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Beasley, Mitchell & Co.

Certified Public Accountants

INDEPENDENT AUDITORS' REPORT

To the Board of Trustees
Emergence Health Network
El Paso, Texas

Opinions

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of
Emergence Health Network (the Center) as of and for the year ended August 31, 2023 and the
related notes to the financial statements which collectively comprise the Center's basic financial
statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information, as of August 31, 2023, and the respective
changes in financial position for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Compftroller General of the United States. Our responsibilities under
those standards are further described in the Auditor’'s Responsibilities for the Audit of the Financial
Statements section of our report. We are required to be independent of the Center and to meet our
other ethical responsibilities, in accordance with the relevant ethical requirements relating to our
audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinions.

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are
condifions or events, considered in the aggregate, that raise substantial doubt about the Center's
ability to confinue as a going concern for twelve months beyond the financial statement date,
including any currently known information that may raise substantial doubt shortly thereafter.

Auditors' Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and fo issue an auditor’s
report that includes our opinions. 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
generally accepted auditing standards 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
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error, as fraud may involve collusion, forgery, infentional omissions, misrepresentations, or the override
of infernal control. Misstatements 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 financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the 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 financial statements.

e Obtain an understanding of internal confrol 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 Center’s internal control. Accordingly, no such opinion is
expressed.

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

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

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.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require the
management’s discussion and analysis on pages 8 through 15 and the budgetary comparison
information on pages 52 through 53 to be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of
America, which consisted of inquires of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our
inquires, the basic financial statements, and other knowledge obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or
provide any assurance.



Supplementary Information

Our audit was conducted for the purpose of forming opinions on the Center's basic financial
statements. The supplementary information and statistical section are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The schedule of
expenditures of federal and state awards is presented for purposes of additional analysis as required
by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards, and is also not a required part of the basic
financial statements.

The schedule of expenditures of federal and state awards and combining financial statements are
the responsibility of management and were derived from and relate directly to the underlying
accountfing and other records used to prepare the basic financial statements. Such information has
been subjected to the auditing procedures applied in the audit of the basic financial statements
and certain additional procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the basic financial statements or to
the basic financial statements themselves, and other additional procedures in accordance with the
auditing standards generally accepted in the United States of America. In our opinion, the schedule
of expenditures of federal and state awards and combining financial statements are fairly stated, in
all material respects, in relation to the basic financial statements as a whole.

The infroductory and statistical section have not been subjected to the auditing procedures applied
in the audit of the basic financial statements, and accordingly, we do not express an opinion or
provide any assurance on them.

Other Information

Management is responsible for the other information included in the annual report. The other
information comprises the infroductory and statistical sections but does not include the basic
financial statements and our auditor's report thereon. Our opinions on the basic financial statements
do not cover the other information, and we do not express an opinion or any form of assurance
thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other
information and consider whether a material inconsistency exists between the other information and
the basic financial statements, or the other information otherwise appears to be material misstated.
If based on the work performed, we conclude that an uncorrected misstatement of the other
information exists, we are required to describe it in our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February
1, 2024 on our consideration of the Center's internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreement and
other matters. The purpose of that report is to describe the scope of our testing of internal conftrol
over financial reporting and compliance and the results of that testing, and not to provide an
opinion on the internal confrol over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing Standards in considering the
Center’s internal control over financial reporting and compliance.

ﬁMfW?CaF#P

Beasley, Mitchell & Co., LLP
El Paso, Texas
February 1, 2024
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Emergence Health Network
Management's Discussion and Analysis
For the Year Ended August 31, 2023

As management of Emergence Health Network ('the Center") we offer readers this discussion
and analysis as an overview of the Center's financial activities for the fiscal year ended August
31, 2023. The MD&A should be read in conjunction with the basic financial statements and the
notes to those financial statements.

FINANCIAL HIGHLIGHTS

The assets of the Center exceeded liabilities at the close of FY 2023 by $14,312,344. The Center's
net position (government-wide) increased by $4,507,038 during FY 2023.

As of the close of the fiscal year, the Center's general fund reported a fund balance of
$28,719,293, increased by $5,595,608 during FY 2023.

At the end of the current fiscal year, unassigned fund balance for the general fund was
$28,719,293.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the Center's basic financial
statements. The Center's basic financial statements consist of three components: 1)
government-wide financial statements; 2) fund financial statements, and 3) notfes to the
financial statements. This report also contains other supplementary information in addition to the
basic financial statements themselves.

Government-wide financial statements

The Statement of Net Position presents information on all of the Center's assets and liabilities with
the difference between the two reported as net position. Net position is equivalent to the equity
section of a private-sector balance sheet. Over time, increases or decreases in net position may
serve as a useful indicator of whether the financial position of the Center is improving or
deteriorating.

The Statement of Activities includes all the revenue and expenses generated by the Center's
operations during the year. The accrual basis of accounting is used, which is similar to the
accounfing used by most private-sector companies. All of the current year's revenues and
expenses are taken intfo account regardless of the timing of related cash flows.

The government-wide financial statements present the basic services provided by the Center.
Services provided in governmental activities include mental health adult services, mental health
children's services, and intellectual disabilities services.

