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Independent Auditor’s Report

To the Board of Directors of
Mental Health Clinic of Tama County:

We have audited the accompanying statements of financial position of the Mental Health
Clinic of Tama County as of June 30, 2007 and 2006, and the related statements of activities,
functional expenses, and cash flows for the years then ended . These financial statements are
the responsibility of the Clinic’s management. Our responsibility is to express an opinion on these
financial statements based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the Mental Health Clinic of Tama County at June 30, 2007 and
2006, and the changes in its net assets and its cash flows for the years then ended in conformity
with U.S. generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued our report dated
August 2, 2007 on our consideration of the Mental Health Clinic of Tama County’s internal control
over financial reporting and our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on the internal control over financial reporting or
compliance. That reportis an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audit.

ROLAND & DIELEMAN

Certified Public Accountants

August 2, 2007
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Mental Health Clinic of Tama County
Statements of Financial Position
June 30, 2007 and 2006

Assets

Current Assets:

Cash and cash equivalents

Cash - restricted by Loan Covenant
Accounts receivable (Note 4)

Other receivables

Prepaid insurance

Total Current Assets

Property and Equipment:

Equipment (Note 2)
Building and Land (Note 2)
Less: Accumulated depreciation
Total Undepreciated Value of Property and Equipment

Total Assets

See Notes to Financial Statements
-3-

Exhibit A
2007 2006
$ 113,809 $ 80,825
11,700 11,700
33,182 38,379
21,995 30,291
3,757 3,670
184,443 164,865
97,059 95,627
176,527 176,527
(163,841) (158,592)
109,745 113,562
$ 294,188 $ 278,427
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Mental Health Clinic of Tama County
Statements of Financial Position
June 30, 2007 and 2006

Liabilities and Net Assets

Current Liabilities:
Accounts payable
Accrued vacation (Note 1)
Accrued payroll tax
Note payable - current (Note 3)

Total Current Liabilities
Long-Term Liabilities:
Note payable - USDA - Rural Development
Less: Current portion shown above
Total Long-Term Liabilities
Total Liabilities
Net Assets:
Unrestricted
Temporarily restricted

Total Net Assets

Total Liabilities and Net Assets

See Notes to Financial Statements
-4-

Exhibit A
2007 2006

$ 4,086 $ 4,199
29,765 25,604
1,700 1,459
2,965 2,798
38,516 34,060
153,272 156,071
(_2,965) (_2,798)
150,307 153,273
188,823 187,333
93,665 79,394
11,700 11,700
105,365 91,094
$ 294,188 $ 278,427
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Mental Health Clinic of Tama County

Statements of Activities

For the Years Ended June 30, 2007 and 2006

Unrestricted Net Assets:
Public Support and Revenues:
Public Support:
Tama County
United Way
Grants

Revenues:
Case management and SCL
Mental health services
Interest income
Other
Total Unrestricted Public Support and Revenues
Expenses:
Program Services :
Mental Health Center Programs
Total Expenses

Increase in Unrestricted Net Assets

Temporarily Restricted Net Assets:
Increase or (Decrease) in Temporarily Restricted Net Assets

Increase in Net Assets
Net Assets, Beginning of Year

Net Assets, End of Year

See Notes to Financial Statements

-5-

Exhibit B

2007 2006
$ 98,661 $ 103,663
11,684 5,727
42,936 61,412
153,281 170,802
85,317 78,192
287,696 311,784
3,821 2,334
25,288 19,755
402,122 412,065
555,403 582,867
541,132 559,759
541,132 559,759
14,271 23,108
0 0
14,271 23,108
91,094 67,986
$ 105,365 $_91,094
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Mental Health Clinic of Tama County Exhibit C
Statements of Functional Expenses
For the Years Ended June 30, 2007 and 2006
2007 2006
Mental Health Center Programs
Salaries $ 229,999 $ 217,145
Payroll taxes and benefits 40,313 32,411
Insurance expense 4,503 4,160
Travel 13,110 23,778
Office supplies 16,978 16,180
Telephone 6,600 6,743
Outside services 180,057 212,738
Annuity expense 14,832 13,497
Continuing education and dues 5,642 3,447
Interest 8,888 9,050
Administrative expense 14,961 15,177
Total expenses before depreciation 535,883 554,326
Depreciation 5,249 5,433
Total Expenses $541,132 $ 559,759
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Mental Health Clinic of Tama County
Statements of Cash Flows
For the Years Ended June 30, 2007 and 2006

Cash Flows from Operating Activities:
Change in net assets

Adjustments to Reconcile Change in Net Assets

to Net Cash Used:
Depreciation

Changes in Assets and Liabilities:
Prepayment
Accounts receivable
Other receivables
Accounts payable
Accrued vacation
Net Cash Provided by or Used for Operations

Cash Flows from Financing Activities:
(Decrease) in debt
Net Cash Used for Financing Activities

