt, not-for-
profit organization under Section 501(c)(3) of the Internal Revenue Code and applicable New
York State tax laws. The subsidiary, CNGCS Development Corporation, qualifies as a tax-
exempt, not-for-profit organization under Section 501(c)(2) of the Internal Revenue Code and
applicable New York State tax laws as a holding corporation. Accordingly, no provision for
Federal or State income taxes is required.

Uncertainty in income taxes -

The Agency has determined that there are no material uncertain tax positions that require
recognition or disclosure in the consolidated financial statements. Periods ending December
31, 2014 and subsequent remain subject to examination by the applicable taxing authorities.

The use of estimates in the preparation of consolidated financial statements -

The preparation of consolidated financial statements in conformity with U.S. generally
accepted accounting principles requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities at the date of the consolidated
financial statements and the reported amounts of revenues and expenses during the reported
period. Actual results may differ from those estimates.

Reclassifications -

Certain reclassifications of prior year balances of other income on the Statement of Activities
and Changes in Net Assets have been made to conform to the current year
presentation. These reclassifications had no effect on the increase in net assets for the year
ended December 31, 2016.

Restatement of previously reported amounts

Certain errors and material misstatements in previously reported amounts have been
identified relating to contract funds received that are due to the government and recording of
escalating rent payments on the straight-line basis. These errors have been corrected as of
December 31, 2015 and for the year ended December 31, 2016.

The following table presents the impact on the financial statements as a result of the
corrections:

Originally Reported  Effect of Change As Adjusted

As of December 31, 2015

Liabilities $ 5,339,327 $ 411,520 $ 5,810,847

Unrestricted Net Assets $ 7,557,794 $ (411,520) $ 7,146,274
For the Year Ended December 31, 2016

Revenues $ 22,570,126 $ (738,382) $ 21,831,744

Expenses $ 20,089,081 $ 82,721 $ 20,171,352
As of December 31, 2016

Liabilities $ 5,655,048 $  1,232173 $ 6,887,221

Unrestricted Net Assets $ 10,357,971 $ (1,232173) $ 9,125,798
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Fair value measurements:

The FASB Fair Value Measurement standard clarifies the definition of fair value for financial
reporting, establishes framework for measuring fair value, and requires additional disclosure
about the use of fair value measurements in an effort to make the measurement of fair value
more consistent and comparable. The Agency has adopted the standard for their financial
assets and liabilities measured on a recurring and nonrecurring basis (ASC 820-10).

Fair Value Measurement defines fair value as the amount that would be received from the
sale of an asset or paid for the transfer of a liability in an orderly transaction between market
participants, i.e. an exit price. The three levels of fair value hierarchy are as follows:

- Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or
liabilities that the reported entity has the ability to access at the measurement date.

- Level 2 inputs are inputs other than quoted prices included within Level 1 that are
observable for the asset or liability, either directly or indirectly.

- Level 3 inputs are unobservable inputs for the asset or liability.

The following methods and assumptions were used by the Agency in addressing the fair
value of financial instruments.

Common stock -

Common stock are securities that represent equity ownership that also comes with voting
rights in a company or organization.

Short-term investments -

Short-term investments held by the Agency consist of certificates of deposit. These
investments consist of unrestricted and temporarily restricted funds and do not include any
government grant or contract funds. The carrying amounts reported on the Statements of
Financial Position approximate those assets’ fair values.

The following table represents the Agency’s fair value hierarchy for investments as of
December 31, 2017:

Fair value Level 1 Level 2 Level 3
Common stock $ 13,346 $ 13,346 $ - $ -
Certificates of deposit 46,350 46,350 - -
$ 59696 $ 59,696 $ - $ =

The following table represents the Agency's fair value hierarchy for investments as of
December 31, 2016:

Fair value Level 1 Level 2 Level 3
Common stock $ 10,526 $ 10,526 $ - $ -
Certificates of deposit 45,853 45,853 - -
$ 56,379 $ 56,379 $ - $ -

As of December 31, 2017 and 2016, the Agency did not possess any level 2 or level 3 type
of investments.
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Investments

Investments as of December 31, 2017 and 2016 are as follows:

