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Independent Auditors' Report 
 
 
 
 
To the Board of Directors 
Seven Counties Services, Inc. 
Louisville, Kentucky 
 
 
Opinion 
 
We have audited the accompanying consolidated financial statements of Seven Counties Services, Inc. and 
its subsidiary (the “Corporation”), which comprise the consolidated statements of financial position as of 
June 30, 2023 and 2022, and the related consolidated statements of activities, functional expenses, and 
cash flows for the years then ended, and the related notes to the consolidated financial statements. 
 
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, 
the financial position of the Corporation as of June 30, 2023 and 2022, 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 (“GAAP”). 
 
Basis for Opinion 
 
We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America (“GAAS”). Our responsibilities under those standards are further described in the Auditors’ 
Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are 
required to be independent of the Corporation and to meet our other ethical responsibilities in accordance 
with the relevant ethical requirements relating to our audits. We believe that the audit evidence we have 
obtained is sufficient and appropriate to provide a basis for our audit opinion. 
 
Emphasis of Matter - Uncertainty Regarding the Future Outcome of Litigation 
 
As discussed in Note N to the consolidated financial statements, the Corporation is the defendant in a 
lawsuit regarding participation in the Kentucky Employee Retirement System. The legal matter has been in 
various stages of litigation since 2013. Management and legal counsel for the Corporation are of the opinion 
that the legal action is without merit, and they plan to vigorously defend their position. However, it is at least 
reasonably possible that a negative outcome will occur. Settlement of the legal action is not expected within 
the next year. Our opinion is not modified with respect to this matter. 
 
Change in Accounting Principle 
 
As discussed in Note B, the Corporation adopted the requirements of Financial Accounting Standards 
Board, Accounting Standards Update No. 2016-02, Leases (Topic 842). Our opinion is not modified with 
respect to this matter. 
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Responsibilities of Management for the Consolidated Financial Statements 
 
Management is responsible for the preparation and fair presentation of the consolidated financial 
statements in accordance with GAAP, and for 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. 
 
In preparing the consolidated financial statements, management is required to evaluate whether there are 
conditions or events, considered in the aggregate, that raise substantial doubt about the Corporation's 
ability to continue as a going concern within one year after the date that the consolidated financial 
statements are available to be issued. 
 
Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements 
 
Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as 
a whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report 
that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance 
and therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a 
material misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud 
is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, 
misrepresentations, or the override of internal control. Misstatements, including omissions, are considered 
material if there is a substantial likelihood that, individually or in the aggregate, they would influence the 
judgment made by a reasonable user based on the consolidated financial statements. 
 
In performing an audit in accordance with GAAS, we: 

 
 Exercise professional judgment and maintain professional skepticism throughout the audit. 

 
 Identify and assess the risks of material misstatement of the consolidated financial statements, 

whether due to fraud or error, and design and perform audit procedures responsive to those risks. 
Such procedures include examining, on a test basis, evidence regarding the amounts and 
disclosures in the consolidated financial statements. 
 

 Obtain an understanding of internal control relevant to the audit 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 Corporation's internal control. Accordingly, no such opinion is expressed. 
 

 Evaluate the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluate the overall presentation of the 
consolidated financial statements. 
 

 Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, 
that raise substantial doubt about the Corporation's ability to continue as a going concern for a 
reasonable period of time. 

 
We are required to communicate with those charged with governance regarding, among other matters, the 
planned scope and timing of the audit, significant audit findings, and certain internal control related matters 
that we identified during the audit. 
 
 
 
Louisville, Kentucky 
January 11, 2024 



 

-3- 

Consolidated Statements of Financial Position

Seven Counties Services, Inc.
June 30

Assets

Current Assets
Cash and cash equivalents $ 4,388,346 $ 8,951,421
Investments 14,305,941 6,156,242
Accounts receivable, net 6,606,884 6,881,228
Other receivables 4,760,765 3,580,843
Prepaid expenses and other current assets 789,646 1,400,249

Total Current Assets 30,851,582 26,969,983

Property and Equipment, net 8,807,556 8,573,042

Noncurrent Assets
Other assets, net 1,272,320 1,411,473
Right-of-use asset, net of accumulated amortization 5,965,767                     

Total Noncurrent Assets 7,238,087 1,411,473

$ 46,897,225 $ 36,954,498
Liabilities and Net Assets

Current Liabilities
Accounts payable and accrued expenses $ 8,609,124 $ 6,163,349
Accrued payroll, benefits and taxes 4,775,709 6,990,079
Due to affiliated entities 49,773 46,195
Current maturities of long-term debt 33,128 66,459
Current maturities of lease liabilities 1,734,989                     

Total Current Liabilities 15,202,723 13,266,082

Noncurrent Liabilities
Long-term debt, less current maturities 720,016 1,016,450
Lease liabilities, less current maturities 4,347,593                     

Total Noncurrent Liabilities 5,067,609 1,016,450

Total Liabilities 20,270,332 14,282,532

Net Assets
Without donor restrictions 25,147,494 20,988,725
With donor restrictions 1,479,399 1,683,241

Total Net Assets 26,626,893 22,671,966

Total Liabilities and Net Assets $ 46,897,225 $ 36,954,498

See Notes to Consolidated Financial Statements

2023 2022
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Consolidated Statements of Activities 

Seven Counties Services, Inc.
Year Ended June 30

Net Assets Without Donor Restrictions
Revenues and Support

Net client service revenue $ 63,563,792    $ 48,906,026
Public support 47,557,592    47,525,211
Rental income 354,133         388,992
In-kind contributions 784,701         699,736
Other operating revenue 1,035,324      1,226,851
Net assets released from restrictions 231,885         213,965

  Total Revenues and Support 113,527,427  98,960,781

Expenses
Program Services

Mental health 49,022,577    42,515,722
Developmental disabilities 9,909,872      9,793,491
Substance abuse 15,523,479    13,963,081
Trust and agency 18,591,296    15,940,286

Total Program Services 93,047,224    82,212,580

Support Services
General and administrative 12,928,447    10,593,696
Fundraising 293,531         318,242

