




 

 

Our audit was performed for the purpose of forming opinions on the financial statements that collectively 
comprise the basic financial statements of ABC LME.  The individual fund financial statements and 
schedules are presented for purposes of additional analysis and are not a required part of the basic 
financial statements.  The individual fund financial statements has been subjected to the auditing 
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all 
material respects, in relation to the basic financial statements taken as a whole.   
 
 
 
 
 
Martin Starnes & Associates, CPAs, P.A. 
October 31, 2009 
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Management’s Discussion and Analysis 

 
 
As management of ABC LME, we offer readers of ABC LME’s financial statements this narrative 
overview and analysis of the financial activities of ABC LME for the fiscal year ended June 30, 2009.  
We encourage readers to read the information presented here in conjunction with additional information 
that we have furnished in the financial statements, which follow this narrative. 
 
Financial Highlights 
 
ABC LME’s total government-wide assets of $18,928,815 decreased by $2,086,838 from the prior year, 
primarily due to decreased assets in the General Fund. 
 
ABC LME had total liabilities of $1,867,747 which included $632,486 of current and non-current long-
term obligations for compensated absences. ABC LME’s total long-term obligations increased by 
$335,728 (113%) during the current fiscal year.  The overall increase was due to the disclosure of other 
post-employment benefits in the current year. 
 
The assets of ABC LME exceeded its liabilities at the close of the fiscal year by $18,928,815 (net assets).  
Of total net assets, $4,004,030, or the amount of capital assets, is not available for future spending.  
Unrestricted net assets were $14,924,785. 
 
As of the close of the current fiscal year, ABC LME’s governmental fund reported total accounts payable 
and accrued liabilities of $1,235,261, a decrease of $435,515 over the previous year because less accounts 
payables and accrued liabilities were due at year end. ABC LME’s governmental fund reported an ending 
fund balance of $15,557,271, a decrease of $1,701,933 in comparison with the prior year.  The Area 
Board of ABC LME appropriated $1,668,539 of Fund Balance for subsequent year’s expenditures and 
$6,200,000 for future retirees’ health insurance benefits.  Undesignated fund balance for the General Fund 
was $4,840,788, or 11 percent of total General Fund expenditures for the fiscal year 2009. 
 

Overview of the Financial Statements 
 
This discussion and analysis are intended to serve as an introduction to ABC LME’s basic financial 
statements.  The organization’s basic financial statements consist of three components: 1) government-
wide financial statements, 2) fund financial statements, and 3) notes to the financial statements (see 
Figure 1).  The basic financial statements present two different views of ABC LME through the use of 
government-wide statements and fund financial statements.  In addition to the basic financial statements, 
this report contains other supplemental information that will enhance the reader’s understanding of the 
financial condition of ABC LME. 
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Required Components of Annual Financial Report 

 
Figure 1 

 

 
 
Basic Financial Statements 
 
The first two statements (Exhibits A and B) in the basic financial statements are the Government-wide 
Financial Statements.  They provide both short and long-term information about ABC LME’s financial 
status. 
 
The next statements (Exhibits C through F) are Fund Financial Statements.  These statements focus on 
the activities of ABC LME.  These statements provide more detail than the government-wide statements.  
There are two parts to the fund financial statements:  1) the governmental funds statements; and 2) the 
budgetary comparison statements. 
 
The next section of the basic financial statements is the notes.  The notes to the financial statements 
explain in detail some of the data contained in those statements.  After the notes, supplemental 
information is provided that includes funding information about ABC LME’s pension plans.  Budgetary 
information required by the General Statutes also can be found in this part of the statements.  
 
Government-Wide Financial Statements 

 
The government-wide financial statements are designed to provide the reader with a broad overview of 
ABC LME’s finances, similar in format to a financial statement of a private-sector business.  The 
government-wide statements provide short and long-term information about ABC LME’s financial status 
as a whole.  
 
The two government-wide statements report ABC LME’s net assets and how they have changed.  Net 
assets are the difference between the total assets and total liabilities.  Measuring net assets is one way to 
gauge ABC LME’s financial condition.   
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The government-wide statements report all of ABC LME’s basic services as governmental activities.  
State, federal and local funds finance these activities.  
 
The government-wide financial statements are on Exhibits A and B of this report.  
 
Fund Financial Statements 
 
The fund financial statements provide a more detailed look at ABC LME’s most significant activities.  A 
fund is a grouping of related accounts that is used to maintain control over resources that have been 
segregated for specific activities or objectives.  ABC LME, like all other governmental entities in North 
Carolina, uses fund accounting to ensure and reflect compliance (or non-compliance) with finance-related 
legal requirements, such as the General Statutes or ABC LME’s budget ordinance.  ABC LME has one 
fund category: governmental funds. 
 
Governmental Funds – Governmental funds are used to account for those functions reported as 
governmental activities in the government-wide financial statements.  All of the basic services of ABC 
LME are accounted for in governmental funds.  This fund focuses on how assets can readily be converted 
into cash flow in and out, and what monies are left at year-end that will be available for spending in the 
next year.  Governmental funds are reported using an accounting method called modified accrual 
accounting. This method also has a current financial resources focus.  As a result, the governmental fund 
financial statements give the reader a detailed short-term view that helps him or her determine if there are 
more or less financial resources available to finance ABC LME’s programs.  The relationship between 
government activities (reported in the Statement of Net Assets and the Statement of Activities) and 
governmental funds is described in a reconciliation that is a part of the fund financial statements.   
 
ABC LME adopts an annual budget for its General Fund, as required by the General Statutes.  The budget 
is a legally adopted document incorporating input from the citizens and county management of the areas 
served, the Area Board, and the management of ABC LME.  The adopted budget dictates the framework 
for service provision.  The budgetary statement provided for the General Fund demonstrates how well 
ABC LME complied with the budget ordinance and whether or not it succeeded in providing the services 
as planned when the budget was adopted.  The budgetary comparison statement uses the budgetary basis 
of accounting and is presented using the same format, language, and classifications as the legal budget 
document.  The statement shows four columns:  1) the original budget as adopted by the Board; 2) the 
final budget as amended by the Board; 3) the actual resources, charges to appropriations, and ending 
balances in the General Fund; and 4) the difference or variance between the final budget and the actual 
resources and charges.  To account for the difference between the budgetary basis of accounting and the 
modified accrual basis, a reconciliation showing the differences in the reported activities is shown at the 
end of the budgetary statement.  
 