2017 2016
Market Market
Cost Value Cost Value
Common stock $ 13,174 $ 13,346 $ 10,621 $ 10,526
Certificates of deposit 40,000 46,350 40,000 45 853

$ 53174 $ 59,696 $ 50,621 $ 56,379

Fixed assets

Fixed assets as of December 31, 2017 and 2016 are comprised of the following:

2017 2016

Land $ 495,801 $ 495,801
Construction-in-progress 402,030 159,190
Buildings and improvements 10,823,607 10,522,914
Furniture, fixtures and equipment 1,094,026 840,995
Transportation equipment 542,362 413,344

13,357,826 12,432,244
Less: accumulated depreciation 5,393,621 4,989,857

$ 7,964,205 $ 7,442,387

Depreciation expenses for the years ended December 31, 2017 and 2016 were $480,572
and $448,785 respectively. For the year ended December 31, 2017, the Agency disposed of
$168,319 in fixed assets, which attributed to the $95,915 loss recorded in the consolidated
Statement of Activities.

Line of credit

The Agency has a $3,000,000 revolving line of credit with a bank for general operations which
was amended on July 1, 2017 for additional borrowing of up to $5,000,000. The line of credit
expires on June 30, 2018. Borrowings under this line are secured by essentially all of the
Agency'’s assets. The interest rate on the line provides for certain minimum and maximum
rate limitations. Interest on outstanding amounts under this agreement is at the prime rate
(4.50% as of December 31, 2017 and 3.75% as of December 31, 2016). As of December 31,
2017 and 2016, the Agency did not draw on this line of credit.
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Long-term debt:

Mortgages pavable

The mortgage held by the Dormitory Authority of the State of New York (“DASNY”), dated
April 1997, in the amount of $279,000, is payable over a 24 year period at an interest rate of
7.74%. This loan is payable in annual installments of principal and interest in the amount of
$23,900 through December 1, 2020. The funding for which is included in the Agency’s
contract with the New York State Office of Mental Health (“OMH"). The mortgage is secured
by the premises and contents. As of December 31, 2017 and 2016, the balance of the
mortgage payable was $62,580 and $80,586, respectively.

The mortgage held by the DASNY, dated March 2005 in the amount of $528,000, was
assumed by the Agency in January 2008 and had a balance of $445,841. The mortgage is
payable in annual installments of principal and interest of $41,070 over a period of 15 years
at an interest rate of 2.76% through December 1, 2020. The funding for which is included in
the Agency’s contract with OMH. The mortgage is secured by the premises. As of December
31, 2017 and 2016, the balance of the mortgage payable was $117,454 and $154,502,
respectively.

The Agency issued a new mortgage to refund its outstanding tax-exempt Series 2000 A-F
Civic Facility Revenue Bond (the “Bond”) in January 2015 in the amount of $2,370,000. The
original proceeds of the Bond were used to purchase and renovate several properties owned
by the Agency. The mortgage is payable over a 15 year period and bears interest at a rate of
4.50%, and is payable in monthly installments of principal and interest in the amount of
$12,307 through February 1, 2030. As of December 31, 2017 and 2016, the balance of the
mortgage payable was $1,278,590 and $1,351,376, respectively, (net of debt issuance costs
of $98,157).

Vehicle loans

The Agency capitalized vehicles under various vehicle loan agreements with maturities dated
through 2022. As of December 31, 2017 and 2016, the balance of the vehicle loans payable
was $111,575 and $110,839, respectively.

Scheduled future principal payments on all long-term debt are as follows:

For the Year Ended
December 31,

2018 $ 193,180

2019 192,258

2020 168,393

2021 109,302

2022 103,983

2023 and thereafter 901,240
1,668,356
Less: issuance costs (98,157)
$1,570,199
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Commitments and contingencies:

Contract funding considerations

Reimbursement contracts are often subject to audit by applicable granting agencies. The
possible disallowances by the granting agencies of any item charged to the program cannot
be determined until such time when and if any audit occurs. Therefore, no provision for any
potential disallowances that may result from such audits has been made in the accompanying
consolidated financial statements. Management is of the opinion that any potential
disallowances will not be material to the accompanying consolidated financial statements.