Services provided in business-type activities represent two distinct activities: 1) an apartment
housing project subsidized by the U. S. Department of Housing and Urban Development ("HUD")
that provides housing for mentally ill individuals; 2) consulting services related to the business of
network development and management of behavioral health services provided to
organizations within the City of El Paso.

The government-wide financial statements can be found on pages 17 - 19 of this report.



Emergence Health Network
Management's Discussion and Analysis
For the Year Ended August 31, 2023

Fund Financial Statements -Governmental Funds
Governmental funds

The governmental fund statements provide a detailed short-term view of the Center's
general government operations and the basic services it provides. Governmental fund
information helps you determine whether there are more or fewer financial resources that
can be spent in the near future to finance the Center's programs. We describe the
relationship (or differences) between governmental activities (reported in the Statement of
Net Position and the Statement of Activities) and governmental funds in reconciliation at the
bottom of the fund financial statements.

The Center adopts an annual budget for its general fund. A budgetary comparison
statement has been provided as required supplementary information for the general fund to
demonstrate compliance with this budget.

Proprietary Funds

The Center maintains three proprietary funds. The Center maintains an internal service fund
that accounts for the Center's self-insured health care benefits plan through charges to the
Center's other funds and the administration of health care claims through a third party
administrator. Because these services are predominately provided to support governmental
activities, internal service activities are included in the governmental activities sections of the
government-wide financial statements. The remaining two proprietary funds account for the
same services described above that are presented in the business-type activities section of
the government-wide financial statements.

Custodial Funds

Custodial funds are used to account for resources held by the Center for the benefit of
consumers. Fiduciary funds are not reflected in the government-wide financial statements
since the resources of these funds are not available to support Center operations.

The basic fund financial statements can be found on pages 20 - 27 of the report.
Notes to the financial statements

The notes o financial statements can be found beginning on page 28 of this report.



Emergence Health Network
Management's Discussion and Analysis
For the Year Ended August 31, 2023

GOVERNMENT-WIDE FINANCIAL STATEMENTS

As noted earlier, net position may serve over fime as a useful indicator of a government's financial
position. In the case of the Center, assets exceeded liabilities by $14,312,344 at the close of the fiscal
year. This is an increase to the net position of $4,507,038. A fairly large portion of the Center's net
position reflects its investment in capital assets: land, buildings, vehicles, and electronic equipment,
less any related debt outstanding that was used to acquire the assets. The Center uses these assets
to provide services to the consumers that we serve; consequently, these assets are not available for
future spending.

Emergence Health Network
Comparative Statement of Net Position

Government-Wide

2023 2022
Assets and Deferred Outflows
Current and other assets 38,375,448 30,046,324
Capital assets, net of depreciation 2,765,718 3,606,691
Right to use assefts, net of amortization 26,483,748 20,345,644
Deferred outflows 3,326,447 1,624,839
Total Assets and deferred outflows 70,951,361 55,623,498
Liabilities and Deferred Inflows
Other liabilities 10,368,170 7,872,323
Long-term liabilities:
Due within one year 28,635 23.815
Due in more than one year 44,293,432 35,874,945
Deferred inflows 1,948,780 2,047,109
Total liabilities 56,639,017 45,818,192
Net Position
Net investment in capital assets 2,684,187 3,512,203
Unrestricted 11,628,157 6,293,103
Total net position 14,312,344 9,805,306
Total Liabilities and net position 70,951,361 55,623,498

-10-




Emergence Health Network

Management's Discussion and Analysis
For the Year Ended August 31, 2023

GOVERNMENTAL ACTIVITIES

Revenues for the Center's governmental activities were $69,926,406 while total expenses were
$65,370,967. The change for governmental activities was an increased of $4,555,439 compared to a

decrease in 2022 of $4,700,346.

Emergence Health Network
Comparative Changes in Net Position
Governmental Activities

Revenues 2023 2022
Program revenues:
Charges for services $ 49,699,406 $ 54,081,849
Operating grants and contributions 19,067,847 11,195,788
Operating revenue:
Unrestricted investment earnings 1,159,153 91,916
Total revenues 69,926,406 65,369,553
Expenditures
Current
Behavioral health 29,406,109 32,498,966
Intellectual disabilities 9,457,068 9,462,172
Diversion 5,631,301 5,462,773
Crisis and emergency services 1,888,043 1,555,163
Collaborative care 6,153,241 4,603,691
1115 Waiver 1,353,693 4,738,689
Administration 11,481,512 11,748,445
Total expenses 65,370,967 70,069,899
Excess (deficiency) of revenues over expenditures 4,555,439 (4,700,346)
Change in net position 4,555,439 (4,700,346)
Net position- beginning of year 9,794,280 14,494,626
Net position (deficit) - end of year $ 14,349,719 $ 9,794,280

-11 -



Emergence Health Network
Management's Discussion and Analysis
For the Year Ended August 31, 2023

BUSINESS TYPE ACTIVITIES

Revenues for the Center's business-type activities were $57,390 while total expenses were $105,791.
The change in net position for business-type activities was a decrease of $48,401 compared to an

decrease in 2022 of $53,135.