Notes to the Financial Statements – The notes provide additional information that is essential to a full 
understanding of the data provided in the government-wide and fund financial statements.  The notes to 
the financial statements follow Exhibit F of this report.  
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Government-Wide Financial Analysis 
 

ABC LME’s Net Assets 

Figure 2 

 

2009 2008

Current and other assets: 16,792,532$        19,929,980$        
Capital assets 4,004,030            4,053,207            

Total assets 20,796,562          23,983,187          

Long-term liabilities outstanding: 632,486               296,758               
Other liabilities 1,235,261            1,670,776            
Total liabilities 1,867,747            1,967,534            

Net assets:
Invested in capital assets 4,004,030            4,053,207            
Unrestricted 14,924,785          16,962,446          
Total net assets 18,928,815$        21,015,653$        

Governmental Activities

 
 
 
Total governmental assets for ABC LME were $20,796,562 which includes $4,004,030 of capital assets.  
Total liabilities were $1,867,747, which includes $428,921 for non-current amount of other post-
employment benefits and compensated absences.  Total net assets were $18,928,815, which includes 
$4,004,030 investment in capital assets.  Total governmental net assets were decreased by ABC LME’s 
financial results for the year.  General Fund actual revenues were less than expenditures by $2,251,933.  
This loss along with a decrease in total assets explains the decrease in net assets from governmental 
activities.  However, the reconciliation in Exhibit E shows differences such as depreciation expense, 
treatment of capital outlay and expenses related to other post-employment benefits and compensated 
absences that account for the total change in net assets of governmental activities of $2,086,838 shown 
below and in Exhibit B. 
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ABC LME Changes in Net Assets 
 

Figure 3 
 

2009 2008
Revenues:
Program revenues:
Charges for services 7,936,188$          5,365,289$          
Operating grants and contributions 32,430,843          31,450,488          
General revenues:
Investment earnings, unrestricted 419,035               425,080               
Miscellaneous, unrestricted 364,847               174,508               
Total revenues 41,150,913          37,415,365          

Expenses:
General administration 6,390,436            6,442,462            
State Fund-UCR 12,409,219          8,934,362            
Non-UCR 14,044,945          10,426,912          
Other program services 10,943,151          9,021,294            

Total expenses 43,787,751          34,825,030          

Revenues over (under) expenditures (2,636,838)           2,590,335            

Special Items:
Contributions of cash and receivables
 from other entities 550,000               9,762,496            
Capital contribution from other entities -                           3,905,959            
Loss on disposal of assets -                           (433,463)              

Total special items 550,000               13,234,992          

Change in net assets (2,086,838)           15,825,327          

Net assets, July 1 21,015,653          5,190,326            

Net assets, June 30 18,928,815$        21,015,653$        

Governmental Activities
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Financial Analysis of the Funds 
 
As noted earlier, ABC LME uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements. 
 
Governmental Funds - The focus of ABC LME’s governmental funds is to provide information on near-
term inflows, outflows, and balances of usable resources.  Such information is useful in assessing ABC 
LME’s financing requirements.  Specifically, unreserved fund balance can be a useful measure of a 
government’s net resources available for spending at the end of the fiscal year.   
 
The General Fund is the operating fund of ABC LME.  At the end of the current fiscal year, undesignated 
fund balance of the General Fund was $4,840,788 after $1,668,539 was appropriated for subsequent 
year’s expenditures and $6,200,000 was appropriated for future retirees’ health insurance benefits.  Total 
fund balance reached $15,557,271.  As a measure of the General Fund’s liquidity, it may be useful to 
compare both unreserved fund balance and total fund balance to total budget.   
 
General Fund Budgetary Highlights - During the fiscal year, ABC LME revised the budget on several 
occasions.  Generally, budget amendments fall into one of three categories:  1) amendments made to 
adjust the estimates that are used to prepare the original budget ordinance once exact information is 
available; 2) amendments made to recognize new funding amounts from external sources, such as federal 
and State grants; and 3) increases in appropriations that become necessary to maintain services.  Total 
amendments to the General Fund increased the operating budget by $4,110,522 to reflect increased 
Federal and State appropriations. 
  
General Fund actual expenditures came in less than budgeted because contract services were less than 
expected.  Actual revenues were more than projected due to Medicaid billings by ABC LME on behalf of 
private providers. 
 

Capital Asset and Debt Administration 
 
Capital Assets - ABC LME’s capital assets for its governmental activities as of June 30, 2009 total 
$4,004,030 (net of accumulated depreciation).  These assets include buildings, other improvements, land, 
furniture and fixtures, vehicles and motor equipment, and copiers. ABC LME uses these capital assets to 
provide services to citizens; consequently, these assets are not available for future spending. 
 
Major capital asset transactions during the year include: 
 

• Purchased furniture and fixtures at a cost of $93,933. 
• Sold building for $237,982. 
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ABC LME’s Capital Assets  

(Net of Depreciation) 

Figure 4 

2009 2008

Nondepreciable Assets:
Land 435,360$                470,360$                
Construction in progress -                              146,224                  
Depreciable Assets, Net:
Buildings 3,003,000               2,977,262               
Other improvements 90,504                    61,607                    
Furniture and fixtures 467,972                  381,124                  
Vehicles and motor equipment 2,207                      9,818                      
Copier 4,987                    6,812                     

Total 4,004,030$             4,053,207$             

Governmental Activities

 
 
Additional information on ABC LME’s capital assets can be found in note 2.A. of the Basic Financial 
Statements.   
 
Long-Term Obligations - As of June 30, 2009, ABC LME had total non-current, long-term obligations 
outstanding of $632,486 for other post-employment benefits and compensated absences. ABC LME’s 
total long-term obligations increased by $335,728 (113 percent) during the past fiscal year, due to the 
disclosure of other post-employment benefits in the current year. 
 

Budget Highlights for the Fiscal Year Ending June 30, 2010 
 
Governmental Activities - The projected total budget has increased for expenditures to build and 
stabilize a provider network.  Budgeted revenue includes continued State funding for LME management 
functions, as well as, funding for contracted services to target populations for Mental Health, Substance 
Abuse and Developmental Disabilities.   
 