Reimbursement of expenditures

Contracts, grants and fees applicable to program and community services are reported in the
year earned at net realizable amounts for services rendered under contracts and
reimbursement agreements. Certain contracts and grants provide for reimbursement rates
that are subject to potential changes based on periodic reviews by the funding agencies.
Such rates are either adjusted prospectively through future reimbursement rates or are
adjusted retroactively. Prospective rate adjustments are generally insignificant and are
reflected in the revenues of the future periods based on when the adjusted reimbursement
rates are determined. Retroactive rate adjustments are recorded as adjustments to revenues
in the period that the amounts are determinable and are reasonably measurable.

Some of the Agency’s contracts and grants do not provide for rate adjustments although they
may be subject to audits. It has been the experience of the Agency that adjustments as a
result of audits have been insignificant. Management of the Agency is not aware of any
potential material liabilities as of December 31, 2017 resulting from any audits.

As of December 31, 2017 and 2016, the Agency recorded unearned revenue for grants in
the amount of $388,523 and $475,273, respectively, for potential disallowed claims for
reimbursement. Disallowed claims arise principally due to amounts claimed in excess of final
amounts reconciled on the Consolidated Fiscal Report (“CFR"). It is the opinion of
management that disallowances, if any, in excess of amount recorded for unearned revenue
would not have a material effect on the combined financial position of the Agency.

As of December 31, 2017 and 2016, the Agency recorded amounts due to governments in
the amount of $2,044,301 and $2,031,029, respectively, for contract amounts received in
excess of expenditures.

Operating leases

The Agency, as part of the Residential Services Program, leases several apartments, with
lease terms generally for one or two year periods. Residents of the program are responsible
for a portion of the minimum annual rental. The minimum annual rental has not been reduced
by the residents' portion because of the variability in occupancy levels and reimbursement
rates.

In March 1998, the Agency, as part of its Residential Services Program, entered into a lease
with DASNY for use of space in Building 71 of the Pilgrim Psychiatric Center located in
Brentwood, NY. The modified term of the lease is currently April 1, 2001 to March 31, 2031
for an annual rental amount of $162,624.

The rental payments associated with this building are reimbursed to the Agency as a direct
pass-through. These funds are paid, on behalf of the Agency, directly to the DASNY by OMH.
-16-
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In December 2015, the Agency entered into a 10 year lease with 55 Ames Court LLC for use
of the space to provide outpatient treatment services. The agreement expires in 2026 with
annual rent expense escalations of 3% each year. The Agency is responsible for utilities and
maintenance.

On August 1, 2017, the Agency entered into a 2 year lease agreement with 245 Newtown
Road LLC for use of space to provide administrative office space for the Residential Services
Program. The agreement expires on September 30, 2019 with annual rent escalations of 3%
each year and has option to renew for additional two year terms. The Agency is responsible
for utilities and maintenance.

Future minimum annual lease payments for all leases are summarized as follows:

For the Year Ended
December 31, Total

2018 $ 1,603,522
2019 642,278
2020 425,891
2021 425,891
2022 425,891

2023 and therafter 2,131,448

$ 5,654,921

Rent expense amounted to $2,888,193 and $2,456,965 for the years ended December 31,
2017 and 2016, respectively.

Pension and retirement plans:

401(k) Plan

In 1999, the Agency adopted a 401(k) plan for eligible union employees to facilitate elective
salary deferrals as defined by the plan. Effective July 1, 2017, the union 401(k) Plan was
terminated. The Agency did not contribute to the 401(k) plan in fiscal years 2017 and 2016,
respectively.

403(b) Plan

The Agency has a 403(b) Thrift Plan (the "Plan”) for eligible non-union employees. Non-union
employees may elect to defer compensation and make voluntary contributions to the plan.
Voluntary contributions to the Plan amounted to approximately $111,000 and $136,000 for
the years ended December 31, 2017 and 2016, respectively. The Agency may make
discretionary contributions to the plan each year, however no discretionary contributions were
made to the Plan for each of the years ended December 31, 2017 and 2016.