Emergence Health Network

Comparative Changes in Net Position

Business-type Activities

Revenues 2023 2022
Program revenues:
Charges for services $ 4,234 % 776
Rental income 53,156 50,591
Total revenues 57,390 51,367
Expenses
Subsidized housing 105,188 104,197
Consulting services 603 305
Total expenses 105,791 104,502
Operating income (loss) (48,401) (53,135)
Change in net position (48,401) (53,1395)
Net position- beginning of year 11,026 64,161
Net position- end of year $ (37,375) $ 11,026

-12 -



Emergence Health Network
Management's Discussion and Analysis
For the Year Ended August 31, 2023

FINANCIAL ANALYSIS OF THE CENTER'S FUNDS

As mentioned earlier, the Center uses fund accounting to ensure and demonstrate compliance with
finance related legal requirements.

Governmental Funds

The focus of the Center's governmental funds is to provide information on near-term inflows, outflows,
and balances of spendable resources. Such information is useful in assessing the Center's financing
requirements. In particular, unreserved fund balance may serve as a useful measure of a
government's net resources available for spending at the end of the fiscal year. The general fund is
the chief operating fund of the Center. At the end of the current fiscal year, unassigned fund

balance of the general fund was $28,719,293 while total fund balance was $28,719,293.

General Fund

Revenues 2023 2022
Local $ 12,294,138 % 11,494,949
State 34,919,614 32,777,924
Federal 21,571,001 21,190,264
Investment income 1,159,152 91,915
Total revenues and other financing sources 69,943,905 65,555,052
Expenses
Current
Behavioral health 28,401,459 26,925,389
Intellectual development disabilities 9,457,068 9,462,172
Diversion 5,631,301 5,462,773
Crisis and emergency services 1,888,043 1,555,163
Collaborative care 6,153,241 4,603,691
1115 Waiver 1,353,693 4,738,689
Administration 10,536,814 9,937,932
Capital outlay 926,678 971,880
Total expenses 64,348,297 63,657,689
Change in net position 5,595,608 1,897,363
Fund balances- beginning of year 23,123,685 21,226,322
Fund balances- end of year $ 28,719,293 $ 23,123,685

-13-



Emergence Health Network
Management's Discussion and Analysis
For the Year Ended August 31, 2023

GENERAL FUND BUDGETARY HIGHLIGHTS

The Center uses a conservative approach in its budgeting process. Revenues are budgeted based
on Department of State Health Services ("HHS").

The Finance Committee of the Board of Trustees reviews the financial statements on a monthly basis
and then forwards to the full Board for review and acceptance. The Center will seldom make
budget amendments to its annual budget. During FY 2023, there were 24 budget adjustments.

General Fund revenues were lower than budgeted by $4 million, primarily due to PHP CCP funding.

Expenditures were lower than budget by $2 million, primarily due to decreases in salaries, benefits,
fravel, and client related costs.

Capital assets - The Center's government-wide capital assets at August 31, 2023 amounts to
$2,765,718 (net of accumulated depreciation). This investment in capital assets includes land,
buildings and improvements, equipment, and vehicles.

CAPITAL ASSETS
2023 2022
Land $ 76898 $ 76,898
Building improvements 783,375 783,375
Leasehold improvements 2,462,662 2,216,203
Equipment/ furniture 12,455,447 11,883,426
Vehicles 1,167,394 1,100,452
Less accumulated depreciation (14,180,058) (12,453,663)
Total capital assets $ 2,765,718 $ 3,606,691

Additional information on the Center's capital assets by activity can be found in footnote 5 on pages
43 - 44 of this report.

Long-term liabilities

Please see Note 6 on page 45 of this report for additional information on long-term liabilities.

-14-



Emergence Health Network
Management's Discussion and Analysis
For the Year Ended August 31, 2023

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

Emergence Health Network has prepared a fiscally conservative budget for Fiscal Year 2023, due to
a shift in funding streams. Funding from the 1115 Waiver has ended and is not part of the FY23
budget. As reference, EHN did receive $7.2 million in 1115 Waiver funds in FY22. The new funding, the
Center is budgeting for is the Directed Payment Program (DPP) for Behavioral Health Services (DPP
BHS) and Public Health Provider - Charity Care Program (PHP-CCP).

The Directed Payment Program for Behavioral Health Services (DPP BHS) is a new value-based
payment program for CMHCs to incentivize them to confinue providing services to Medicaid
enrolled individuals that are aligned with the Certified Community Behavioral Health Clinic (CCBHC)
model of care. The amount budgeted for DPP BHS is $2.9 million.

PHP-CCP is designed to allow qualified providers to receive reimbursement for the cost of delivering
healthcare services, including behavioral health services, immunizations, and other preventative
services, when those costs are not reimbursed by another source. In the first year, PHP-CCP will also
cover any cost associated with the delivery of service that is not covered by Medicaid billings. The
amount budgeted for PHP-CCP is $3.8 million.

The Center is continually making adjustments and improvements in order to provide quality services
in the face of our ever changing business environment, legislative agendas and reimbursement
models. Budgets are prepared with consideration to these situations and to a continuing increase in
the demand for existing and new services. Management and the Governing Board confinue to look
for ways to reallocate resources in order fo maximize the efficient and effective use of all resources.