Requests for Information 
 

This report is designed to provide an overview of the ABC LME’s finances for those with an interest in 
this area.  Questions concerning any of the information found in this report or requests for additional 
information should be directed to Robin Banks, Director of Finance, ABC LME, 123 1st Ave, 
Somewhere, NC 123456.   
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Exhibit A

ABC LME

STATEMENT OF NET ASSETS
JUNE 30, 2009

Primary
 Government 

 Governmental 
 Activities 

Assets:
Cash and cash equivalents 13,944,588$        
Accounts receivable, net 2,766,023            
Prepaid items 81,921                 
Capital assets:
Land, non-depreciable 435,360               
Other capital assets, net of depreciation 3,568,670            
Total capital assets 4,004,030            
Total assets 20,796,562          

Liabilities:  
Accounts payable and accrued liabilities 1,235,261            
Current portion of compensated absences 203,565               
Long-term liabilities:
Non-current portion of long-term obligations 428,921               
Total liabilities 1,867,747            

Net Assets:
Invested in capital assets 4,004,030            
Unrestricted 14,924,785          
Total net assets 18,928,815$        

The accompanying notes are an integral part of the financial statements.
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Exhibit B

ABC LME

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2009

Net (Expense)
Revenue and

Changes in Net
Assets

Primary
Government

Charges for Operating Grants Governmental
Functions / Programs Expenses Services and Contributions Activities
Governmental Activities:
General administration  $          6,390,436  $                         -  $                 5,497,367  $           (893,069)
State Fund-UCR            12,409,219                             -                     5,793,231            (6,615,988)
Non-UCR            14,044,945                             -                            7,756          (14,037,189)
Other contracts              8,923,164                             -                                    -            (8,923,164)
Other program services              2,019,987 7,936,188            21,132,489                             27,048,690 

Total governmental activities 43,787,751$        7,936,188$          32,430,843$                (3,420,720)           

General Revenues:
Investment earnings, unrestricted 419,035               
Miscellaneous, unrestricted 364,847               
Total general revenues 783,882               

Special Item:
Contributions of cash and receivables

from other entities 550,000               
Capital contribution from other entities -                       
Loss on disposal of assets -                       
Total special items 550,000               

Change in net assets (2,086,838)           

Net Assets:
Beginning of year - July 1 21,015,653          
End of year - June 30 18,928,815$        

Program Revenues

The accompanying notes are an integral part of the financial statements.
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Exhibit C

ABC LME

BALANCE SHEET
GOVERNMENTAL FUND
JUNE 30, 2009

General Fund
Assets:
Cash and cash equivalents 13,944,588$        
Accounts receivable, net 2,766,023            
Prepaid items 81,921                 
Total assets 16,792,532$        

Liabilities and Fund Balances:  
Liabilities:
Accounts payable and accrued liabilities 1,235,261$          
Total liabilities 1,235,261$          

Fund Balances:
Reserved for:
State statute 2,766,023$          
Prepaid items 81,921                 
Unreserved:
Designated for subsequent year's expenditures 1,668,539            
Designated for future retirees' health insurance benefits 6,200,000            
Undesignated 4,840,788            
Total fund balances 15,557,271          

Amounts reported for governmental activities in the Statement of Net Assets (Exhibit A)
are different because:

Long-term liabilities are not due and payable in the current period and, therefore, are not
reported in the funds (632,486)              

Capital assets used in governmental activities are not financial resources and, therefore,
are not reported in the funds. 4,004,030            

Net assets of governmental activities 18,928,815$        

The accompanying notes are an integral part of the financial statements.

12



Exhibit D

ABC LME

STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES
GOVERNMENTAL FUND
FOR THE YEAR ENDED JUNE 30, 2009

General Fund
Revenues:
Federal and state revenue 30,955,738$        
Local revenue 2,293,987            
Third-party revenue 7,936,188            
Total revenues 41,185,913          

Expenditures:
General administration 6,044,190            
State Fund-UCR 12,409,219          
Non-UCR 14,044,945          
Other contracts 8,923,164            
Other program services 2,016,328            
Total expenditures 43,437,846          

Revenues over (under) expenditures (2,251,933)           

Special Items:
Contributions of cash and receivables from other entities 550,000               

Change in fund balance (1,701,933)           

Fund Balance:
Beginning of year - July 1 17,259,204          
End of year - June 30 15,557,271$        

The accompanying notes are an integral part of the financial statements.
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Exhibit E

ABC LME

RECONCILIATION OF THE STATEMENT OF
REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCES - GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2009

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

Net changes in fund balances - total governmental funds (1,701,933)$       

Capital outlays are reported as expenditures in the governmental fund statement.  
However, in the Statement of Activities, capital outlay is not an expense, rather it  
is an increase in capital assets. 142,401             

Depreciation expense allocates the costs of capital assets over their useful lives.  It is 
not reported as an expenditure in the governmental fund statement. (156,578)            

Capital contributions in the Statement of Activities that do not provide current financial
resources are not reported in the funds. -                         

Cost of capital assets disposed of during the year, not recognized on modified accrual basis. (35,000)              

Expenses related to other post-employment benefits and compensated absences 
do not require current financial resources and, therefore, are not reported as 
expenditures in the governmental funds statement. (335,728)            

Total changes in net assets of governmental activities (Exhibit B) (2,086,838)$       

The accompanying notes are an integral part of the financial statements.
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Exhibit F

ABC LME

STATEMENT OF REVENUES, EXPENDITURES, AND 
CHANGES IN FUND BALANCE
BUDGET AND ACTUAL - GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2009

Original Final Variance
Budget Budget Actual Over/Under

Revenues:
Federal and state revenue 29,392,634$       32,550,657$     30,955,738$     
Local revenue 2,134,780           2,087,279         2,293,987         
Third party revenue 6,405,000           7,405,000         7,936,188         
Total revenues 37,932,414         42,042,936       41,185,913       (857,023)$               

Expenditures:
General administration 6,704,156           6,608,280         6,044,190         
State Fund-UCR 12,609,880         11,832,556       12,409,219       
Non-UCR 12,996,357         16,719,481       14,044,945       
Other contracts 6,780,688           8,307,154         8,923,164         
Other program services 2,484,285           2,218,417         2,016,328         
Total expenditures 41,575,366         45,685,888       43,437,846       2,248,042               

Revenues over (under) expenditures (3,642,952)          (3,642,952)        (2,251,933)        1,391,019               

Special Items:

Contributions of cash and receivables 
 from other entities -                          -                       550,000            550,000                  

Fund balance appropriated 3,642,952         3,642,952       -                       (3,642,952)             

Change in fund balance -$                        -$                      (1,701,933)        (1,701,933)$            

Fund Balance:
Beginning of year - July 1 17,259,204       
End of year - June 30 15,557,271$     

 General Fund 

The accompanying notes are an integral part of the financial statements.
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ABC LME 
 

NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2009 

 
 

 

1. Summary of Significant Accounting Policies 
 

The accounting policies of ABC LME conform to generally accepted accounting principles as 
applicable to governments.  The following is a summary of the more significant accounting 
policies. 
 