Cash Flows from Investing Activities:
Purchase of Equipment
Net Cash Used for Investing Activities

Net Increase in Cash

Beginning Cash and Cash Equivalents Balance

Ending Cash and Cash Equivalents Balance

Exhibit D
2007 2006
$ 14271  $23,108
5,249 5,433
( 87) ( 228)
5,197 (11,705)
8,296 ( 8,405)
128 1,298
4,161 2,606
37,215 12,107
((2,799) (_2,643)
((2,799) (_2.643)
(_1,432) ( 0)
((1,432) ( 0)
32,984 9,464
92,525 83,061
$ 125,509 $ 92,525

The Clinic considers all short-term investments to be cash equivalents. The Clinic paid interest of
$8,888 for the year ended June 30, 2007 and $9,050 for the year ended June 30, 2006.

See Notes to Financial Statements

-7-
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Mental Health Clinic of Tama County
Notes to Financial Statements
June 30, 2007 and 2006

Note (1) Summary of Significant Accounting Policies

A. Reporting Entity

The Clinic is a non-profit corporation established to provide a comprehensive
community mental health program for the diagnosis and treatment of psychiatric and
psychological disorders and to promote the prevention of mental illness. Services
are provided to residents of Tama County.

The Clinic is exempt from income tax under Section 501(c)(3) of the Internal
Revenue Code and a similar section of the lowa income tax law, which provide tax
exemption for corporations organized and operated exclusively for religious,
charitable, or educational purposes.

The Clinic’s financial statements are prepared in accordance with U.S. generally
accepted accounting principles as prescribed by the Financial Accounting Standards
Board for non-profit corporations.

B. Fund Accounting

Current Funds - Unrestricted - The current unrestricted fund accounts for all
resources over which the Clinic has discretionary control to use in carrying on the
operations of the organization in accordance with the limitation of its charter and
bylaws except for unrestricted amounts invested in land, buildings and equipment
that may be accounted for in a separate fund.

The board may designate portions of the current unrestricted fund for specific
purposes, projects or investment as an aid in the planning of expenses and the
conservation of assets. The Clinic maintains separate accounts for such
designations within the current unrestricted fund and segregates the designated
and undesignated portions of the fund within the fund balance section of the
unrestricted fund balance sheet.

C. Basis of Accounting

Basis of accounting refers to when revenues and expenses are recognized in the
accounts and reported in the financial statements. Basis of accounting relates to
the timing of the measurements made, regardless of the measurement focus
applied.

The accompanying financial statements have been prepared on the accrual basis
of accounting in conformity with U.S. generally accepted accounting principles.
Revenues are recognized when earned and expenses are recorded when the
liability is incurred.

Expenditures for the purchase of property and equipment providing future benefits

-8-
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are capitalized in the regular fund.

Basis of Presentation

Net assets and revenues, expenses, gains and losses are classified based on the
existence or absence of donor-imposed restrictions. Accordingly, the net assets of
the Clinic and changes therein are classified and reported as follows:

Unrestricted net assets - Net assets not subject to donor-imposed stipulations.

Temporarily restricted net assets - Reserve fund required by debt covenants.

Revenues are reported as increases in unrestricted net assets unless use of the
related assets is limited by donor-imposed restrictions. Expenses are reported as
decreases in unrestricted net assets. Gains and losses on investments and other
assets or liabilities are reported as increases or decreases in unrestricted net assets
unless their use is restricted by explicit donor stipulation or by law.

Assets and Liabilities

The following accounting policies are followed in preparing the statement of financial
position:

Cash and Cash Equivalents - The Clinic considers savings accounts and all other
highly liquid investments with a maturity of three months or less when purchased
to be cash equivalents.

Receivables - Receivables are shown at the amount expected to be collected after
determining the allowance for doubtful accounts based on an aging of all the
individual patient balances.

Property and Equipment - Property and equipment is stated at cost. Depreciation
is computed using the straight-line method over the estimated useful lives of 3 to
40 years. No interest costs were capitalized since there were no qualifying
assets. Depreciation for the years ended June 30, 2007 and 2006 was $5,249
and $5,433 respectively. Assets over $1,000 are capitalized with lesser value
items being directly written off.

Compensated Absences - Clinic employees accumulate a limited amount of
earned but unused vacation benefits payable to employees. Amounts
representing the cost of accumulated compensated absences are recorded as
liabilities and have been computed based on rates of pay in effect at June 30,
2007.

Patient Services Revenue

Patient services revenue is reported at the estimated realizable amounts from
patients, third-party payors and others for services rendered, including estimated
retroactive adjustments under reimbursement agreements with third-party payors.
Retroactive adjustments are accrued on an estimated basis in the period the related

-9-
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Note (2)

Note (3)

Note (4)

Note (5)

Note (6)

services are rendered and adjusted in future periods as final settlements are
determined.