Total Support Services 13,221,978    10,911,938

  Total Expenses 106,269,202  93,124,518

Operating Income 7,258,225      5,836,263

Nonoperating Revenues (Expenses)
Loss on disposal of assets                   (891)
Litigation settlement (3,500,000)    
Investment income and other 400,544         115,016

  Total Nonoperating Revenues (Expenses) (3,099,456)    114,125

Change in Net Assets
Without Donor Restrictions 4,158,769      5,950,388

Net Assets With Donor Restrictions
Restricted public support 28,043           143,420       
Net assets released from donor restrictions (231,885)       (213,965)      

Change in Net Assets
With Donor Restrictions (203,842)       (70,545)

Change in Net Assets 3,954,927      5,879,843

Net Assets Beginning of Year 22,671,966    16,792,123

Net Assets End of Year $ 26,626,893    $ 22,671,966

See Notes to Consolidated Financial Statements

2023 2022
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Consolidated Statement of Functional Expenses

Seven Counties Services, Inc.

For the Year Ended June 30, 2023

Salary and fringe benefits $ 43,384,489   $ 7,516,190    $ 9,376,353      $ 18,102,277  $ 78,379,309  $ 6,828,956    $ 101,372    $ 85,309,637    
Professional fees 660,518        1,692,278    132,587         277,347       2,762,730    1,525,330    129,989    4,418,049      
Facilities 2,248,436     116,626       1,270,153      3,635,215    417,203       12,590      4,065,008      
Equipment 314,667        51,200         97,774           463,641       46,573         992           511,206         
Depreciation 608,645        21,926         245,012         875,583       776,337       3,292        1,655,212      
Travel and transportation 350,557        63,526         152,508         2,844           569,435       65,026         3,316        637,777         
Consumables 356,824        33,408         721,825         1,112,057    55,663         5,739        1,173,459      
Communications 500,314        80,149         168,888         1,351           750,702       55,593         1,659        807,954         
Interest 19,908           19,908         129              20,037           
Computer hardware and software 162,186        6,069           19,913           188,168       2,320,853    20,836      2,529,857      
Miscellaneous 435,941        328,500       3,318,558      207,477       4,290,476    836,784       13,746      5,141,006      

Total Functional Expenses $ 49,022,577   $ 9,909,872    $ 15,523,479    $ 18,591,296  $ 93,047,224  $ 12,928,447  $ 293,531    $ 106,269,202  

See Notes to Consolidated Financial Statements

Trust Total
Total Mental Developmental Addiction and Program General and

Administrative Fundraising ExpensesHealth Disabilities Services Agency Services
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Consolidated Statement of Functional Expenses

Seven Counties Services, Inc.

For the Year Ended June 30, 2022

Salary and fringe benefits $ 36,663,716   $ 6,937,577      $ 8,463,718    $ 15,716,863  $ 67,781,874  $ 5,750,923     $ 104,306   $ 73,637,103   
Professional fees 415,039        2,233,718      285,932       43,179         2,977,868    983,811        120,573   4,082,252     
Facilities 2,178,836     113,261         1,244,906    3,537,003    387,130        12,036     3,936,169     
Equipment 420,390        77,523           121,283       619,196       95,580          1,591       716,367        
Depreciation 566,750        28,736           217,531       813,017       759,972        2,999       1,575,988     
Travel and transportation 247,958        31,225           132,833       54                412,070       21,257          911          434,238        
Consumables 335,067        30,235           752,389       1,117,691    63,588          854          1,182,133     
Communications 435,074        78,009           173,707       1,290           688,080       39,722          1,007       728,809        
Interest 22,590          12,840         35,430         35,430          
Computer hardware and software 157,717        9,937             24,566         192,220       1,878,965     18            2,071,203     
Miscellaneous 1,072,585     253,270         2,533,376    178,900       4,038,131    612,748        73,947     4,724,826     

Total Functional Expenses $ 42,515,722   $ 9,793,491      $ 13,963,081  $ 15,940,286  $ 82,212,580  $ 10,593,696   $ 318,242   $ 93,124,518   

See Notes to Consolidated Financial Statements

Total 
Trust

Health Disabilities Services Agency
Mental Developmental Addiction and

Expenses
General andProgram 

Services Administrative Fundraising 

Total
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Consolidated Statements of Cash Flows

Seven Counties Services, Inc.

Year Ended June 30

Operating Activities
Change in net assets $ 3,954,927     $ 5,879,843
Adjustments to reconcile change in net assets to

net cash provided by operating activities
Loss on disposal of assets                  891
Depreciation 1,655,212     1,575,988
Amortization of right-of-use assets, operating 2,104,972     
Investment income and other 400,544        115,016
Changes in operating assets and liabilities

Accounts receivable, net 274,344        (4,324,360)
Due to affiliated entities 3,578            16,195
Other receivables (1,179,922)   (766,873)
Prepaid expenses and other current assets 749,756        (265,413)
Accounts payable and accrued expenses 2,445,775     2,275,104
Accrued payroll, benefits and taxes (2,214,370)   (271,615)
Other long-term liabilities (1,272,589)
Payments on lease liabilities, operating (1,988,157)   

  Net Cash Provided By Operating Activities 6,206,659     2,962,187    

Investing Activities
Purchases of property and equipment (1,889,726)   (1,403,197)
Proceeds from the sale of property and equipment 8,598
Purchases of investments (8,550,243)   (2,059,337)

  Net Cash Used In Investing Activities (10,439,969) (3,453,936)

Financing Activities
Proceeds from long-term debt 731,200       
Principal payments on long-term debt (329,765)      (491,168)      

  Net Cash Provided By (Used In) Operating Activities (329,765)      240,032       

Decrease in Cash and Cash Equivalents (4,563,075)   (251,717)      

Cash and Cash Equivalents Beginning of Year 8,951,421     9,203,138

Cash and Cash Equivalents End of Year $ 4,388,346     $ 8,951,421

Supplemental Cash Flow Information
Cash paid for interest $ 20,081 $ 34,766

See Notes to Consolidated Financial Statements

2023 2022
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Notes to Consolidated Financial Statements 
 
Seven Counties Services, Inc. 
 