A. Reporting Entity 
 

ABC LME is by virtue of powers contained in State law (Chapter 122C of the North Carolina 
General Statutes) delegated the authority to serve as the comprehensive planning, budgeting, 
implementing and monitoring group for community based mental health, developmental 
disabilities, and substance abuse programs for the DEF Center, GHI Authority, JKL County, 
and MNO County effective July 1, 20xx.  ABC LME is governed by an area board, appointed 
by the Board of Commissioners of the various participating counties. 

 
B. Basis of Presentation – Fund Accounting 
 

Government-Wide Statements: The Statement of Net Assets and the Statement of Activities 
display information about the primary government (ABC LME). These statements include the 
financial activities of the overall government. Governmental activities generally are financed 
through intergovernmental revenues and other non-exchange transactions.  ABC LME has 
only governmental activities; therefore, there is no separate presentation of business-type 
activities. 
 
The Statement of Activities presents a comparison for each function of ABC LME’s 
governmental activities. Direct expenses are those that are specifically associated with a 
program or function and, therefore, are clearly identifiable to a particular function. Indirect 
expense allocations that have been made in the funds have been reversed for the Statement of 
Activities. Program revenues include (a) fees and charges paid by the recipients of goods or 
services offered by the programs and (b) grants and contributions that are restricted to 
meeting the operational or capital requirements of a particular program. Revenues that are not 
classified as program revenues are presented as general revenues. 
 
Fund Financial Statements. The fund financial statements provide information about ABC 
LME’s fund.  In this report, there is one fund, the General Fund, which is a governmental 
fund type. 
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ABC LME 
 

NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2009 

 
 

 

ABC LME has the following fund category and type: 
 
Governmental Funds 

 
Governmental funds are used to account for ABC LME’s general governmental activities.  
Governmental funds include the following fund type: 

 
General Fund - The General Fund is the general operating fund of ABC LME.  The General 
Fund accounts for all financial resources except those required to be accounted for in another 
fund. 

 
The General Fund is ABC LME’s only major fund for the period ended June 30, 2009. 

 
C. Measurement Focus and Basis of Accounting 

 
In accordance with North Carolina General Statutes, all funds of ABC LME are maintained 
during the year using the modified accrual basis of accounting.  

 
Government-Wide Financial Statements. The government-wide financial statements are 
reported using the economic resources measurement focus and the accrual basis of 
accounting. Revenues are recorded when earned and expenses are recorded at the time 
liabilities are incurred, regardless of when the related cash flows take place.  Non-exchange 
transactions, in which ABC LME gives (or receives) value without directly giving (or 
receiving) equal value in exchange, include grants, entitlements, and donations.  On an 
accrual basis, revenue from grants, entitlements, and donations is recognized in the fiscal year 
in which all eligibility requirements have been satisfied. 
 
Amounts reported as program revenues include (1) charges to customers or applicants for 
goods, services, or privileges provided, (2) operating grants and contributions, and (3) capital 
grants and contributions, including special assessments.  Internally dedicated resources are 
reported as general revenues rather than as program revenues.   
 
Governmental Fund Financial Statements. Governmental funds are reported using the current 
financial resources measurement focus and the modified accrual basis of accounting. Under 
this method, revenues are recognized when measurable and available. Expenditures are 
recorded when the related fund liability is incurred, except for principal and interest on 
general long-term debt, claims and judgments, and compensated absences, which are 
recognized as expenditures to the extent they have matured. General capital asset acquisitions 
are reported as expenditures in governmental funds. Proceeds of general long-term debt and 
acquisitions under capital leases are reported as other financing sources. 
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ABC LME 
 

NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2009 

 
 

 

ABC LME considers all revenues available if they are collected within 60 days after year-
end.  ABC LME considers available revenues from receivables, which include third party and 
self-pay, to be net of uncollectible amounts.  Intergovernmental revenues and sales and 
services are not susceptible to accrual because generally they are not measurable until 
received in cash.  Expenditure-driven grants are recognized as revenue when the qualifying 
expenditures have been incurred and all other grant requirements have been satisfied.  Sales 
and fees for ancillary services are not considered measurable until received. 
 
Under the terms of grant agreements, ABC LME funds certain programs by a combination of 
specific cost-reimbursement grants, categorical block grants, and general revenues.  Thus, 
when program expenses are incurred, there are both restricted and unrestricted net assets 
available to finance the program.  It is ABC LME’s policy to first apply cost-reimbursement 
grant resources to such programs, followed by categorical block grants, and then by general 
revenues. 
 
All governmental funds of ABC LME follow FASB Statements and Interpretations issued on 
or before November 30, 1989, Accounting Principles Board Opinions, and Accounting 
Research Bulletins, unless those pronouncements conflict with GASB pronouncements. 
 

D. Budgetary Data 
 

ABC LME’s budgets are adopted as required by the North Carolina General Statutes. An 
annual budget is adopted for the General Fund.  All annual appropriations lapse at the fiscal 
year-end. 
 
All budgets are prepared using the modified accrual basis of accounting.  Expenditures may 
not legally exceed appropriations at the functional  for the General Fund.  Any revisions that 
alter the total expenditures of any fund must be approved by the governing board.  During the 
year, several immaterial amendments to the original budget were necessary.  The budget 
ordinance must be adopted by July 1 of the fiscal year or the governing board must adopt an 
interim budget that covers the time until the annual ordinance can be adopted. 
 