REQUEST FOR INFORMATION

This financial report is designed to provide our citizen's, taxpayers and customers a general overview
of the Center's financial position and its accountability for the funds it receives. If you have any
questions about this report or need any additional financial information, contact the Controller of
Emergence Health Network, P.O. Box 9997, El Paso, Texas 79995.

-15-
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EMERGENCE HEALTH NETWORK
Statement of Net Position
August 31, 2023

Governmental Business-Type
Activities Activities Total
Assets and Deferred Outflows
Current assets
Cash and cash equivalents $ 686,206 $ 136,438 $ 822,644
Reserved cash and cash equivalents 708,612 - 708,612
Investments 27,513,081 88,121 27,601,202
Accounts receivable, net 7.044,796 14,673 7,059,469
Prepaid expenses 986,194 - 986,194
Inventory 103,520 - 103,520
Total current assets 37,042,409 239,232 37,281,641
Noncurrent assets
Capital assets, net 2,684,187 81,531 2,765,718
Right fo use assets, net 26,483,748 - 26,483,748
Ofther assets 1,086,735 7.072 1,093,807
Total noncurrent assets 30,254,670 88,603 30,343,273
Total assets 67,297,079 327,835 67,624,914
Deferred outflows
Employer conftributions subsequent to the
measurement date 1,682,203 - 1,682,203
Difference between expected and
actual 75,676 - 75,676
Change of assumption 655,275 - 655,275
Net difference between projected 913,293 - 913,293
Total deferred outflows 3,326,447 - 3,326,447
Total assets and deferred outflows $ 70,623,526 $ 327,835 $ 70,951,361

See independent auditors' report and accompanying notes
17 -



EMERGENCE HEALTH NETWORK

Statement of Net Position
August 31, 2023

Liabilities, Deferred Inflows, and net position
Current liabilities
Accounts payable
Accrued payroll liabilities
Claims payable
Unearned revenue
Accrued compensated absences
Lease liability, current portion
Mortgage payable, current portion

Total current liabilities
Noncurrent liabilities
Mortgage payable, noncurrent portion
Lease liability, noncurrent portion
Net pension liability
Total noncurrent liabilities

Total liabilities

Deferred inflows
Change in assumption

Total deferred inflows
Total liabilities and deferred inflows
Net position

Net investment in capital assets
Unrestricted

Total net position (deficit)

Total liabilities, deferred inflows, and net position

See independent auditors' report and accompanying notes

-18-

Governmental Business-Type

Activities Activities Total
2,374,276 % 252,618 $ 185,358
1,931,095 - 1,931,095
765,594 - 765,594
3,063,969 - 3.063,969
1,102,525 - 1,102,525
878,093 - 878,093
- 28,635 28,635
10,115,552 281,253 10,396,805
- 83.957 83.957
26,559,108 - 26,559,108
17,650,367 - 17,650,367
44,209,475 83,957 44,293,432
54,325,027 365,210 54,690,237
1,948,780 - 1,948,780
1,948,780 - 1,948,780
56,273,807 365,210 56,639,017
2,684,187 - 2,684,187
11,665,532 (37,375) 11,628,157
14,349,719 (37,375) 14,312,344
70,623,526 $ 327,835 $ 70,951,361




Functions / Programs

Statement of Activities

EMERGENCE HEALTH NETWORK

For the Year Ended August 31, 2023

Expenses

Program Revenues

Governmental Activities :

Behavioral health

Intellectual disabilities
Diversion

Collaborative care

Crisis and Emergency Services
1115 Wavier

Administration

Total governmental activities

Business-Type Activities
Subsidized housing
Consulting services

Total business-type activities

Net (Expense) Revenue and Change in Net

Position

Operating
Expenses After goods, grants
Administration Allocation of Charges for and Governmental Business-Type
Expenses Allocation Administration Services Contributions Activities Activities Totals
$ 29,406,109 $ 6,265,170 $ 35,671,279 $ 18,931,640 $ 17,620,518 $ 880,879 $ - % 880,879
9,457,068 2,014,892 11,471,960 8,740,698 599,340 (2,131,922) - (2,131,922)
5,631,301 1,199,787 6,831,088 9,779,070 505,396 3,453,378 - 3,453,378
1,888,043 402,260 2,290,303 1,590,708 - (699.,595) - (699.,595)
6,153,241 1,310,990 7,464,231 9,098,488 182,898 1,817,155 - 1,817,155
1,353,693 288,413 1,642,106 1,558,802 159,695 76,391 - 76,391
11,481,512 (11,481,512) - - - - - -
65,370,967 - 65,370,967 49,699,406 19,067,847 3,396,286 - 3,396,286
105,188 - 105,188 53,156 - - (52,032) (52,032)
603 - 603 4,234 - - 3,631 3,631
105,791 - 105,791 57,390 - - (48,401) (48,401)
General Revenue and Transfers
Unrestricted investment earnings 1,159,153 - 1,159,153
Total general revenues 1,159,153 - 1,159,153
Change in net position 4,555,439 (48,401) 4,507,038
Net position (deficit), beginning 9,794,280 11,026 9,805,306
Net position (deficit), ending $ 14,349,719  $ (37,375) $ 14,312,344

See independent auditors' report and accompanying notes
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EMERGENCE HEALTH NETWORK
Balance Sheet
Governmental Funds
August 31, 2023