June 30, 2023 and 2022 
 
 
 
Note A--Description of Business 
 
Seven Counties Services, Inc. and its subsidiary (the "Corporation") is a community mental health-
developmental disabilities organization which provides planning, coordination and direct delivery of mental 
health, substance abuse and developmental disability services. These services are provided at various 
centers located throughout various counties in the Commonwealth of Kentucky, with the main administrative 
offices located in Louisville, Kentucky. 
 
 
Note B--Summary of Significant Accounting Policies 
 
The Corporation follows generally accepted accounting principles (“GAAP”) outlined in the Financial 
Accounting Standards Board’s (“FASB”) Accounting Standards Codification (“ASC”). Significant accounting 
policies are as follows: 
 
Principles of Consolidation--The consolidated financial statements include Seven Counties Services, Inc. 
and Personnel Best, LLC. Seven Counties Services, Inc. controls and provides all management and support 
services. All intercompany balances and transactions have been eliminated in consolidation. 
 
Seven Counties Services, Inc. is the sole member of Personnel Best, LLC, a limited liability company. 
Personnel Best, LLC serves as a pass-through entity to receive benefit payments and process the 
corresponding payroll to providers for Kentucky Medicaid recipients who receive benefits under the 
Kentucky Consumer Directed Options (“CDO”) program.  
 
Basis of Presentation--Net assets and revenues, expenses, gains and losses are classified based on the 
existence or absence of donor-imposed restrictions. Accordingly, net assets of the Corporation and 
changes therein are classified and reported as follows: 
 

Net Assets Without Donor Restrictions--Net assets that are not restricted by donor-imposed 
restrictions and available to support operations. The only limits on the use of net assets without 
donor restrictions are the broad limits resulting from the nature of the Corporation, the environment 
in which it operates, the purposes specified in its corporate documents and its application for tax-
exempt status, and any limits resulting from contractual agreements with creditors and others that 
are entered into in the course of its operations. 

 
Net Assets With Donor Restrictions--Net assets resulting from contributions and other inflows of 
net assets whose use by the Corporation is limited by donor-imposed restrictions. These include 
net assets with donor restrictions, some of which may or will be met either by action of the 
Corporation and/or passage of time. When a donor restriction expires, that is, when a stipulated 
time restriction ends or purpose restriction is accomplished, net assets with donor restrictions are 
reclassified to net assets without donor restrictions and reported in the consolidated statements of 
activities as net assets released from restrictions. These also include net assets with donor 
restrictions that neither expire by the passage of time nor can be fulfilled or otherwise removed by 
actions of the Corporation. Net assets with donor restrictions at June 30, 2023 and 2022 represent 
donor restricted funds designated for various programs offered by the Corporation and contributed 
rent. 

 
Continued 
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Notes to Consolidated Financial Statements--Continued 
 
Seven Counties Services, Inc. 
 
June 30, 2023 and 2022 
 
 
 
Note B--Summary of Significant Accounting Policies--Continued 
 
Cash and Cash Equivalents--For purposes of reporting cash flows, the Corporation considers all liquid 
investments with an original maturity of three months or less to be cash equivalents. The Corporation 
maintains these deposits with banks. At times, these deposits may exceed federally insured limits. The 
Corporation believes it is not exposed to any significant credit risk on cash and cash equivalents. 
 
Investments--Investments are reported at fair value, based primarily on market quotes. In the accompanying 
consolidated statements of activities, cumulative market appreciation on donor restricted funds is classified 
as with donor restriction in cases where the donor has placed temporary restrictions on the use of the 
income until the restrictions have been met. Where no donor restrictions are placed on the use of income, 
the market appreciation and other income is classified as without donor restrictions.  
 
Investments include certificates of deposits and cash and cash equivalents. Certificates of deposits 
(regardless of original maturity) are recorded at fair value in accordance with FASB ASC 820, Fair Value 
Measurement. Interest income is accounted for in accordance with donor restrictions or, in the absence of 
specific donor restrictions, as without donor restrictions. 
 
Accounts Receivable--The accounts receivable balance represents the unpaid amounts billed to clients and 
third party payors. Implicit and explicit price concessions (formerly known as contractual adjustments, 
discounts and an allowance for doubtful accounts) are recorded to report receivables for client care services 
at net realizable value. 
 
Client accounts receivable are reduced by appropriate implicit price concessions (formerly allowances for 
doubtful accounts) based on the Corporation's evaluation of its major payor sources of revenue, the aging 
of the accounts, historical losses, current economic conditions, and other factors unique to its service area 
and the healthcare industry. Management regularly reviews data about the major payor sources of revenue 
in evaluating the sufficiency of implicit price concessions. For receivables associated with services provided 
to clients who have third-party coverage, the Corporation analyzes contractually due amounts and provides 
explicit price concessions (formerly known as allowance for contractual adjustments) and implicit price 
concessions (formerly known as provision for bad debts), if necessary. For receivables associated with self-
pay payments, which includes both clients without insurance and clients with deductible and copayment 
balances due for which third party coverage exists for part of the bill, the Corporation records implicit price 
concessions in the period of service on the basis of its past experience, which indicates that many clients 
are unable or unwilling to pay the portion of their bill for which they are financially responsible. 
 
Other Receivables--The Corporation has recorded receivables from federal and state agencies related to 
grants under contract. The Corporation expects full collection of these receivables. 
 
Property and Equipment and Depreciation--Property and equipment are stated at cost. Depreciation is 
provided over the assets' estimated useful lives using the straight-line method as follows: 
 

Buildings and improvements  10 – 30 years 
Furnishings, equipment and vehicles  3 – 10 years 

 
 
 
Continued 
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Notes to Consolidated Financial Statements--Continued 
 
Seven Counties Services, Inc. 
 
June 30, 2023 and 2022 
 
 
 
Note B--Summary of Significant Accounting Policies--Continued 
 
Expenditures for maintenance and repairs are expensed when incurred. Expenditures for renewals or 
betterments are capitalized. When property is retired or sold, the cost and the related accumulated 
depreciation are removed from the accounts, and the resulting gain or loss is recorded as a change in net 
assets. 
 