E. Assets, Liabilities and Fund Equity 
 

Deposits and Investments 
 
All deposits of ABC LME are made in board-designated official depositories and are secured 
as required by North Carolina G. S. 159-31.  ABC LME may designate, as an official 
depository, any bank or savings association whose principal office is located in North 
Carolina.  ABC LME may also establish time deposit accounts such as NOW and SuperNOW 
accounts, money market accounts, and certificates of deposit. 
 
State law [G.S. 159-30(c)] authorizes ABC LME to invest in obligations of the United States 
or obligations fully guaranteed both as to principal and interest by the United States; 
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ABC LME 
 

NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2009 

 
 

 

obligations of the State of North Carolina; bonds and notes of any North Carolina local 
government or public authority; obligations of certain non-guaranteed federal agencies; 
certain high quality issues of commercial paper and bankers' acceptances; and the North 
Carolina Capital Management Trust (NCCMT). 

 
ABC LME’s investments with a maturity of more than one year at acquisition and non-
money market investments are carried at fair value as determined by quoted market prices.  
The securities of the NCCMT Cash Portfolio, an SEC-registered (2a-7) money market mutual 
fund, are valued at fair value, which is the NCCMT's share price.  The NCCMT Term 
Portfolio’s securities are valued at fair value.  Money market investments that have a 
remaining maturity at the time of purchase of one year or less are reported at amortized cost. 
Non-participating interest earning investment contracts are reported at cost. 

 
   Cash and Cash Equivalents 
 

ABC LME pools the deposits and investments from its various funds to facilitate 
disbursements and investments and to maximize investment and deposit earnings.  Therefore, 
all cash and investments are essentially demand deposits and are considered cash and cash 
equivalents. 

 
    Allowance for Doubtful Accounts 

 
All receivables that historically experience uncollectible accounts are shown net of an 
allowance for doubtful accounts.  This amount is estimated by analyzing the percentage of 
receivables that were written off in prior years. 
 
Prepaid Items 

 
Certain payments to vendors reflect costs applicable to future accounting periods and are 
recorded as prepaid items. 

 
   Capital Assets 
 

ABC LME’s capital assets are recorded at original cost or estimated historical cost.  Donated 
capital assets are recorded at the estimated fair value at the date of donation.  Minimum 
capitalization cost is $5,000.  The cost of normal maintenance and repairs that do not add to 
the value of the asset or materially extend assets’ lives are not capitalized. 
 

19



ABC LME 
 

NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2009 

 
 

 

ABC LME capital assets are depreciated on a straight line basis over the following estimated 
useful lives: 

 
Estimated

Asset Useful Lives
Buildings 40
Other improvements 40
Furniture and fixtures 10
Vehicles and motor equipment 5
Computers and software 3-5  

 
 
ABC LME evaluates prominent events or changes in circumstances affecting capital assets to 
determine whether impairment of a capital asset has occurred.  A capital asset is generally 
considered impaired if both (a) the decline in service utility of the capital asset is large in 
magnitude and (b) the event or change in circumstance is outside the normal life cycle of the 
capital asset.  Impaired capital assets that will no longer be used by the government are 
reported at carrying value.  Impairment losses on capital assets that will continue to be used 
by the government are measured using the method that best reflects the diminished service 
utility of the capital asset.  Any insurance recoveries received as a result of impairment events 
or changes in circumstances resulting in the impairment of a capital asset are netted against 
the impairment loss.   

 
Compensated Absences 
 
The vacation policy of ABC LME provides for the accumulation of up to thirty (30) days 
earned vacation leave with such leave being fully vested when earned.  For ABC LME’s 
government-wide funds, an expense and a liability for compensated absences and the salary-
related payments are recorded as the leave is earned.  ABC LME has assumed a first-in, first-
out method of using accumulated compensated time.  The portion of that time that is 
estimated to be used in the next fiscal year has been designated as a current portion in the 
government-wide financial statements. 
 
The sick leave policy of ABC LME provides for an unlimited accumulation of earned sick 
leave.  Sick leave does not vest, but any unused sick leave accumulated at the time of 
retirement may be used in the determination of length of service for retirement benefit 
purposes.  Since ABC LME has no obligation for accumulated sick leave until it is actually 
taken, no accrual for sick leave has been made. 
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Net Assets/Fund Balance 
 
Net Assets 
 
Net assets in government-wide financial statements are classified as invested in capital assets, 
net of related debt; restricted; and unrestricted.  Restricted net assets represent constraints on 
resources that are either externally imposed by creditors, grantors, contributors, or laws or 
regulations of other governments or imposed by law through state statutes.  
 
Fund Balances 

 
In the governmental fund financial statements, reservations or restrictions of fund balance 
represent amounts that are not appropriable or are legally segregated for a specific purpose.  
Designations of fund balance represent tentative management plans that are subject to 
change.   

 
State law [G.S. 159-13(b)(16)] restricts the appropriation of fund balance to an amount not to 
exceed the sum of cash and investments minus the sum of liabilities, encumbrances and 
deferred revenues arising from cash receipts as those amounts stand at the close of the fiscal 
year preceding the budget year.  Under State law ABC LME is not required to use, and does 
not use, an encumbrance system. 
 
The governmental fund types classify fund balances as follows: 
   
Reserved 
 
Reserved by State Statute - Portion of fund balance not available for appropriation under 
State law [G.S. 159-8(a)].  This amount is usually comprised of accounts receivable and 
interfund receivables which are not offset by deferred revenues. 
 
Reserved for Prepaid Expenses - Portion of fund balance not available for appropriation 
because it represents the year-end fund balance of prepaid expenses, which are not 
expendable, available resources. 
 
Unreserved 
    
Designated for Subsequent Year’s Expenditures - Portion of total fund balance available 
for appropriation that has been designated for the adopted 2009-2010 budget ordinance. 
 
Designated for Future Retirees’ Health Insurance Benefits - Portion of total fund balance 
available for appropriation that has been designated to cover the cost to provide future 
retirees’ health insurance benefits. 
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Undesignated - Portion of total fund balance available for appropriation that is uncommitted 
at year-end. 
 
Use of Estimates 
 
The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect certain 
reported amounts and disclosures.  Accordingly, actual results could differ from those 
estimates.  Significant areas where estimates are made are:  allowance for doubtful accounts 
and depreciation lives.  

