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Independent Auditors’ Report 
 
 
 
Board of Directors 
Community Mental Health Center 
for Mid-Eastern Iowa 
Iowa City, Iowa 
 
 
Report on the Financial Statements  
We have audited the accompanying financial statements of Community Mental Health Center for Mid-
Eastern Iowa (a non-profit organization), which comprise the statements of financial position as of  
June 30, 2015 and 2014, and the related statements of activities, functional expenses, and cash flows for 
the years then ended, and the related notes to the financial statements.    
 
Management’s Responsibility 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.  
 
Auditors’ Responsibility  
Our responsibility is to express an opinion on these financial statements based on our audits.  We 
conducted our audits in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States.  Those standards require that we plan and perform 
the audits to obtain reasonable assurance about whether the financial statements are free of material 
misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements.  The procedures selected depend on the auditors’ judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.  
In making those risk assessments, the auditor considers internal control relevant to the Organization’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Organization’s internal control.  Accordingly, we express no such opinion.  An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements.  
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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Opinion 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Community Mental Health Center for Mid-Eastern Iowa, as of June 30, 2015 and 
2014, and the changes in its net assets and its cash flows for the years then ended in conformity with 
accounting principles generally accepted in the United States of America. 
 
Other Reporting Required by Government Auditing Standards  
In accordance with Government Auditing Standards, we have also issued our report dated              
October 13, 2015 on our consideration of Community Mental Health Center for Mid-Eastern Iowa's 
internal control over financial reporting and our tests of its compliance with certain provisions of laws, 
regulations, contracts, 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 internal control over financial reporting or on compliance.  That 
report is an integral part of an audit performed in accordance with Government Auditing Standards in 
considering Community Mental Health Center for Mid-Eastern Iowa’s internal control over financial 
reporting and compliance. 

 
 
 TD&T CPAs and Advisors, P.C. 
 
Pella, Iowa 
October 13, 2015 
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2015 2014

Current assets:
Cash and cash equivalents $ -                   427,379
Receivables:

Client services, less allowance for doubtful accounts of
$114,990 and $55,000 in 2015 and 2014, respectively -                   419,445

State of Iowa Community Mental Health Services grants-
Federal -                   51,157

State of Iowa Homeless grant-Federal -                   19,394
State and county governments -                   21,428
Iowa Health and Wellness Plan -                   9,816           
Integrated Health Home -                   59,099         
Other -                   25,896

Prepaid expenses -                   1,275
Total current assets -                   1,034,889

Property and equipment:
Land -                   56,775
Buildings -                   1,098,162
Furniture and equipment -                   394,159

Total -                   1,549,096
Less accumulated depreciation -                   924,256

Net property and equipment -                   624,840       

Total assets $ -                   1,659,729    

  

See accompanying notes to financial statements.
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2015 2014

Current liabilities:
Accounts payable $ -                   13,470
Accrued expenses -                   129,891

Total current liabilities -                   143,361       

Long term liabilities
Forgivable Loan - CDBG -                   125,000       

Total Liabilities -                   268,361       

Net assets:
Unrestricted:
     General operating -                   1,341,332    
Temporarily restricted -                   50,036         

Total net assets -                   1,391,368    

Total liabilities and net assets $ -                   1,659,729    

See accompanying notes to financial statements.

Liabilities and Net Assets
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2015 2014

Operating activities:
Change in net assets from continuing operations $ 982,500        (91,357)        
Adjustments to reconcile change in net assets to net

cash provided (used) by operating activities:
Depreciation 53,441 55,949
(Gain) loss on disposal of property and equipment (1,378,792) 66                
Effects of changes in operating assets and liabilities:
     Receivables 315,201        13,793         
     Prepaid expenses (20,974)         36,499         
     Accounts payable (5,535)           (53,079)
     Accrued expenses (7,680)           (24,932)        

Net cash provided (used) by continuing operations (61,839)         (63,061)        

Discontinued operations:
Change in net assets $ (2,373,868)    -                   
Adjustments to reconcile change in net assets to net cash 

used by discontinued operations:
Loss on disposal of property and equipment 477,388        -                   
(Increase) decrease in:

Receivables 291,034        -                   
Prepaid expenses 22,249          -                   

Increase (decrease) in:
Accounts payable (7,935)           -                   
Accrued liabilities (122,211)       -                   