Gifts of long-lived assets such as land, buildings or equipment are reported as without donor restrictions, 
unless explicit donor stipulations specify how the donated assets must be used. Gifts of long-lived assets 
with explicit restrictions that specify how the assets are to be used and gifts of cash or other assets that 
must be used to acquire long-lived assets are reported as with donor restrictions. Absent explicit donor 
stipulations about how long those long-lived assets must be maintained; expirations of donor restrictions 
are reported when the donated or acquired long-lived assets are placed in service. 
 
Contributed Rent Receivable--The Corporation has a donated lease with Seven Counties Addictions 
Recovery Center ("SCARC"), formerly known as Jefferson Alcohol and Drug Abuse Center, from Louisville 
Metro Government. Future contributed rent under this lease is valued at $1,232,500 and $1,377,500 at 
June 30, 2023 and 2022, respectively, and is being amortized over the life of the lease which matures 
December 31, 2031. Contributed rent receivable is included in other assets on the consolidated statements 
of financial position. Total rent does not include the amortization of the fair market value of the donated 
lease of SCARC of $145,000 for the years ended June 30, 2023 and 2022. 
 
Net Client Service Revenue--The Corporation recognizes net client service revenues on the accrual basis 
of accounting in the reporting period in which services are performed based on the current gross charge 
structure, less implicit and explicit price concessions (adjustments and estimated discounts for contractual 
allowances), principally for clients covered by Medicare, Medicaid, and managed care and other health 
plans. Gross client service revenue is recorded in the accounting records using the established rates for 
the type of service provided to the client.  The Corporation recognizes an estimated explicit price concession 
to reduce gross client charges to the estimated net realizable amount for services rendered based upon 
previously agreed to rates with a payor. The Corporation utilizes the client billing system to calculate explicit 
price concessions on a payor by payor basis based on historical collections. The management of the 
Corporation continually reviews the process to consider and incorporate updates to laws and regulations 
and the frequent changes in managed care contractual terms that result from contract renegotiations and 
renewals.  
 
Payors include federal and state agencies, including Medicare and Medicaid, managed care health plans, 
commercial insurance companies, and employers. These third-party payors provide payments to the 
Corporation at amounts different from its established rates based on negotiated reimbursement 
agreements. Payment arrangements include prospectively determined rates per discharge, reimbursed 
costs, discounted charges, and fee schedule payments. Retroactive adjustments under reimbursement 
agreements with third-party payors are accrued on an estimated basis in the period the related services 
are rendered and adjusted in future periods as final settlements are determined. 
 
 
 
 
 
Continued 
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Notes to Consolidated Financial Statements--Continued 
 
Seven Counties Services, Inc. 
 
June 30, 2023 and 2022 
 
 
 
Note B--Summary of Significant Accounting Policies--Continued 
 
Given the current regulatory and reimbursement environment, there can be no assurances that adequate 
reimbursement levels will continue to be available for the services provided by the Corporation. Significant 
limits on the scope of services reimbursed and on reimbursement rates and fees could have a material 
adverse effect on the Corporation's liquidity, financial condition, results of operations and cash flows. 
 
Laws and regulations governing the Medicare and Medicaid programs are extremely complex and subject 
to interpretation. As a result, there is at least a reasonable possibility that recorded estimates will change 
by a material amount in the near term. 
 
Charity Care--The Corporation provides care to clients who meet certain criteria under its charity care policy 
without charge or at amounts less than its established rates. The charity care amounts are not reported as 
net client service revenue as the Corporation does not pursue collection. Amounts for forgone charges 
related to charity care are approximately $5,017,000 and $4,322,000 for the years ended June 30, 2023 
and 2022, respectively. 
 
Of the Corporation's total unrestricted operating expenses pertaining to providing client care, an estimated 
$4,420,000 and $2,823,000 arose from providing services to charity care clients during the years ended 
June 30, 2023 and 2022, respectively.  
 
The estimated costs of providing charity care services are based on a calculation which applies a ratio of 
costs to charges to the gross uncompensated charges associated with providing care to charity clients. The 
ratio of cost to charges is calculated based on the Corporation's total expenses divided by gross client 
service revenue. 
 
Public Support--The Corporation receives federal, state, and county grants for providing services in specific 
program areas. Receipt of these funds is subject to the fulfillment of certain obligations by the Corporation 
as prescribed by these programs and funds may be subject to repayment upon a determination of 
noncompliance made by a funding agency. 
 
The Corporation has contracts with the State of Kentucky to provide community mental health services. 
During June 30, 2023 and 2022, the Corporation was paid by the State based upon applicable contractually 
agreed to stipulations. 
 
The Corporation derives a significant portion of its revenue from third-party payors and federal, state and 
county funding programs. The receipt of future revenues by the Corporation is subject to among other 
factors, federal, state, and county policies affecting the health care industry, economic conditions that may 
include an inability to control expenses in periods of inflation, increased competition, market pressures on 
premium rates and other conditions which are impossible to predict. 
 
Contributions--Contributions received and unconditional promises to give are recorded as revenue without 
donor restrictions or revenue with donor restrictions depending on the existence of donor restrictions if they 
exist. 
 
 
 
Continued 
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Notes to Consolidated Financial Statements--Continued 
 
Seven Counties Services, Inc. 
 
June 30, 2023 and 2022 
 
 
 
Note B--Summary of Significant Accounting Policies--Continued 
 
When a donor restriction expires, that is, when a stipulated time restriction ends or purpose restriction is 
accomplished, net assets with donor restrictions are reclassified to net assets without donor restrictions 
and reported in the consolidated statements of activities as net assets released from restriction. 
 
If a restriction is fulfilled in the same accounting period in which the contribution is received, the contribution 
is reported as support without donor restrictions.  
 
In-kind contributions are recorded based on their estimated fair value at the date of donation. 
 
Advertising Costs--The Corporation uses advertising to promote its programs and services among the 
general public. The advertising costs are expensed as incurred. Advertising costs for the Corporation 
totaled approximately $270,000 and $221,000 for June 30, 2023 and 2022, respectively. 
 