Assets General Fund

Current assets

Cash and cash equivalents $ 686,206
Reserved cash and cash equivalents 708,612
Investments 27,513,081
Accounts receivable, net 7,044,796
Prepaid expenses 986,194
Ofther assefts 1,086,735
Inventory 103,520
Total assets $ 38,129,144

Liabilities, deferred inflows, and fund balance

Liabilities
Current liabilities
Accounts payable $ 2,374,276
Accrued payroll liabilities 1,931,095
Unearned revenue 3,063,969
Due to other funds 2,040,511
Total current liabilities 9,409,851
Fund balances
Unassigned 28,719,293
Total fund balances 28,719,293
Total liabilities, deferred inflows, and fund balances $ 38,129,144

See independent auditors' report and accompanying notes
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EMERGENCE HEALTH NETWORK
Reconciliation of the Balance Sheet to the Statement of Net Position
Government Funds
August 31, 2023

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

Funds balances- total governmental funds $ 28,719,293

Capital assets used in governmental activities are not financial resources,
and, therefore, are notf reported in the funds 2,684,187

Right to use assetfs net of accumulated amortization 26,483,748

Assets and liabilities of Internal Service Funds reported in the Statement of Net
Position are used by management to charge the costs of certain activities
and resources to the general fund. These assets and liabilities are included in
the governmental activities in the Statement of Net Position (39,285)

Deferred outflows
Contributions made after the measurement date, will be recognized as

reduction of net pension liability 1,682,203
Difference between expected and actual 75,676
Net difference between projected 913,293
Change in assumption 655,275

Deferred inflows
Change in Assumption (1,948,780)

Long-term assets are not available to pay for current period expenditures and
therefore, are deferred in the funds :

Deferred inflows 1,314,202

Some liabilities, and other long-term liabilities are not due and payable in the
current period, and, therefore, are not reported in the funds:

Net pension liability (17,650,367)
Lease liability (27,437,201)
Accrued compensated absences (1,102,525)
Total net position of governmental activities $ 14,349,719

See independent auditors' report and accompanying notes
-1 -



EMERGENCE HEALTH NETWORK
Statement of Revenues, Expenditures and Changes in Fund Balance
Governmental Funds
For the Year Ended August 31, 2023

General Fund

Revenues
Local $ 12,294,138
State grants 24,283,553
State other 10,636,061
Federal grants 1,554,156
Federal other 20,016,845
Investment income 1,159,152
Total Revenues 69,943,905
Expenditures
Current
Behavioral health 28,401,459
Intellectual developmental disabilities 9,457,068
Diversion 5,631,301
Collaborative care 1,888,043
Crisis and emergency services 6,153,241
1115 Waiver 1,353,693
Administration 10,536,814
Capital outlay 926,678
Total Expenditures 64,348,297
Excess (deficiency) of revenues over expenditures 5,595,608
Net change in fund balances 5,595,608
Fund balances- beginning of year 23,123,685
Fund balances- end of year $ 28.719.293

See independent auditors' report and accompanying notes
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EMERGENCE HEALTH NETWORK
Statement of Revenues, Expenditures and Changes in Fund Balance
Governmental Funds
For the Year Ended August 31, 2023

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

Net change in fund balances- total governmental funds $ 5,595,608
Net change in net position of internal service funds 809,996
Governmental funds report capital outlays as expenditures.

However, in the Statement of Activities, the cost of those assets is allocated
over their estimated useful lives and reported as depreciation expense:

Capital expenditures recorded in capital outlay 926,678
Depreciation expense (1,748,686)
Gain or loss on disposal (6,008)
Change in right to use asset 6,138,104
Change in deferred outflows 1,701,608
Change in lease liability (6,477.,345)
Change in deferred inflows 98,329
Change in net pension liability (2,348,447)

In the Statement of Activities, compensated absences are measured by the

amounts earned during the year. In the governmental funds, however,

expenditures for these items are measured by the amount of financial

resources used (essentially the amounts paid). (116,898)

Governmental grants that do not provide current financial resources, made
available to pay for current periods expenditures, reported as deferred
inflows in the funds. (17,500)

Change in net position of governmental activities $ 4,555,439

See independent auditors' report and accompanying notes
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EMERGENCE HEALTH NETWORK
Statement of Net Position

Internal Service Funds
August 31, 2023

Internal Service
Fund-Self Insurance

Assets
Current assets
Due from other funds $ 2,040,511
Total current assets 2,040,511
Total assets $ 2,040,511
Liabilities and net position
Liabilities
Current liabilities
Claims payable $ 765,594
Total current liabilities 765,594
Total liabilities 765,594
Deferred inflow
Unearned revenue 1,314,202
Net Position
Unrestricted (39,285)
Total net position (deficit) (39,285)
Total liabilities, deferred inflow and net position (deficit) $ 2,040,511

See independent auditors' report and accompanying notes
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EMERGENCE HEALTH NETWORK
Statement of Revenues, Expenses and Changes in Net Position
Internal Service Funds
August 31, 2023