Net cash contributed to Abbe, Inc. (1,713,343)    -                   

Investing activities:
Purchases of property and equipment (427,197)       (51,162)        
Proceeds from sale of property and equipment 1,900,000     -                   

Net cash provided (used) by investing activities 1,472,803     (51,162)        

Financing activities:
Principal payments on long-term debt (125,000)       -                   

Net cash (used) by financing activities (125,000)       -                   

Net increase (decrease) in cash and cash equivalents (427,379)       (114,223)      

Cash and cash equivalents, beginning of year 427,379        541,602

Cash and cash equivalents, end of year $ -                   427,379      

See accompanying notes to financial statements.
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COMMUNITY MENTAL HEALTH CENTER 
FOR MID-EASTERN IOWA 

 
Notes to Financial Statements 

June 30, 2015 and 2014 
 
 
Note   1 – Summary of Significant Accounting Policies 
 

Community Mental Health Center for Mid-Eastern Iowa (Organization) was incorporated in 
September 1969 in the State of Iowa.  The Organization’s fiscal year ends June 30.  Significant 
accounting policies followed by the Organization are presented below. 

 
Nature of Activities 
 
The Organization provides outpatient psychiatry and psychotherapy for a wide range of 
clientele.  It also provides outpatient community support for the chronically mentally ill to help 
them function more independently in the community and to prevent further hospitalization.    
The Organization is primarily supported by Medicaid, Medicare and private insurance fees. 
 
The Organization’s mission statement is: Community Mental Health Center for Mid-Eastern 
Iowa is dedicated to improving lives through high quality, accessible mental health services and 
promoting awareness of mental health issues in the community. 
 
Basis of Accounting 
 
The financial statements of the Organization have been prepared on the accrual basis of 
accounting and accordingly reflect significant receivables, payables and other liabilities. 
 
Basis of Presentation 
 
Net assets and revenues, expenses, and gains and losses are classified based on the existence or 
absence of donor-imposed restrictions.  Accordingly, net assets of the Organization and 
changes therein are classified and reported as follows: 
 

• Unrestricted net assets – net assets not subject to donor-imposed restrictions 
 

• Temporarily restricted net assets – net assets subject to donor-imposed restrictions that 
may or will be met by actions of the Organization and/or the passage of time. 

 
• Permanently restricted net assets – net assets subject to donor-imposed restrictions that 

are neither fulfilled nor otherwise removed by actions of the Organization nor expire 
with the passage of time. 

 
Management has determined that the Organization has no permanently restricted net assets. 
 

 
 
 
 
 
 

(continued) 
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COMMUNITY MENTAL HEALTH CENTER 
FOR MID-EASTERN IOWA 

 
Notes to Financial Statements (Continued) 

June 30, 2015 and 2014 
 
 
Note   1 – Summary of Significant Accounting Policies (Continued)  

 
Basis of Presentation (Continued) 
 
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.  Expirations of temporary restrictions on net assets (i.e., the donor-stipulated purpose 
has been fulfilled and/or the stipulated time period has elapsed) are reported as reclassifications 
between the applicable classes of net assets.   
 
Contributions, including unconditional promises to give, are recognized as revenue in the 
period received.  Conditional promises to give are not recognized until they become 
unconditional; that is, when the conditions on which they depend are substantially met.  
Contributions of assets other than cash are recorded at their estimated fair value.  Contributions 
with donor-imposed restrictions that are met within the same reporting period are reported as 
temporarily restricted revenues, and a reclassification to unrestricted net assets is made to 
reflect the expiration of such restrictions. 
 
Contributions of land, buildings, and equipment without donor restrictions concerning the use 
of such long-lived assets are reported as revenues of the unrestricted net asset class.  
Contributions of cash or other assets to be used to acquire land, buildings, and equipment are 
reported as revenues of the temporarily restricted net asset class; the restrictions are considered 
to be released at the time of acquisition of such long-lived assets.   
 
Use of Estimates 
 
The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect certain reported amounts and disclosures.  Accordingly, actual results 
could differ from those estimates. 
 
Cash and Cash Equivalents 
 
Cash and cash equivalents include all monies in banks and highly liquid investments with an 
original maturity date of less than three months.  The carrying value of cash and cash 
equivalents approximates fair value because of the short maturities of those financial 
instruments.  Cash in excess of daily requirements is invested in interest bearing accounts and 
money market funds of qualified financial institutions in amounts that may exceed federal 
insured limits.  The Organization believes the credit risk related to these deposits is minimal.   
Uninsured cash balances as of June 30, 2015 were $1,552,027. 
 