Income Taxes--The Corporation and its subsidiary are organized as not-for-profit corporations under 
Section 501(c)(3) of the United States Internal Revenue Code ("IRC"). The Corporation and its subsidiary 
had no unrelated business income for the fiscal years ended June 30, 2023 and 2022. Personnel Best, LLC 
is a disregarded entity for tax purposes, and its activity is included with Seven Counties Services, Inc. for 
tax reporting. 
 
GAAP requires management to evaluate tax positions taken and recognize a tax liability if it is more likely 
than not that an uncertain tax position would not be sustained upon examination by various federal and 
state taxing authorities. Management has analyzed the tax positions taken and has concluded that as of 
June 30, 2023 and 2022, there are no uncertain positions taken or expected to be taken that would require 
recognition of a liability or disclosure in the accompanying consolidated financial statements. The 
Corporation is subject to routine audits by taxing jurisdictions; however, there are currently no audits for 
any tax periods in progress. 
 
Performance Indicator and Operating Indicator--The consolidated statements of activities include a 
performance indicator, excess of expenses over revenues for June 30, 2023 and 2022. Changes in net 
assets without restrictions which would be excluded from the performance indicator, consistent with industry 
practice, include net assets released for long-lived assets and contributions to supported entities. The 
consolidated statements of activities also include an operating indicator, operating income (loss) for June 
30, 2023 and 2022. Certain non-operating items are excluded from the operating indicator, including 
investment income, contributions from donors and related parties, other non-operating income and gains 
(losses) on disposal of equipment. 
 
Use of Estimates--The preparation of consolidated financial statements in accordance with GAAP requires 
management to make estimates and assumptions that affect the reported amounts of assets and liabilities 
and the disclosure of contingent assets and liabilities at the date of the consolidated financial statements 
and the reported amounts of revenues, support and expenses during the reporting period. Actual results 
could differ from those estimates. 
 
 
 
 
Continued 
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Notes to Consolidated Financial Statements--Continued 
 
Seven Counties Services, Inc. 
 
June 30, 2023 and 2022 
 
 
 
Note B--Summary of Significant Accounting Policies--Continued 
 
Functional Expenses--The consolidated financial statements report certain categories of expenses that are 
attributable to one or more program or supporting functions of the Corporation. Therefore, expenses require 
allocation on a reasonable basis that is consistently applied. The expenses that are allocated include 
salaries and fringe benefits, professional fees, facilities, equipment, depreciation, travel and transportation, 
supplies, communications, interest, and miscellaneous expenses. Other than depreciation and 
amortization, these costs are allocated based on management's estimates of time and effort involved for 
each program or supporting function. Depreciation expense is allocated based on management's 
assessment of administrative square footage used as a percent of the total facility's square footage. 
 
New Accounting Standard--Effective July 1, 2022, the Corporation elected to adopt FASB ASC 842, 
Leases. The new standard establishes a right-of-use (“ROU”) model that requires a lessee to record an 
ROU asset and a lease liability on the consolidated statement of financial position for all leases with terms 
longer than 12 months. Leases are classified as either finance or operating, with classification affecting the 
pattern of expense recognition in the consolidated statement of activities. Leases with a term of less than 
12 months will not record a ROU asset and lease liability and the payments will be recognized into change 
in net assets on a straight-line basis over the lease term. 
 
The Corporation elected to adopt FASB ASC 842, Leases, using a transition method under which existing 
leases were measured and capitalized as of the date of adoption, July 1, 2022, in lieu of applying the 
standard retrospectively to July 1, 2021. 
 
The Corporation elected to adopt the package of practical expedients available under the transition 
guidance with the new standard. This package includes the following: relief from determination of lease 
contracts included in existing or expiring leases at the point of adoption, relief from having to reevaluate the 
classification of leases in effect at the point of adoption, and relief from reevaluation of existing leases that 
have initial direct costs associated with the execution of the lease contract. The Corporation also elected 
to adopt the practical expedient to use hindsight to determine the lease term and assess the impairment of 
the ROU assets. 
 
On July 1, 2022, the Corporation recorded on its consolidated statement of financial position a ROU asset 
and ROU liabilities of $7,706,351 for operating leases. The new standard requires that leases with a lease 
term of more than 12 months be classified as either finance or operating leases. Leases are classified as 
finance leases when the Corporation expects to consume a major part of the economic benefits of the 
leased assets over the remaining lease term. 
 
Conversely, the Corporation is not expected to consume a major part of the economic benefits of assets 
classified as operating leases. The lease classification affects both the pattern and presentation of expense 
recognized in the consolidated statements of activities, the categorization of assets and liabilities in the 
consolidated statements of financial position, and classification of cash flows in the consolidated statement 
of cash flows. Total lease cost consists of two components; amortization expense related to the write-off of 
ROU assets, and interest expense from lease liabilities. 
 
 
 
 
Continued 
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Note B--Summary of Significant Accounting Policies--Continued 
 
For financing leases, total lease cost is recorded on an accelerated basis whereby interest expense is 
recorded using the effective interest method and ROU assets are amortized on a straight-line basis over 
the remaining lease term. For operating leases, total lease cost is measured and recorded on a straightline 
basis over the lease term. 
 
Lease liabilities are measured and recorded at the present value of future lease payments using a discount 
rate. Because the Corporation generally does not have access to the rate implicit in each lease, lease 
liabilities are measured using the incremental borrowing rate as the discount rate. The incremental 
borrowing rate is the rate that would be paid to borrow on a collateralized basis over a similar term and 
amount equal to the lease payments in a similar economic environment. The Corporation applies an 
incremental borrowing rate as of the commencement date of its operating leases. The incremental 
borrowing rates used were as follows: 
 
 Buildings 2.79% - 5.11% 
 Vehicles 2.85% 
 Computers 2.79% - 2.85% 
 
ROU assets are generally measured and recorded at the sum of the lease obligation, any initial direct costs 
to consummate the lease, and any lease payments made on or before the commencement date. 
 
Subsequent Events--The Corporation has evaluated events and transactions that occurred through January 
11, 2024, which is the date that the consolidated financial statements were available to be issued, for 
possible recognition or disclosure in the consolidated financial statements. 
 