 
2. Detail Notes on All Funds 
 
 A. Assets 
 
  Deposits 
 

All of ABC LME’s deposits are either insured or collateralized by using one of two methods.  
Under the Dedicated Method, a separate escrow account is established by each depository in 
the name of each local unit and the responsibility of monitoring collateralization rests with 
the local unit.  Under the Pooling Method, which is a collateral pool, each depository 
establishes an escrow account in the name of the State Treasurer to secure all of its public 
deposits. This option shifts the monitoring responsibility from the local unit to the State 
Treasurer.  The amount of the pledged collateral is based on an approved averaging method 
for non-interest bearing deposits and the actual current balance for interest-bearing deposits.  
Depositories using the Pooling Method report to the State Treasurer the adequacy of their 
pooled collateral covering uninsured deposits.  The State Treasurer does not confirm this 
information with ABC LME or the escrow agent.  Because of the inability to measure the 
exact amount of collateral pledged for ABC LME under the Pooling Method, the potential 
exists for undercollateralized deposits, and this risk may increase in periods of high cash 
flows. However, the State Treasurer of North Carolina enforces strict standards of financial 
stability for each depository that collateralizes public deposits under the Pooling Method. 
ABC LME has no policy regarding custodial credit risk for deposits, but relies on the State 
Treasurer to enforce standards of minimum capitalization for all pooling method financial 
institutions and to monitor them for compliance.  ABC LME complies with the provisions of 
G.S. 159-31 when designating official depositories and verifying that deposits are properly 
secured.  
 
At June 30, 2009, ABC LME’s deposits had a carrying amount of $7,073,496 and a bank 
balance of $7,748,752.  Of the bank balance, $500,000 was covered by federal depository 
insurance and $7,248,752 was covered by collateral held under the Pooling Method.  Cash on 
hand was $100. 
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Investments 
 

At June 30, 2009, ABC LME had the following investments and maturities. 
 

Investment Type Rating Fair Value
Less Than
6 Months 6-12 Months

NC Capital Management
Trust Cash Portfolio AAAm 4,294,924   N/A N/A
US Government Agencies AAA 2,576,068   -                2,576,068     

 
Interest Rate Risk – ABC LME has no formal policy regarding interest rate risk. 
 
Credit Risk – ABC LME has no formal policy regarding credit risk, but has internal 
management procedures that limits its investments to the provisions of G.S. 159-30 and 
restricts the purchase of securities to the highest possible ratings whenever particular types of 
securities are rated.  The investment in the NC Capital Management Trust Cash Portfolio 
carried a credit rating of AAAm by Standard & Poor’s as of June 30, 2009.  The Term 
Portfolio is authorized to invest in obligations of the US government and agencies, and in 
high grade money market instruments as permitted under North Carolina General Statutes 
159-30 as amended.  The investment in the US Government Agencies (Federal Home Loan 
Bank) are rated AAA by Standard & Poor’s. 
 
Concentration of Credit Risk – More than 5 percent of ABC LME’s investments are in the 
Federal Home Loan Bank.  This investment is 100% of ABC LME’s total investments. 
 
Receivables 
 
Receivables at the government-wide level at June 30, 2009 were as follows: 

 
Accounts Other Total

Governmental Activities:
General 2,718,008$           48,015$                2,766,023$            
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Capital Assets 
 

A summary of changes in ABC LME’s capital assets is as follows: 
 

Balance Balance
June 30, 2008 Increases Decreases June 30, 2009

Non-depreciable Assets:
Land 470,360$        -$                 35,000$            435,360$        
Construction in progress 146,224           -                    146,224            -                       
Total capital assets being depreciated 616,584           -                    181,224            435,360           

Depreciable Assets:
Buildings  4,901,331      157,940      -                       5,059,271      
Other improvements 73,224           36,752        -                       109,976         
Computers 1,033,783      -                  -                       1,033,783      
Computer software 350,561         -                  -                       350,561         
Furniture and fixtures 1,267,481      93,933        5,270               1,356,144      
Vehicles and motor equipment 408,173         -                  18,785             389,388         
Copier 8,000               -                    -                        8,000               
Total capital assets being depreciated 8,042,553        288,625        24,055              8,307,123        

Less Accumulated Depreciation:
Buildings 1,924,069      132,202      -                       2,056,271      
Other improvements 11,617           7,855          -                       19,472           
Computers 1,367,434      -                  -                       1,367,434      
Computer software 366,144         -                  -                       366,144         
Furniture and fixtures 537,123         7,085          5,270               538,938         
Vehicles and motor equipment 398,355         7,611          18,785             387,181         
Copier 1,188               1,825            -                        3,013               
Total accumulated depreciation 4,605,930        156,578$      24,055$            4,738,453        
Total depreciated capital assets, net 3,436,623        3,568,670        
Total governmental capital assets, net 4,053,207$      4,004,030$      
 

 
Depreciation expense was charged to function/programs of the primary government as 
follows:  

 
Administration 116,167$        
Program services 40,411            
Total depreciation expense 156,578$        
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 B. Liabilities 

 
Payables 

 
Payables at the government-wide level at June 30, 2009 were as follows: 
 

Vendors Other Total
Governmental Activities:
General 1,109,101$          126,160$             1,235,261$          
 
Pension Plan Obligations 

    
Local Governmental Employees' Retirement System 

 
Plan Description ABC LME contributes to the statewide Local Governmental Employees' 
Retirement System (LGERS), a cost-sharing multiple-employer defined benefit pension 
plan administered by the State of North Carolina.  LGERS provides retirement and 
disability benefits to plan members and beneficiaries.  Article 3 of G.S. Chapter 128 
assigns the authority to establish and amend benefit provisions to the North Carolina 
General Assembly.  The Local Governmental Employees' Retirement System is included 
in the Comprehensive Annual Financial Report (CAFR) for the State of North Carolina.  
The State's CAFR includes financial statements and required supplementary information 
for LGERS.  That report may be obtained by writing to the Office of the State Controller, 
1410 Mail Service Center, Raleigh, North Carolina 27699-1410, or by calling (919) 981-
5454. 
 