Internal Service
Fund-Self Insurance

Operating revenues
Insurance charges from the general fund $ 4,736,653

Total operating revenues 4,736,653

Operating expenses

Claims paid 2,762,390
Plan administration expense 1,164,267
Total operating expenses 3,926,657
Operating income (loss) 809,996
Change in net position 809,996
Net position (deficit), beginning of year (849,281)
Net position (deficit), end of year $ (39,285)

See independent auditors' report and accompanying notes
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EMERGENCE HEALTH NETWORK
Statement of Cash Flows
Internal Service Funds
August 31, 2023

Internal Service
Fund- Self Insurance

Cash flows from operating activities
Internal charges to general fund for insurance claims $ 4,887,069
Payments for medical claims and fees (4,887,069)

Net cash provided (used) by operating activities -

Cash and cash equivalents - beginning of year -

Cash and cash equivalents - end of year -

Reconciliation of operating income(loss) to net cash provided (used) by operating
activities

Operating Income (loss) 809,996
Changes in assets and liabilities

Accounts receivable 150,416

Due to/ from other funds (945,794)

Deferred revenue (17,500)

Accounts payable and other liabilities 2,882

Net cash provided (used) by operating activities $ -

See independent auditors' report and accompanying notes
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Assets

Cash and cash equivalents
Accounts receivable

Total Assets

Liabilities
Due to clients

Total Liabilities

See independent auditors' report and accompanying notes

EMERGENCE HEALTH NETWORK
Statement of Custodial Net Position
August 31, 2023
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EMERGENCE HEALTH NETWORK
Notes to Financial Statements
August 31, 2023

NOTE 1. Summary of Significant Accounting Policies

Emergence Health Network (the “Center”) is a public entity, established under the Texas
Mental Health and Mental Retardation Act of 1965. This act provided for the creation of
a local Board of Trustees responsible for governing operations. The Center's seven (7)
member Board of Trustees is appointed by the Commissioner’s Court of El Paso County,
Texas, and the El Paso County Hospital District by means of an interlocal agreement to
develop and implement community-based mental health and intellectual disability
services. The Center is governed by an independent board; has the authority to make
decisions; appoint administrators and managers; significantly influence operations; and
has the primary accountability for fiscal matters. The Center is not included in any other
governmental "reporting entity" as defined in Section 2100, codification of Governmental
Accounting and Financial Reporting Standards.

This summary of significant accounting policies of the Center is presented to assist in the
understanding of the Center’s financial statements. The financial statements and notes
are the representation of the Center's management that is responsible for the financial
statements. The financial statements of the Center have been prepared in conformity
with accounting principles generally accepted in the United States of America (GAAP)
as applied to government units.

A. Financial Reporting Entity

In evaluating how to define the Center, for financial reporting purposes, management
has considered all potential component units. The decision to include any potential
component units in the financial reporting entity was made by applying the criteria set
forth in GASB Statements No. 14, as amended by GASB Statement No. 39 and GASB
Statement No. 61 and subsequently issued guidance. The basic-but not the only-criterion
for including a potential component unit within the reporting entity is the governing
body’s ability to exercise oversight responsibility. The most significant manifestation of this
ability is financial inferdependency. Other manifestations of the ability to exercise
oversight responsibility include, but are not limited to, the selection of governing
authority, the designation of management, the ability to significantly influence
operations, and accountability for fiscal matters. A second criterion used in evaluating
potential component units is the scope of public service.

Application of this criterion involves considering whether the activity benefits the
government and/or its citizens. A third criterion used to evaluate potential component
units for inclusion or exclusion from the reporting entity is the existence of special
financing relationships, regardless of whether the government is able to exercise
oversight responsibilities. Finally, the nature and significance of a potential component
unit to the primary government could warrant its inclusion within the reporting entity.
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EMERGENCE HEALTH NETWORK
Notes to Financial Statements (Continued)
August 31, 2023

NOTE 1. Summary of Significant Accounting Policies (continued)

Based upon the application of these criteria, the Center is not a component unit of another
governmental agency and has Sunnyside Apartments, Inc. and Sun City Behavioral Health
Care as blended component units. Individual financial statements for these component
units may be obtained by contacting the Conftroller of Emergence Health Network, 201 East
Main, Suite 600, El Paso, Texas.

Sunnyside Apartments, Inc. - Sunnyside Apartments, Inc., a Texas non-profit corporation, was
organized in 1979 to purchase and maintain real estate. Sunnyside Apartments, Inc.
operates a multi-family property known as Sunnyside Apartments which provides residential
living programs for the mentally ill.

The Center's Board of Trustees appoints the Board of Trustees for Sunnyside Apartments, Inc.
and also has the ability fo remove any frustees at will. As a result, the Center is financially
accountable for Sunnyside Apartments, Inc. Accordingly, the financial information for
Sunnyside Apartments, Inc. has been included in the Center's basic financial statements as
a blended component unit as an enterprise fund because the Center has the ability to
significantly influence its operations.