 
Note C--Other Receivables 
 
Other receivables consist of the following: 
 

June 30

U.S. Department of Health and Human Services $ 1,370,518 $ 1,134,913
Metro Louisville 255,960 603,544
Kentucky Department of Behavioral Health 344,365 340,850
University of Louisville 38,374 24,982
Kentucky Correctional Psychiatric Center 387,200
Other agencies 2,364,348 1,476,554

$ 4,760,765 $ 3,580,843

2023 2022
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Note D--Investments 
 
Accounting standards establish a fair value hierarchy that prioritizes the inputs to valuation techniques used 
to measure fair value.  This hierarchy consists of three broad levels: Level 1 inputs consist of unadjusted 
quoted prices in active markets for identical assets and have the highest priority, and Level 3 inputs have the 
lowest priority.  The Corporation uses appropriate valuation techniques based on the available inputs to 
measure the fair value of its investments.  When available, the Corporation measures fair value using Level 
1 inputs because they generally provide the most reliable evidence of fair value. Level 3 inputs were only used 
when Level 1 or Level 2 inputs were not available. 
 
Level 1 Fair Value Measurements - The fair values of cash equivalents and U.S. Government securities are 
based on quoted market prices. 
 
Level 2 Fair Value Measurements - The fair values of certificates of deposits are based upon the stated 
interest rates compared to current market interest rates. 
 
The methods described above may produce a fair value calculation that may not be indicative of net realizable 
value or reflective of future fair values.  Furthermore, while the Corporation believes its valuation methods are 
appropriate and consistent with other market participants, the use of different methodologies or assumptions 
to determine the fair value of certain financial instruments could result in a different fair value measurement 
at the reporting date. 
 
Investment securities are exposed to various risks, such as interest rate, market and credit risks.  Due to the 
level of risk associated with certain investment securities and the level of uncertainty related to changes in the 
value of investment securities, it is at least reasonably possible that changes in risk in the near term would 
result in material changes in the fair value of investments and net assets of the Corporation. 
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Note D--Investments--Continued 
 
The investments of the Corporation are reported at fair value in the accompanying consolidated statements 
of financial position. The following table presents the fair value of investments at June 30, 2023 and 2022: 
 

U. S. Government securities $ 1,484,000    $ 1,484,000   
Certificates of deposit 10,369,000  $ 10,369,000 
Cash equivalents 2,243,000    2,243,000   

Total Assets in Fair Value Hierarchy 14,096,000  $ 3,727,000   $ 10,369,000 

Beneficial interests held by 
outside foundations 210,000       

Total Investments $ 14,306,000  

U. S. Government securities $ 5,337,000    $ 5,337,000   
Certificate of deposit 244,000       $ 244,000      
Cash equivalents 375,000       375,000

Total Assets in Fair Value Hierarchy 5,956,000    $ 5,712,000   $ 244,000      

Beneficial interests held by 
outside foundations 200,000       

Total Investments $ 6,156,000    

June 30, 2023

June 30, 2022

Significant
Unobservable 

Inputs 
(Level 2)Value (Level 1)

Quoted Prices
in Active

Markets for
Identical

Fair Assets
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Note D--Investments--Continued 
 
Investment income and other includes the following: 
 

June 30

Interest income $ 370,390       $ 106,067     
Dividend income 79,174         55,944       
Change in investment in market value (49,020)        (46,995)      

$ 400,544 $ 115,016

2023 2022

 
 
Note E--Concentrations of Credit Risk 
 
The mix of the accounts receivable and net client service revenue is as follows: 
 

2023 2022 2023 2022

Medicare 2% 5% 2% 2%
Medicaid 92% 89% 94% 92%
Self-pay 2% 2% 1% 2%
Other third-party payors 4% 4% 3% 4%

100% 100% 100% 100%

Receivables Revenue
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Note F--Property and Equipment 
 
Property and equipment consist of the following: 
 

June 30

Land $ 1,562,400 $ 1,500,900
Buildings and improvements 13,934,447 12,495,204
Furnishings, equipment and vehicles 8,532,984 8,117,130

24,029,831 22,113,234
Less accumulated depreciation 15,265,063 13,592,391

8,764,768 8,520,843
Construction-in-progress 42,788 52,199

$ 8,807,556 $ 8,573,042

2023 2022

 
 
Note G--Liquidity and Availability 
 
The Corporation regularly monitors liquidity required to meet its operating needs and other commitments, 
while also striving to maximize the investment of its available funds. As part of the Corporation's liquidity 
management, it has a policy to structure its financial assets to be available as its general expenditures, 
liabilities and other obligations come due. 
 
Financial assets available for general expenditures within one year of the consolidated statements of 
financial position at June 30, 2023 and 2022 are as follows: 
 

June 30

Cash and cash equivalents $ 4,364,075 $ 8,928,857
Investments 14,095,941  5,956,481    
Accounts receivable, net 6,606,884 6,881,228

$ 25,066,900 $ 21,766,566

2023 2022

 
None of the above assets are subject to donor or other restrictions. Investments excludes approximately 
$210,000 and $200,000 as of June 30, 2023 and 2022, respectively, related to investments held in outside 
foundations. Other receivables exclude approximately $4,022,000 and $3,477,000 as of June 30, 2023 and 
2022, respectively, which are related to certain grants received by the Corporation. The Corporation also 
has a $2,000,000 line of credit that could be utilized for its liquidity needs (see Note H). 
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Note H--Long-Term Debt 
 
Long-term debt consists of the following: 
 

June 30

Note payable to Republic Bank in monthly installments of
$4,067 including interest at 2.99% through
November 1, 2031 $ 687,989 $ 715,485

Other note payable 67,638 72,433

Note payable repaid during the current year 297,770

755,627 1,085,688
Less unamortized loan costs, net of accumulated

amortization of $1,878 (2023) and $1,582 (2022) 2,483 2,779

753,144 1,082,909

Less current maturities 33,128 66,459

Long-Term Debt, less current maturities $ 720,016 $ 1,016,450

2023 2022

 
In November 2021, the Corporation entered into a debt agreement with Republic Bank and Trust Company 
for $731,200. The loan is secured by certain real and personal property. 
 