 

 
 
 

(continued) 
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COMMUNITY MENTAL HEALTH CENTER 
FOR MID-EASTERN IOWA 

 
Notes to Financial Statements (Continued) 

June 30, 2015 and 2014 
 
 
Note   1 – Summary of Significant Accounting Policies (Continued) 

 
Receivables 

 
Client service receivables are uncollateralized customer obligations, which generally require 
payment within thirty days from the invoice date. 
 
Account balances with invoices over ninety days old are considered delinquent.  Delinquent 
accounts of $100 or more are set up on a payment plan, with minimum monthly payments of 
$5.  Payments of client service receivables are applied to the specific invoices identified on the 
customer’s remittance advice or, if unspecified, to the earliest unpaid invoices. 
 
The carrying amount of client service receivables are reduced by a valuation of allowance that 
reflects management’s best estimate of amounts that will not be collected.  The allowance for 
doubtful accounts is based on management’s assessment of the collectibles of specific patient’s 
accounts and the aging of the client service receivables.  All accounts or portions thereof 
deemed to be uncollectible or to require an excessive collection cost are written off to the 
allowance for doubtful accounts. 
 
Grants Receivable  

 
Reimbursement procedures used for grants and contracts may result in timing differences 
between program reimbursements and expenditures as of the beginning and end of the year. 
Receivables from grantor agencies represent an excess of expenditures over cash basis 
reimbursements at year end and unconditional contributions receivable that will be collected in 
the following fiscal year. 
 
Impairment of Long-Lived Assets 
 
The Organization reviews long-lived assets for impairment whenever events or changes in 
circumstances indicate the carrying amount of an asset may not be recoverable.  Recoverability 
of assets to be held and used is measured by a comparison of the carrying amount of an asset to 
future undiscounted net cash flows expected to be generated by the asset.  If such assets are 
considered to be impaired, the impairment to be recognized is measured by the amount by 
which the carrying amount of the assets exceeds the fair value of the assets.  Assets to be 
disposed of are reported at the lower of carrying amount or the fair value less costs to sell. 
 
Property and Equipment 
 
Property and equipment are carried at cost or, if donated, at the approximate fair value at the 
date of donation.  Depreciation is computed using the straight-line method over the useful lives 
of the assets which range from 3 to 39 years. 
 
 
 

 (continued) 
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COMMUNITY MENTAL HEALTH CENTER 
FOR MID-EASTERN IOWA 

 
Notes to Financial Statements (Continued) 

June 30, 2015 and 2014 
 
 
Note   1 – Summary of Significant Accounting Policies (Continued) 
 

Revenue Recognition 
 

Revenue from client service grants and contracts are recognized in the period the services are 
performed. 
 
Functional Expenses 
 
The costs of providing various program and supporting services have been summarized on a 
functional basis in the statement of functional expenses.  Accordingly, certain costs have been 
allocated among the programs and supporting services benefited. 
 
Income Taxes 
 
The Organization is a nonprofit organization as described in Section 501(c)(3) of the Internal 
Revenue Code and is exempt from federal and state income taxes.  The Organization is subject 
to routine audits by taxing jurisdictions; however, there are currently no audits for any tax 
periods in progress.  Management believes it is no longer subject to income tax examinations 
for years prior to the year ended June 30, 2012.  
 

Note   2 – Acquisition by Abbe, Inc. 
 

 Due to the rising cost and changing structure of health care and to better serve and sustain the 
mission of the Organization, the board of directors of Community Mental Health Center for 
Mid-Eastern Iowa unanimously approved  acquisition  of Community Mental Health Center for 
Mid-Eastern Iowa by Abbe, Inc. Effective June 30, 2015 Community Mental Health Center for 
Mid-Eastern Iowa contributed all net assets to Abbe, Inc. The following table summarizes the 
amounts of the assets contributed and liabilities assumed by Abbe, Inc. at the acquisition date. 