Sun City Behavioral Health Care - Sun City Behavioral Health Care ("Sun City") was
organized as a non-profit corporation in 1999 under the provisions of the Texas Non-Profit
Corporation Act. Sun City was organized to: 1) carry out scientific research projects in the
public interest in the fields of medical science, medical economics, public health,
sociology, and, related areas; 2) improve and develop the abilities of individuals and
institutions studying, tfeaching, and practicing medicine; 3) provide delivery of health care
to the public, and 4) promote other activities useful in the accomplishment of the
foregoing. Sun City was organized with the Center as the sole member. Accordingly, the
Center's Board of Trustees is responsible for appointing the entire Board of Directors of Sun
City. Members of Sun City's Board of Directors must be licensed by the Texas State Board of
Medical Examiners and actively engaged in the practice of medicine. Since the Center is
responsible for the governance of Sun City, the financial information for Sun City has been
included in the Center's basic financial statements as a blended component unit in an
enterprise fund.

B. Government-wide, business-type, and fund financial statements
The government-wide and business-type financial statements (the statement of net position
and the statement of activities) report information on all of the nonfiduciary activities of the

primary government. The government and business-type financial statements report
financial information as a whole excluding custodial funds.
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EMERGENCE HEALTH NETWORK
Notes to Financial Statements (Continued)
August 31, 2023

NOTE 1. Summary of Significant Accounting Policies (continued)

The Center reports program revenues in the statement of activities as an offset to the
expenses of a given function. A function is an assembly of similar activities and may include
portions of a fund or summarize more than one fund to capture the expenses and program
revenues associated with a distinct functional activity.

Program revenues include 1) charges for services which report fees and other charges to
users of services, 2) operating grants and conftributions which finance annual operating
activities including restricted investment income; and 3) capital grants and contributions
which fund the acquisition, construction, or rehabilitation of capital assets. These revenues
are subject to externally imposed restrictions to these program uses. Contributions from
local governments and other revenue sources not properly included with program
revenues are reported as general revenues.

The Center allocates indirect expenses primarily comprised of administrative services to
operating functions and programs benefiting from those services. Administrative services
include overall management, cenfralized budgetary formulation and oversight,
accounting, financial reporting, payroll, procurement contracting and oversight, investing
and cash management, personnel services, and other central administrative services.
Allocations are charged to programs based on use of central services determined by each
program'’s share of total costs.

Fund financial statements present information regarding funds — groupings of related
accounts used to maintain control over resources segregated for specific activities or
objectives. The Center, like other units of state and local governments, uses fund
accounting to ensure and demonstrate compliance with legal requirements. The Center’s
funds consist of three (3) types 1) governmental funds and 2) proprietary funds and 3)
fiduciary funds. The governmental funds are used to account for activities very similar to
those included in the government-wide financial statements. However, unlike government-
wide financial statements, governmental fund financial statements focus on how revenue
flows into and out of specific funds and the balances available for spending at year-end.

The Board of Trustees approves an operating budget for the general fund annually. A
budgetary comparison statement is provided for the governmental fund to demonstrate
compliance with the approved budget. Governmental fund financial statements provide a
detailed short-term view of the financial viability of general government operations and
basic services provided and help determine the level of financial resources available to
finance operations in the immediate future.

The Center's governmental fund financial statements include a presentation of
reconciliation with the Government-Wide Financial Statements. Proprietary Funds are used

-30-



EMERGENCE HEALTH NETWORK
Notes to Financial Statements (Continued)
August 31, 2023

NOTE 1. Summary of Significant Accounting Policies (continued)

to account for two internal service funds for 1) computer infrastructure and 2) self-insured
health and worker’'s compensation benefits. Fiduciary Funds are used to account for
assets held in an agency capacity for some of the people served. Fiduciary Funds are
not reflected in the government-wide financial statements, as the assets are not
available to support operations.

Notes to the financial statements provide additional information essential to a full
understanding of the Government-Wide and Fund Financial Statements.

C. Measurement focus, basis of accounting, and financial statement presentation

Government-wide financial statements, as well as the proprietary and fiduciary fund
financial statements, are prepared using the economic resources measurement focus
and accrual basis of accounting. Revenues are recorded when earned and expenses
are recorded when a liability is incurred, regardless of the timing of related cash flows.
Charges for services are recognized in the year for which they are provided while grant
revenues and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.

Governmental fund financial statements are prepared using the current financial
resources measurement focus and the modified accrual basis of accounting. Revenues
are recognized as soon as they are both measurable and available. Revenues are
considered to be available when they are collectible within the current period or soon
enough thereafter to pay liabilities of the current period. For this purpose, the Center
revenues are considered available if they are collected within 120 days of the end of the
current fiscal period. Expenditures are generally recorded when liabilities are incurred, as
under the accrual basis of accounting. However, debt service expenditures, as well as
long-term liabilities for compensated absences and other claims, are recorded only
when payment is due.

Grant revenues are recognized only as expenditures are incurred to the extent that the
expenditures are allowable and eligible for reimbursement.

Proprietary funds distinguish operating revenue and expenses from non-operating items.
Operating revenue and expenses generally result from providing services and producing
and delivering goods in connection with a proprietary fund’s principal ongoing
operations. The principal operating revenues of the internal service funds are charges to
other funds and employees for services. Operating expenses for internal service funds
include cost of services, administrative expenses, and depreciation on capital assets. All
revenue and expenses not meeting this definition are reported as non-operating
revenue and expenses
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EMERGENCE HEALTH NETWORK
Notes to Financial Statements (Continued)
August 31, 2023

NOTE 1. Summary of Significant Accounting Policies (continued)
The Center reports the following major governmental fund:

The general fund is the Center’s primary operating fund. The general fund accounts
for all financial resources of the general government, except those required to be
accounted for in another fund (i.e., fiduciary fund and proprietary funds).