Aggregate annual maturities of long-term debt as of June 30, 2023 are as follows: 
 

Year Ending June 30
2024 $ 33,128
2025 34,102
2026 35,049
2027 36,024
2028 36,982
Thereafter 580,342

$ 755,627

 
The Corporation has a revolving line of credit in the amount of $2,000,000, secured by substantially all 
assets. There were no borrowings outstanding as of June 30, 2023 and 2022. In November 2021, the 
maturity date was extended to November 17, 2024. 
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Note I--Net Assets With Donor Restrictions 
 
Net assets with donor restrictions consist of the following: 
 

June 30

Specified Period of Time:
Contributed rent $ 1,232,500 $ 1,377,500
Other 42,848         103,397       

1,275,348 1,480,897
Specified Purpose or Use:

Shepherd's Garden Apartments 179,780       179,780       
Reserve cash funds 24,271         22,564         

204,051       202,344       

$ 1,479,399    $ 1,683,241    

2023 2022

 
Note J--Public Support 
 
The composition of public support is set forth in the following table: 
 

For the Year Ended June 30

Kentucky Department for Behavioral Health,
Developmental and Intellectual Disabilities $ 17,526,881  $ 19,001,656  

Louisville Metro Government 1,822,757    1,348,741    
Other state funds 25,998,952  23,158,716  
Federal funds 1,706,733    3,263,189    
Other public support 502,269       752,909       

$ 47,557,592 $ 47,525,211

2023 2022
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Note K--Defined Contribution Plan 
 
The Corporation has a 403(b) defined contribution plan (the "Plan"). Contributions are made to employees’ 
accounts who meet the eligibility requirements. Effective January 1, 2019, the Corporation matches up to 
3% of the participating employees' compensation.  Effective July 24, 2022, the Corporation matches up to 
5% of the participating employees’ compensation. Employer contributions to the Plan were approximately 
$1,827,000 and $1,104,000 for 2023 and 2022, respectively. 
 
 
Note L--Affiliated Entities and Related Party Transactions 
 
The Corporation entered into a management services agreement (the "Agreement") with Uspiritus, Inc. 
(“Uspiritus”), a related nonprofit corporation, effective July 1, 2018. The Corporation receives a 
management fee of $500 each month which is included in other operating revenue on the consolidated 
statements of activities. There was approximately $50,000 and $46,000 due to Uspiritus as of June 30, 
2023 and 2022, respectively. The Corporation is reimbursed for direct expense incurred related to salaries 
and benefits per the Agreement. These expenses and reimbursements are reported at net on the 
consolidated statements of activities.  
 
At June 30, 2023 and 2022, amounts of $104,820 and $98,973, respectively, were due from Uspiritus which 
is included in other assets, net on the consolidated statements of financial position. 
 
 
Note M--In-Kind Contributions 
 
In-kind contributions consisted of the following: 
 

Usage

Rent $ 579,211   $ 547,452   
Mental Health, Development Disabilities, 

Addiction Services, Trust and Agency

Miscellaneous Expense 205,490   152,284   
Mental Health, Development Disabilities, 

Addiction Services, Trust and Agency

$ 784,701   $ 699,736   

2023 2022
December 31

 
In-kind contributions were valued using estimated average U.S. prices of identical or similar products or 
services using pricing data of similar products or services under a ‘like-kind’ methodology, considering the 
utility of the services and goods at the time of the contribution. No in-kind contributions were restricted. The 
Corporation does not sell donated in-kind gifts and only uses donated services and goods for its own 
program or supporting service activities. 
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Note N--Commitments and Contingencies 
 
Insurance 
 
The Corporation participates in a multi-provider insurance program which provides professional and general 
liability insurance to cover medical malpractice claims. Insurance coverages are $1,000,000 individually 
and $3,000,000 in the aggregate annually. There are known incidents that may result in the assertion of 
additional claims, as well as claims from unknown incidents that may be asserted arising from services 
provided to clients. 
 
The Corporation is self-insured for certain costs related to employee health, dental and accident benefit 
programs. Expenses resulting from claims experience are recorded as incurred including an estimate of 
claims incurred but not reported. The accrued liability for such covered medical claims was approximately 
$538,000 and $404,000 at June 30, 2023 and 2022, respectively, and is included in accrued payroll, 
benefits and taxes in the consolidated statements of financial position. The Corporation has purchased 
insurance, which limits its exposure on a per individual basis to $200,000 annually and an annual aggregate 
of $10.1 million. 
 
Litigation 
 
The Corporation is involved in certain litigation arising in the ordinary course of business and has made 
provisions for any known estimable settlements. The Corporation is also involved in other litigation for which 
the outcome is unknown. After consultation with legal counsel, it is management's opinion that these 
matters will be resolved without material adverse effect on the Corporation's financial position, results of 
operations, or cash flows. 
 
In July 2022, Uspiritus, a related organization through common management, had a child pass away under 
their supervision.  The related litigation resulted in a negative outcome of which the Corporation was 
deemed partially liable and in June 2023 the Corporation paid its $3,500,000 portion of this settlement.  
This litigation settlement is separately presented on the consolidated statement of activities. 
 
Litigation - Kentucky Employee Retirement System 
 
On April 4, 2013, the Corporation filed a petition for relief under Chapter 11 of the federal bankruptcy laws 
in the United States Bankruptcy Court and filed a motion to terminate participation in Kentucky Employee 
Retirement System ("KERS"). The Corporation's liability to KERS, which was in existence prior to filing for 
bankruptcy under Chapter 11 was stayed while the Corporation continued business operations. 
 
In May 2014, the Court ruled that the Corporation was neither a state entity nor a state instrumentality and 
thus had legal standing to seek relief under Chapter 11 and withdraw from KERS. The Corporation officially 
emerged from bankruptcy in February 2015.   
 
Various motions were filed related to the April 4, 2013 filing, and the court ruled, following an evidentiary 
hearing, that KERS was not entitled to injunctive relief to compel the Corporation to continue making reports 
and employer and employee contributions into the KERS plan. KERS appealed the court's ruling allowing 
relief under Chapter 11 to the United States Sixth Circuit Court of Appeals. 
 