Property and Equipment

A summary of changes in property and equipment is as follows:

Balance Balance

Beginning End
of Year Additions Deletions of Year
Furniture and fixtures 95,627 1,432 0 97,059
Building 176,527 0 0 176,527
$272,154 $1,432 $ 0 $273,586

Note Payable

The Clinic borrowed $180,000 from USDA - Rural Development to build a new facility.
The interest rate is 5.75%. The loan is being amortized over 40 years with monthly
principal and interest payments of $975. One years payments are considered restricted
assets on the Statement of Financial Position. The building is collateral for the note.
The note is due July 1, 2031.

Maturities of long-term debt:

2008  $2,965
2009 $3,139
2010 $3,324
2011  $3,520
2012 $3,728

Accounts Receivable

The accounts receivable is shown on the balance sheet less an allowance for
uncollectible accounts of $22,121 for 2007 and $28,244 for 2006.

Risk Management

The Mental Health Clinic of Tama County is exposed to various risks of loss related to
torts; theft of, damage to, and destruction of assets; errors and omissions; injuries to
employees; and natural disasters. These risks are covered by commercial insurance
purchased from independent third parties. Settled claims for these risks have not
exceeded commercial insurance coverage for the past three years.

Retirement Plan
The Clinic contributes 7% of the salaries of full-time employees to tax sheltered

annuities of the employees choice. The payments are 100% vested immediately. The
Clinic’s required and actual contributions for the year ended June 30, 2007 was $14,832

-10-
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and for the year ended June 30, 2006 it was $13,497.
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Note (7)

Note (8)

Use of Estimates

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

Related Party Transactions

The Mental Health Clinic of Tama County and Poweshiek County Mental Health Center
share a director and various staff members. The Clinic paid the Poweshiek County
Mental Health Center $162,263 for these services in the year ended June 30, 2007 and
$209,656 for the year ended June 30, 2006. No amounts are due at year end. These
transactions are consummated on terms equivalent to arm’s-length transactions.

-12-
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Independent Auditor’s Report on Internal Control over Financial Reporting and
on Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

To the Board of Directors of
Mental Health Clinic of Tama County :

We have audited the financial statements of Mental Health Clinic of Tama County as of and
for the years ended June 30, 2007 and 2006, and have issued our report thereon dated August
2, 2007. We conducted our audit in accordance with U.S. generally accepted auditing standards
and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Mental Health Clinic of Tama County’s
internal control over financial reporting as a basis for designing our auditing procedures for the
purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing our opinion on the effectiveness of Mental Health Clinic of Tama County’s internal
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness
of Mental Health Clinic of Tama County’s internal control over financial reporting.

Our consideration of the internal control over financial reporting was for the limited purpose
described in the preceding paragraph and would not necessarily identify all deficiencies in internal
control over financial reporting that might be significant deficiencies or material weaknesses.

A control deficiency exists when the design or operation of the control does not allow
management or employees, in the normal curse of performing their assigned functions, to prevent
or detect misstatements on a timely basis. A significant deficiency is a control deficiency, or
combination of control deficiencies, that adversely affects Mental Health Clinic of Tama County’s
ability to initiate, authorize, record, process, or report financial data reliably in accordance with U.S.
generally accepted accounting principles such that there is more than a remote likelihood a
misstatement of Mental Health Clinic of Tama County’s financial statements that is more than
inconsequential will not be prevented or detected by Mental Health Clinic of Tama County’s internal
control.

A material weakness is a significant deficiency, or combination of significant deficiencies,
that results in more than a remote likelihood a material misstatement of the financial statements
will not be prevented or detected by Mental Health Clinic of Tama County’s internal control.

Our consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in the internal control that might be significant deficiencies and, accordingly, would not necessarily
disclose all significant deficiencies that are also considered to be material weaknesses.

-13-
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Compliance and Other Matters

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

Comments involving statutory and other legal matters about the Clinic’s operations for the
year ended June 30, 2007 are based exclusively on knowledge obtained from procedures
performed during our audit of the financial statements of the Clinic. Since our audit was based on
tests and samples, not all transactions that might have had an impact on the comments were
necessarily audited. Comments involving statutory and other legal matters are not intended to
constitute legal interpretations of those statutes.

This report, a public record by law, is intended solely for the information and use of the
Mental Health Clinic of Tama County and other parties to whom the Clinic may report. This report
is not intended to be and should not be used by anyone other than these specified parties.

We would like to acknowledge the many courtesies and assistance extended to us by
personnel of Mental Health Clinic of Tama County during the course of our audit. Should you have
any questions concerning any of the above matters, we shall be pleased to discuss them with you
at your convenience.

ROLAND & DIELEMAN

Certified Public Accountants

August 2, 2007

-14-
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Mental Health Clinic of Tama County
Audit Staff

This audit was performed by:

Royal R. Roland, CPA

Edwin L. Dieleman, CPA
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