Certain eligible non-union employees are given a set fringe rate as part of their compensation
package to be used for health benefit or retirement purposes at their election. Any unspent
fringe benefits are contributed to the employee’s 403(b) Thrift Plan account. Fringe benefits
which were contributed to the plan amounted to approximately $260,000 and $266,000 for
the years ended December 31, 2017 and 2016, respectively.
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457(b) Plan

The Agency provides a defined contribution retirement plan under Section 457(b) (the “457(b)
Plan”) of the IRC. The 457(b) Plan became effective on December 1, 2008. The 457(b) Plan
is available for the benefit of a select group of highly compensated management employees.
The 457(b) Plan allows eligible employees to contribute up to the lesser of 100% of their
salary for the year or the applicable dollar amount for a year as set by the Internal Revenue
Service. There are no matching contributions. Employee contributions are remitted to an
insurance company and are used to purchase annuities and other investments. For the years
ended December 31, 2017 and 2016, contributions to the 457(b) Plan amounted to
approximately $51,000 and $35,000, respectively.

Multi-employer defined benefit pension plan

The Agency contributes to a multi-employer defined benefit pension plan (the "Plan") under
the terms of a collective bargaining agreement that covers its union represented employees.
The risk of participating in a multi-employer plan is different from a single-employer plan in
the following aspects:

- Assets contributed to a multi-employer plan by one employer may be used to provide
benefits to employees of other participating employers.

- If a participating employer stops contributing to the Plan, the unfunded obligations of the
Plan may be borne by the participating employers.

- If the Agency chooses to stop participating in the multi-employer plan, the Agency may
be required to pay the Plan an amount based on the underfunded status of the Plan,
referred to as a withdrawal liability.

The Agency’s participation in the Plan for the year ended December 31, 2017, is outlined in
the table below. The “EIN/Pension Plan Number” column provides the Employer
Identification Number (“EIN”) and the three-digit plan number. The next column lists the
expiration date of the collective-bargaining agreement to which the Plan is subject. Unless
otherwise noted, the most recent Pension Protection Act (“PPA”) zone status available in
2017 and 2016 is for the Plan’s year end at December 31, 2017 and 20186, respectively. The
zone status is based on information that the Agency received from the Plan and is certified
by the plan’s actuary. Among other factors, plans in the red zone are generally less than
65% funded, plans in the yellow zone are less than 80% funded, and plans in the green zone
are at least 80% funded. The “FIP/RP Status Pending/Implemented” column indicates plans
for which a financial improvement plan (“FIP") or a rehabilitation plan (“RP”) is either pending
or has been implemented.

Expiration
Date of
Collective Pension Protection ~ FIP/IRP Status Contributions To the
EIN/Pension Bargaining Act Zone Status Pending/ Surcharge Plan
Plan Number Agreement 2017 2016 Implemented  Imposed 2017 2016
13-3604862-001 10/31/2017  Green Green No No $ 92484  § 62,971
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(11) Concentrations of credit risk

The Agency maintains its cash in bank deposit accounts which, at times, may exceed
federally insured limits. The Agency has not experienced any losses in such accounts and
believes it is not exposed to any significant credit risk on cash and cash equivalents.

(12) Subsequent events

The Agency has evaluated subsequent events through April 18, 2018, which is the date these
financial statements were available to be issued, noting no matters requiring financial
statement disclosure.
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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT
ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Board of Directors of
Central Nassau Guidance and Counseling
Services, Inc. and Subsidiary:

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the consolidated financial
statements of Central Nassau Guidance and Counseling Services, Inc. and Subsidiary (collectively,
the “Agency”, a nonprofit organization), which comprise the consolidated statement of financial
position as of December 31, 2017 and 2016, and the related consolidated statements of activities
and changes in net assets, functional expenses and cash flows for the years then ended, and the
related notes to consolidated financial statements, and have issued our report thereon dated April
18, 2018.

Internal Control Over Financial Reporting

In planning and performing our audit of the consolidated financial statements, we considered the
Agency'’s internal control over financial reporting (“internal control’) to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinion on
the consolidated financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Agency’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Agency’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the entity’s consolidated financial statements will not be prevented, or
detected and corrected on a timely basis. A significant deficiency is a deficiency, or a combination
of deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.