Continued  
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Note N--Commitments and Contingencies--Continued 
 
Following briefing and argument, the Court of Appeals affirmed that the Corporation was eligible to seek 
relief under Chapter 11 of the Bankruptcy Code. It certified to the Kentucky Supreme Court the question of 
whether the Corporation's participation in, and contributions to, KERS were based on a statutory obligation. 
On August 29, 2019, the Kentucky Supreme Court issued an opinion stating that the Corporation's 
participation in KERS was statutory in nature. 
 
The case returned to the United States Sixth Circuit Court of Appeals, which asked for supplemental briefing 
on the effect of the Kentucky Supreme Court’s decision on KERS’s pending appeal and the Corporation's 
pending cross-appeal. On July 20, 2020, the Sixth Circuit issued a ruling that the Corporation's relationship 
with KERS was statutory in nature. The case has been remanded back to the District Court for further 
proceedings. It is anticipated that the District Court will further remand the case to Bankruptcy Court. 
 
The United States Sixth Circuit Court of Appeals supplemented its ruling on the Corporation’s relationship 
with KERS being statutory in nature to include that the Corporation may be liable to KERS for pension 
contributions accruing during the bankruptcy proceedings, which are estimated to be approximately $21 
million. In March 2022, KERS appealed to the Federal Bankruptcy Appellate Panel that this amount be paid 
by the Corporation.  
 
In March 2023, the United States District Court dismissed the appeal. Thereafter, on April 26, 2023, KERS 
filed its notice of appeals to the Sixth Circuit and it remains pending. KERS has also filed an appeal of the 
Confirmation Order to resume proceedings and requested the District Court set a briefing schedule. The 
Corporation argued that the appeal should be remanded to the Bankruptcy Court because KERS does not 
address the Corporation’s obligations to KERS. 
 
The Corporation has and continues to take the position that it is no longer a participant in KERS and that it 
has no unpaid obligations to KERS. The Corporation also believes it has meritorious claims and arguments 
to support this position. However, at this time, the outcome of this litigation cannot be determined. 
 
Health Care Industry 
 
The delivery of personal health care services entails an inherent risk of liability. Participants in the health 
care services industry have become subject to an increasing number of lawsuits alleging negligence or 
related legal theories, many of which involve large claims and result in the incurrence of significant exposure 
and defense costs. The Corporation is insured with respect to medical malpractice risk on a claims-made 
basis. The Corporation also maintains insurance for general liability, director and officer liability and 
property. Certain policies are subject to deductibles. In addition to the insurance coverage provided, the 
Corporation indemnifies certain officers and directors for actions taken on behalf of the Corporation. 
Management is not aware of any claims against the Corporation which would have a material financial 
impact. 
 
 
 
 
 
 
Continued 
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Note N--Commitments and Contingencies--Continued 
 
The health care industry is subject to numerous laws and regulations of federal, state and local 
governments. These laws and regulations include, but are not necessarily limited to, matters such as 
licensure, accreditation, government health care program participation requirements, reimbursement for 
patient services, and Medicare fraud and abuse. Recently, government activity has increased with respect 
to investigations and/or allegations concerning possible violations of fraud and abuse statutes and/or 
regulations by health care providers. Violations of these laws and regulations could result in expulsion from 
government health care programs together with the imposition of significant fines and penalties, as well as 
significant repayments for patient services previously billed. Management believes that the Corporation is 
in compliance with fraud and abuse statutes, as well as other applicable government laws and regulations. 
 
COVID-19 Pandemic 
 
As part of the Coronavirus Aid, Relief and Economic Security Act (the “CARES Act”), the U.S. government 
offered relief funding to eligible healthcare providers.  For the year ended June 30, 2022, the Corporation 
received approximately $572,000 in stimulus funds (Provider Relief Funds), which are recorded within 
public support revenue in the consolidated statements of activities.  
 
 
Note O--Leases 
 
The Corporation has several non-cancelable operating leases for facilities with expiration dates ranging 
from July 2023 through July 2024 and equipment from February 2024 through February 2026.  
 
Amounts recognized as right-of-use assets related to operating leases are separately disclosed on the 
consolidated statement of financial position, while related lease liabilities are separately disclosed in 
liabilities section of the consolidated statement of financial position. 
 
As of June 30, 2023, right-of-use assets related to operating leases were as follows: 
 

Right-of-Use Assets:
As of July 1, 2022 (Initial implementation) $ 7,706,351

Modifications to lease agreements 364,388

Less: accumulated amortization (2,104,972)  

Balance as of June 30, 2023 $ 5,965,767    
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Note O--Leases--Continued 
 
As of June 30, 2023, lease liabilities related to operating leases were as follows: 
 

Lease Liabilities
As of July 1, 2022 (Initial implementation) $ 7,706,351

Modifications to lease agreements 364,388

Repayments of operating lease liabilities (1,988,157)  

Balance as of June 30, 2023 $ 6,082,582    

 
Quantitative Lease Information: A summary of total lease cost, by component, and other lease information 
for the year ended June 30, 2023, follows: 
 

Operating lease cost $ 2,011,105    

Total Lease Costs 2,011,105    

Short-term lease expense 844,410       

Total Lease Expense $ 2,855,515    

 
Total rent expense was approximately $2,944,000 for the year ended June 30, 2022, which does not include 
the fair market value of the donated lease of SCARC from Louisville Metro Government of $525,096 for the 
year ended June 30, 2022.  
 

Weighted-average remaining lease term:
Operating leases (in years) 5.83             

Weighted-average discount rate:
Operating leases 3.06%
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Note O--Leases--Continued 
 
A summary of future lease payments for operating leases reconciled to the lease liability recorded at June 
30, 2023 is as follows: 
 

Fiscal Year Ending June 30
2024 $ 1,734,989
2025 894,103
2026 854,285
2027 849,022
2028 770,025

Thereafter 1,498,423

Total Minimum Lease Payments 6,600,847    
Less effects of discounting 518,265       

Present Value of Minimum Lease Payments 6,082,582    

Less current maturities 1,734,989

Lease Liabilities, less current maturities $ 4,347,593    

 
 
 