  
 At June 30, 2015: 
 
 Cash and cash equivalents $ 1,713,343 
 Receivables 291,034 
 Prepaid expenses 22,249 
 Property and equipment, net 477,388 
 Accounts payable (7,935) 
 Accrued expenses (122,211) 
 
 Total identifiable net assets contributed  $ 2,373,868     
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COMMUNITY MENTAL HEALTH CENTER 
FOR MID-EASTERN IOWA 

 
Notes to Financial Statements (Continued) 

June 30, 2015 and 2014 
 
 
Note   3 – Note Payable 
 

During the year ended June 30, 2013, the Organization received a forgivable loan from CDBG 
in the amount of $125,000.  The loan does not have to be repaid as long as the Organization 
provided mental health services to at least 2,200 low to moderate income individuals annually 
through July 15, 2022.  If the requirement was not met, the entire amount was due immediately.  
During the year ended June 30, 2015, the Organization sold its facilities and repaid the loan in 
anticipation of failing the requirement due to acquisition by Abbe, Inc. effective June 30, 2015. 

 
Note  4 – Line of Credit 
 

For the year ended June 30, 2015, the Organization has a line of credit with a local bank of 
$250,000.  The interest rate is 5.75%.  There was no balance on the line of credit at              
June 30, 2015 and 2014.  The line of credit is secured by the Community Development Block 
Grant Accessibility Project addition.    

 
Note   5 – Restrictions on Net Assets 
 

Temporarily restricted net assets are available for the following purposes: 
 
   2015  2014 
 
 Subsequent years’ operations $ - 28,165 

 Compeer program            -   21,871 

 $            -   50,036 
 
Note   6 – Client Fees 
 

Client fees for the years ended June 30, 2015 and 2014 consisted of the following: 
 

   2015 2014 
 
 Gross client fees $ 1,933,357 2,023,975 
 Fee adjustments (558,800) (536,005) 
 
  Net fees $ 1,374,557  1,487,970 
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COMMUNITY MENTAL HEALTH CENTER 
FOR MID-EASTERN IOWA 

 
Notes to Financial Statements (Continued) 

June 30, 2015 and 2014 
 
 
Note    7 – Pension Plan  
 

The Organization has a defined-contribution 403(b) pension plan covering all permanent 
employees who work 20 or more hours per week.  The Organization contributes an amount 
equal to 8% of the annual compensation of these employees. Effective August 1, 2014 and 
February 1, 2015 the Organization reduced employer contributions to 4% and suspended 
employer contributions, respectively.  Pension expense totaled $25,131 and $105,555 for the 
years ended June 30, 2015 and 2014, respectively.  On the date of acquisition by Abbe, Inc. the 
pension plan was terminated and employees became 100% vested in their contributions. 

 
Note    8 – Depreciation 
 

Depreciation expense for the years ended June 30, 2015 and 2014 was $53,441 and $55,949, 
respectively.   
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Offices located in: 
Muscatine 

(563) 264-2727 
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Independent Auditors' 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 

 
Board of Directors 
Community Mental Health Center 
for Mid-Eastern Iowa 
Iowa City, Iowa 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States, the financial statements of Community Mental 
Health Center for Mid-Eastern Iowa, which comprise the statement of financial position as of  
June 30, 2015, and the related statements of activities, functional expenses and cash flows for the year 
then ended, and the related notes to the financial statements, and have issued our report thereon dated 
October 13, 2015. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered Community Mental 
Health Center for Mid-Eastern Iowa’s internal control over financial reporting (internal control) to 
determine the audit procedures that are appropriate in the circumstances for the purpose of expressing our 
opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness 
of the Community Mental Health Center for Mid-Eastern Iowa’s internal control.  Accordingly, we do not 
express an opinion on the effectiveness of the Organization’s internal control.  
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct misstatements on a timely basis. A material weakness is a deficiency or a combination 
of deficiencies in internal control, such that there is a reasonable possibility that a material misstatement 
of the organization’s financial statements will not be prevented, or detected and corrected on a timely 
basis.   A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is 
less severe than a material weakness, yet important enough to merit attention by those charged with 
governance.     
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether Community Mental Health Center for Mid-
Eastern Iowa’s financial statements are free of material misstatement, we performed tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance 
with which could have a direct and material effect on the determination of financial statement amounts. 
However, providing an opinion on compliance with those provisions was not an objective of our audit, 
and accordingly, we do not express such an opinion. The results of our tests disclosed no instances of 
noncompliance or other matters that are required to be reported under Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the Organization’s 
internal control or on compliance.  This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the Organization’s internal control and compliance.  
Accordingly, this communication is not suitable for any other purpose.  
 
 
 TD&T CPAs and Advisors, P.C. 
 
 
Pella, Iowa 
October 13, 2015 
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