Additionally, the Center reports the following proprietary funds:

The Sunnyside Apartments, Inc. Enterprise Fund is used to account for operations of
mulfi-family apartment complex maintained for the mentally ill.

The Sun City Behavioral Health Care Enterprise Fund is used to account for
operations of behavioral health services provided to the Center and other local
entities.

Additionally, the Center reports the following custodial funds:

The fiduciary fund is used to account for assets held in an custodial capacity for
some of the people served. This fund is purely custodial (assets equal liabilities) and
does not involve the measurement of the results of operations. Fiduciary funds are
not reflected in the government-wide financial statements, as the assets are not
available to support operations.

As a general rule, the effect of interfund activity has been eliminated from the
government-wide financial statements.

When both restricted and unrestricted resources are available for use, it is the
Center’s policy to use restricted resources first, then unrestricted resources as they are
needed. Additionally, the Center would first use committed, then assigned, and lastly
unassigned amounts of unrestricted fund balance when expenditures are made.

C. Assets, Liabilities, Deferred Outflows and Inflows of Resources, and Net Position or
Equity

Deposits and Investments: the Center’s cash and cash equivalents are considered to
be cash on hand, demand deposits and short-term investments with original
maturities of three months or less from the date of acquisition. Investments consist of
investment in a Texas public funds investment pool, Logic.
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EMERGENCE HEALTH NETWORK
Notes to Financial Statements (Continued)
August 31, 2023

NOTE 1. Summary of Significant Accounting Policies (continued)

Investments for the Center are stated at fair value. The Logic funds operate in accordance with
appropriate state laws and regulations. The reported value of the pool is the same as the fair
value of the pool shares.

Accounts Receivable:

Interfund activity is reported as either loans, services provided, reimbursements or tfransfers.
Loans are reported as interfund receivables and payables as appropriate and are subject to
elimination upon consolidation. Services provided, deemed to be at market or near market
rates, are freated as revenues and expenditures/expenses. Reimbursements are when one fund
incurs a cost, charges the appropriate benefiting fund and reduces its related cost as a
reimbursement. All other interfund transactions are treated as transfers. Transfers between
governmental or between proprietary funds are netted as part of the reconciliation to the
government wide financial statements.

Amounts from consumers and insurance carriers (for services rendered) are reduced by the
amount of the bilings deemed to be ultimately uncollectible. The Center provides for an
amount of uncollectible patient fees using the reserve method based on past history. The
allowance for uncollectible accounts in the General Fund as of August 31, 2023, is $166,190.

Prepaid Assefs: Include rent deposits and payments made to vendors for various expenses
having benefit beyond the close of a fiscal year. Prepaid assets are equally offset by a fund
balance classification of nonspendable in the governmental fund balance sheet. The amount
does not constitute available/spendable resources, even though it is a component of the
Center’s current assefs.

Capital Assets: Capital assets, which include property, plant, and equipment, are reported in
the government-wide financial statements. Capital assets are defined by the Center’'s as assets
with an initial, individual cost of more than $1,000 and an estimated useful life in excess of one
year. Purchases of capital assets are recorded as expenditures in the governmental fund
financial statements. Purchased capital assets are recorded at historical cost. Contributed
capital assets are recorded at an estimated fair market value on the date received.

Costs of routine maintenance and repairs, not adding to the value of an asset or not materially

extending the life of an asset, are not capitalized. Improvements are capitalized and
depreciated over the useful life of the related asset, as applicable.
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EMERGENCE HEALTH NETWORK
Notes to Financial Statements (Continued)
August 31, 2023

NOTE 1. Summary of Significant Accounting Policies (continued)

Depreciation is computed using the straight-line method over the estimated useful
life of an asset, based upon the following schedule:

CAPITAL ASSET TYPE ANTICIPATED
USEFUL LIFE
Buildings and improvements 40 years
Vehicles 5vyears
Furniture and equipment 5-10 years

Compensated Absences: Full-time employees earn vacation leave for each month
of work performed. The accrual of vacation leave is based on the number of years
the individual is employed by the Center. For employees who have completed a
condifional period, accrued vacatfion leave is paid upon termination of
employment.

Full time employees accumulate approximately 8 hours of sick leave per month. An
individual's sick leave may be accumulated but may never exceed 180 hours.
Unused sick leave is not paid upon termination of employment. Compensated
absences are reported as accrued when incurred in the government-wide and
proprietary fund financial statements. Governmental funds report only matured
compensated absences payable to currently terminating employees and these are
included in wages and benefits payable.

Accrued Payroll: In the fund financial statements, governmental fund types
recognize the accrual of unpaid wages and benefits that employees have earned
at the close of each fiscal year.

Long-Term Obligations: In the government-wide financial statements, long-term debt
and other long-term obligations are reported as liabilities in the “governmental
activities” column of the Statement of Net Position.

Fund Balance: In the fund financial statements, governmental funds reported the
following classifications of fund balance:

Non-spendable Fund Balance: includes amounts that cannot be spent because
t