Funding Policy Plan members are required to contribute six percent of their annual 
covered salary.  ABC LME is required to contribute at an actuarially determined rate.  The 
current rate is 4.80% of annual covered payroll.  The contribution requirements of the 
members and of ABC LME are established and may be amended by the North Carolina 
General Assembly.  ABC LME’s contributions to LGERS for the years ended June 30, 
2009, 2008, and 2007 were $181,402, $175,709 and $72,893, respectively.  The 
contributions made by ABC LME equaled the required contributions for each year. 

 
Deferred Compensation Plan 

 
ABC LME offers its employees a deferred compensation plan created in accordance with 
Internal Revenue Code Section 457.  The plan, which is available to all ABC LME 
employees, permits them to defer a portion of their salary until future years.  The deferred 
compensation is not available to employees until termination, retirement, death, or 
unforeseeable emergency.  In accordance with GASB Statement 32, “Accounting and 
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Financial Reporting for Internal Revenue Code Section 457 Deferred Compensation 
Plans”, ABC LME’s Deferred compensation Plan requires all assets of the plan to be held 
in trust for the exclusive benefit of the participants and their beneficiaries. 
 
Other Postemployment Benefits - Healthcare Benefits 
 
Plan Description 
 
In addition to providing pension benefits, ABC LME has elected to provide healthcare 
benefits to retirees of ABC LME who have at least twenty years of service with the North 
Carolina Local Governmental Employees’ Retirement System (System), final 10 years of 
service must be with ABC LME.  Six participants have been grandfathered to be eligible 
with 10 years of employment due to a merger.  Pre-65 coverage is the same as the 
sponsor’s group health coverage for active employees.  Medicare supplement and drug 
coverage are offered to post-65 retirees only with no spousal coverage offered. Retired 
employees meeting the criteria discussed herein will be provided hospitalization in the 
same manner as the active ABC LME employees.  ABC LME pays 100% of the retiree 
premium costs.  Pre-65 retirees can purchase coverage for their dependents at ABC LME’s 
group rates if they had dependent coverage at retirement.  Currently, 88 retirees are 
eligible for post-retirement health benefits.  For the fiscal year ended June 30, 2009, ABC 
LME made payments for post-retirement health benefit premiums of $197,021.  ABC 
LME has a self-funded health insurance plan with a third party administrator.   
 
Membership of the Plan consisted of the following at July 1, 2007, the date of the latest 
actuarial valuation: 
 

General
Employees

Retirees and dependents receiving benefits 23                 
Terminated plan members entitled to, but not
  yet receiving, benefits -                   
Active plan members 65                 
            Total 88                 

 
 
Funding Policy.  ABC LME pays 100% of the cost of coverage for the healthcare benefits 
paid to qualified retirees under a board resolution that can be amended by ABC LME’s 
Board.  ABC LME’s members pay the current active employee rate for dependent 
coverage, if the retiree elects to purchase the coverage.  ABC LME has chosen to fund the 
healthcare benefits on a pay-as-you-go basis. 
 
The current ARC rate is 12.77% of annual covered payroll.  For the current year, ABC 
LME contributed $197,021, or 5.17% of annual covered payroll.  ABC LME has a self 
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funded insurance plan with a third party administrator for health care coverage.  There 
were contributions made by employees for dependent coverage in the amount of $28,656.  
ABC LME’s obligation to contribute to the Plan is established and may be amended by 
ABC LME’s Board.   
 
Summary of Significant Accounting Policies 
 
Post-employment expenditures are made from the General Fund, which is maintained on 
the modified accrual basis of accounting.  Funds are set aside to pay benefits and 
administration costs.  These expenditures are paid as they come due. 
 
Annual OPEB Cost and Net Obligation 
 
ABC LME’s annual OPEB cost (expense) is calculated based on the annual required 
contribution of the employer (ARC), an amount actuarially determined in accordance with 
the parameters of GASB statement 45.  The ARC represents a level of funding that, if paid 
on an ongoing basis, is projected to cover normal cost each year and amortize any 
unfunded actuarial liabilities (or funding excess) over a period not to exceed thirty years.  
The following table shows the components of ABC LME’s annual OPEB cost for the year, 
the amount actually contributed to the plan, and changes in ABC LME’s net OPEB 
obligation for the healthcare benefits:   
 

Governmental
Activities

Annual required contribution 487,000$           
Interest on net OPEB obligation -                        
Adjustments to annual required contribution -                        
Annual OPEB cost (expense) 487,000             
Contributions made (197,021)           
Increase (decrease) in net OPEB obligation 289,979             
Net OPEB obligation, beginning of year -                        
Net OPEB obligation, end of year 289,979$            
 
ABC LME’s annual OPEB cost, the percentage of annual OPEB cost contributed to the 
plan, and the net OPEB obligation for 2009 were as follows: 
 

Year Ended Annual Percentage of Annual Net OPEB
June 30 OPEB Cost OPEB Cost Contributed Obligation

2009 487,000$      40.5% 289,979$        
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Fund Status and Funding Progress 
 
As of July 1, 2007, the most recent actuarial valuation date, the plan was not funded.  The 
actuarial accrued liability for benefits was $5,939,197.  The covered payroll (annual 
payroll of active employees covered by the plan) was $3,813,231, and the ratio of the 
UAAL to the covered payroll was 155.8 percent.  Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts and assumptions about the probability 
of occurrence of events far into the future.  Examples include assumptions about future 
employment, mortality, and healthcare trends.  Amounts determined regarding the funded 
status of the plan and the annual required contributions of the employer are subject to 
continual revision as actual results are compared with past expectations and new estimates 
are made about the future.  The schedule of funding progress, presented as required 
supplementary information following the notes to the financial statements, presents 
multiyear trend information about whether the actuarial accrued liabilities for benefits. 
 
Actuarial Methods and Assumptions 
 
Projections of benefits for financial reporting purposes are based on the substantive plan 
(the plan as understood by the employer and the plan members) and include the types of 
benefits provided at the time of each valuation and the historical pattern of sharing of 
benefit costs between the employer and plan members at that point.  The actuarial methods 
and assumptions used include techniques that are designed to reduce the effects of short-
term volatility in actuarial accrued liabilities and the actuarial value assets, consistent with 
the long-term perspective of the calculations.    
 