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

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
Agency'’s internal control or on compliance. This report is an integral part of an audit performed in

accordance with Government Auditing Standards in considering the Agency's internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Melville, New York il ,,“[aé
April 18, 2018 /f ( i
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CENTRAL NASSAU GUIDANCE AND COUNSELING SERVICES, INC.

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED DECEMBER 31, 2017

Federal Grantor/
Pass-Through Grantor/
Cluster Title/ Program Title

U.S. Department of Housing and Urban Development

Direct Programs:

Continuum of Care Program - Nassau
Continuum of Care Program - Nassau
Continuum of Care Program - Suffolk
Continuum of Care Program - Suffolk

Total Direct Programs

Passed-through Program from:

New York State Department of Mental Health:
Shelter Plus Care

Total U.S. Department of Housing and Urban Development

U.S. Department of Agriculture

Passed-through Program from:

New York State Department of Mental Health:
Child and Adult Care Food Program

U.S. Department of Health and Human Services

Direct Programs:

Healthy Marriage Promotion and Responsible Fatherhood Grants
Healthy Marriage Promotion and Responsible Fatherhood Grants

Substance Abuse and Mental Health Services - Projects of
Regional and National Significance

Substance Abuse and Mental Health Services - Projects of
Regional and National Significance

Total U.S. Department of Health and Human Services

TOTAL FEDERAL EXPENDITURES

Federal
CFDA

Number

14.267
14.267
14.267
14.267

14.238

10.558

93.086
93.086

93.243

93.243

Grant
Number

NY0513L2T031609
NY0513L2T031508
NY0737L2T031506
NY0737L2T031607

C020183

4116

90FMO0072-02-00
90FM0072-03-00

1H795M062238-01

1H795P021578-01

Federal
Expenditures

$ 650,551
439,604
72,304

40,366

1,202,825

66,741

1,269,566

58,627

744,477
154,977

477,467

149,849

1,626,770

$ 2,854,963
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CENTRAL NASSAU GUIDANCE AND COUNSELING SERVICES, INC.
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2017

Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards presents the activity of all federal
awards programs administered by Central Nassau Guidance and Counseling Services, Inc. (the
“Agency”), a nonprofit entity as defined in Note 1 to the Agency’s financial statements. Federal
awards received directly from Federal agencies, as well as federal awards passed-through from
other government agencies, are included on the Schedule of Expenditures of Federal Awards.
The information in the Schedule is presented in accordance with the requirements of Title 2 U.S.
Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles,
and Audit Requirements for Federal Awards (“Uniform Guidance”). Because the Schedule
presents only a selected portion of the operations of the Agency, it is not intended to and does
not present the financial position, change in net assets or cash flows of the Agency.

Summary of Accounting Policies:

Basis of Accounting

The basis of accounting varies by federal program consistent with the underlying regulations
pertaining to each program.

The amounts reported as federal expenditures generally were obtained from the appropriate
federal financial reports for the applicable program and periods. The amounts reported in these
federal financial reports are prepared from records maintained for each program. These records
are periodically reconciled to the general ledger which is the source of the general purpose
financial statements. Such expenditures are recognized following the cost principles contained
in the Uniform Guidance, wherein certain types of expenditures are not allowable or are limited
as to reimbursement.

Disallowances/adjustments

Negative amounts shown on the Schedule of Expenditures of Federal Awards (when applicable)
represent adjustments or credits made in the normal course of business to amounts reported as
expenditures in prior years.

Indirect Costs

Indirect costs are included in the reported expenditures to the extent they are included in the
federal financial reports used as the source of the data presented. Under the Uniform Guidance,
absent to an agreed upon indirect cost rate, the Agency must elect to use the 10-percent de
minimis indirect cost rate as allowed under the Uniform Guidance.

Matching Costs

Matching costs (i.e. the Agency’s share of certain program costs) are not included in the reported
expenditures.

Major Program Determination

The Agency has determined that all federal programs with expenditures of $750,000 or more are
Type A Programs and deemed Major Programs for purposes of the Schedule of Expenditures of
Federal Awards.
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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE
FOR ITS MAJOR FEDERAL PROGRAMS AND ON INTERNAL CONTROL
OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE AND
THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

To the Board of Directors of
Central Nassau Guidance and
Counseling Services, Inc.:

Report on Compliance for Its Major Federal Programs

We have audited the Central Nassau Guidance and Counseling Services, Inc.’s (the “Agency”, a nonprofit
organization) compliance with the types of compliance requirements described in the OMB Compliance
Supplement that could have a direct and material effect on the Agency's major federal programs for the
year ended December 31, 2017. The Agency’s major federal programs are identified in the summary of
auditor’s results section of the accompanying schedule of findings and questioned costs.

Management's Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and
conditions of its federal awards applicable to its federal programs.

Auditor's Responsibility

Our responsibility is to express an opinion on compliance for the Agency's major federal programs based
on our audit of the types of compliance requirements referred to above. 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 the audit requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements
for Federal Awards (“Uniform Guidance”). Those standards and the Uniform Guidance require that we
plan and perform the audit to 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 occurred. An audit includes examining, on a test basis, evidence about the Agency’s
compliance with those requirements and performing such other procedures as we considered necessary
in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for the major federal
programs. However, our audit does not provide a legal determination of the Agency’s compliance.

Opinion on Its Major Federal Programs

In our opinion, the Agency complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on its major federal programs for the year
ended December 31, 2017.

A
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Report on Internal Control Over Compliance

Management of the Agency is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above. In planning and performing our
audit of compliance, we considered the Agency’s internal control over compliance with the types of
requirements that could have a direct and material effect on its major federal programs to determine the
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion
on compliance for its major federal programs and to test and report on internal control over compliance
in accordance with Uniform Guidance, 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 the Agency's internal control over compliance.

A deficiency in internal control 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 internal control over compliance is a
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a federal program that is less severe than a material
weakness in internal control over compliance, yet important enough to merit attention by those charged
with governance.

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 material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing
of internal control over compliance and the results of that testing based on the requirements of the
Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance

We have audited the financial statements of the Agency as of and for the year ended December 31,
2017, and have issued our report thereon dated April 18, 2018, which contained an unmodified opinion
on those financial statements. Our audit was conducted for the purpose of forming an opinion on the
financial statements as a whole. The accompanying schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by the Uniform Guidance and is not a required
part of the financial statements. Such information is the responsibility of management and was derived
from and relates directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied 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 schedule of
expenditures of federal awards is fairly stated in all material respects in relation to the financial statements
as a whole.

Melville, New York

June 12, 2018 . /g/ / % 4



CENTRAL NASSAU GUIDANCE AND COUNSELING SERVICES, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2017

SUMMARY OF AUDITOR’S RESULTS

—

The auditor’s report expresses an unmodified opinion on the financial statements.

2. No deficiencies or material weaknesses were disclosed during the audit of the financial
statements.

3. No instances of noncompliance were disclosed during the audit of the financial statements.

4. No deficiencies or material weaknesses were disclosed during the audit of the major federal
award programs.

5. The auditor's report on compliance for the major federal award programs expresses an
unmodified opinion.

6. No audit findings relative to the major federal award programs for Central Nassau Guidance and
Counseling Services, Inc., that are required to be reported in accordance with 2 CFR 200.16(a)
of the Uniform Guidance, were disclosed during the audit.

7. The programs tested as a major program were as follows:

CFDA Number Name of Federal Program
U.S. Department of Health and Human Services
93.086 Healthy Marriage Promotion and Responsible Fatherhood Grants
93.243 Substance Abuse and Mental Health Services - Projects of

Regional and National Significance

8. The threshold for distinguishing between Types A and B programs was $750,000.
9. Auditee was determined to be a low-risk auditee.

FINDINGS - FINANCIAL STATEMENT AUDIT

None reported.

FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAM AUDIT

None reported.



CENTRAL NASSAU GUIDANCE AND COUNSELING SERVICES, INC.
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED DECEMBER 31, 2017

NOTE: There were no audit findings in the prior year’s audit Schedule of Findings and Questioned Costs
relative to federal awards.