In the July 1, 2007 actuarial valuation, the projected unit credit actuarial cost method was 
used.  The actuarial assumptions included a 4.50 percent investment rate of return (net of 
administrative expenses), which is the expected long-term investment returns on the 
employer’s own investments calculated based on the funded level of the plan at the 
valuation date, and an annual medical cost trend increase of 10.00. This rate decreases at a 
rate of 0.50% per year until an ultimate rate of 5.00% is reached.  Rates included a 3.75 
percent inflation assumption.  The actuarial value of assets, if any, was determined using 
techniques that spread the effects of short-term volatility in the market value of 
investments over a five-year period.  The UAAL is being amortized as a level percentage 
of projected payroll on an open basis.  The remaining amortization period at July 1, 2007, 
was 30 years. 
 
Other Employment Benefits 
 
ABC LME has elected to provide death benefits to employees through the Death Benefit 
Plan for members of the Local Governmental Employees' Retirement System (Death 
Benefit Plan), a multiple-employer, State-administered, cost-sharing plan funded on a one-
year term cost basis.  The beneficiaries of those employees who die in active service after 
one year of contributing membership in the System, or who die within 180 days after 
retirement or termination of service and have at least one year of contributing membership 
service in the System at the time of death are eligible for death benefits.  Lump-sum death 
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benefit payments to beneficiaries are equal to the employee's 12 highest months' salary in 
a row during the 24 months prior to the employee's death, but the benefit may not exceed 
$50,000 or be less than $25,000.  ABC LME has no liability beyond the payment of 
monthly contributions.  Contributions are determined as a percentage of monthly payroll, 
based upon rates established annually by the State.  Because the benefit payments are 
made by the Death Benefit Plan and not by ABC LME, does not determine the number of 
eligible participants.  For the fiscal year ended June 30, 2009, ABC LME made 
contributions to the State for death benefits of $4,195 representing .11% of covered 
payroll.  The contributions to the Death Benefit Plan cannot be separated between the 
post-employment benefit amount and the other benefit amount. 
 
Employees have the option to continue group coverage for a maximum of 18 months if 
terminated or hours worked are reduced causing an employee to be ineligible for coverage.  
An employee who is disabled may continue for an additional 11 months.  Covered 
dependents have the option to continue group coverage for a maximum of 36 months if 
their coverage is terminated due to employee’s death, divorce, or legal separation, 
employee’s entitlement to Medicare or a dependent child ceases to be a dependent under 
the terms of the group’s coverage. 

 
As ABC LME is generally self-insured, actual claims paid for former employees will be 
different than premiums paid by these former employees for coverage continuance but no 
assessment of net cost of net benefit to ABC LME has been calculated.  These 
expenditures are recognized in the fiscal year the claims service date relates to and 
premiums are received for.  Claims are paid weekly and premiums are paid at the 
beginning of each month of covered service. 
 
Risk Management 

 
ABC LME is exposed to various risks of losses related to torts; theft of, damage to, and 
destruction of assets; errors and omissions; injuries to employees; and natural disasters.  
ABC LME has established a risk management program to account for and finance its 
uninsured risks of loss. 
 
Under ABC LME’s risk management program, the risk management program provides 
coverage for health insurance up to a maximum of $40,000 for each individual claim.  
ABC LME purchases commercial insurance for individual medical claims in excess of 
$40,000 and aggregate claims in excess of $1,000,000.  Settled claims have not exceeded 
this commercial coverage in any of the last three fiscal years. 
 
ABC LME participates in the program and makes payments to the risk management 
program based on actuarial estimates of the amounts needed to pay prior-and current-year 
claims and to establish a reserve for catastrophe losses.  Amounts withheld from 
employees and the ABC LME’s general funds are available to pay claims, claim reserves 
and administrative costs of the program.  The claims liability of $15,009 reported in the 
General Fund at June 30, 2009 is based on the requirements of Governmental Accounting 
Standards Board Statement No. 10, which requires that a liability for claims be reported if 
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information prior to the issuance of the financial statements indicates that it is probably 
that a liability has been incurred at the date of the financial statements and the amount of 
loss can be reasonably estimated.   
 
Changes in the reported liability since July 1, 2000 were as follows: 
 

Current Year
Beginning of Claims and Liability
Fiscal Year Changes in Claim at Fiscal

Year Liability Estimates Payments Year-End
2000-2001 190,000$               781,273$               846,273$              125,000$             
2001-2002 125,000                 1,104,484              1,079,484             150,000               
2002-2003 150,000                 1,171,501              1,151,501             170,000               
2003-2004 170,000                 1,105,591              1,110,591             165,000               
2004-2005 165,000                 735,296                 765,296                135,000               
2005-2006 135,000                 352,080                 452,080                35,000                 
2006-2007 35,000                   144,472                 161,472                18,000                 
2007-2008 18,000                   409,067                 405,055                22,012                 
2008-2009 22,012                   415,019                 422,022                15,009                 

 
Cafeteria Plan 
 
ABC LME also adopted a Section 125 Cafeteria Plan effective June 1, 1989, which allows 
covered employees the opportunity to pay for dependent health coverage on a pre-tax 
basis. 
 
ABC LME does carry flood insurance with amounts of coverage of $657,300 for buildings 
and $500,000 for contents in the Somewhere offices.  There is a $500 deductible for each.  
 
In accordance with G.S. 159-29, ABC LME employees that have access to $100 or more 
at any given time of ABC LME’s funds are covered under the crime section of the risk 
management blanket bond coverage of $250,000 with a $1,000 deductible. 
 
ABC LME carries commercial coverage against all other risks of loss, including property, 
general liability, and flood insurance.  There have been no significant reductions in 
insurance coverage from the previous year and settled claims have not exceeded coverage 
in any of the past three fiscal years. 
 
State 401(k) Plan 

 
ABC LME’s employees may participate in the State 401(k) plan administered by 
Nationwide Retirement Solutions and Prudential Retirement.  ABC LME is not required to 
and does not contribute to the plan. 
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Long-Term Obligations  

 
   Changes in Long-Term Liabilities 
  

The following is a summary of changes in ABC LME’s long-term obligations for the 
fiscal year ended June 30, 2009: 
 

Current
Portion

Balance Balance of
June 30, 2008 Additions Retirements June 30, 2009 Balance

Governmental Activities:
Compensated absences 296,758$         253,798$    208,049$         342,507$             203,565$   
Other post-employment benefits -                      487,000    197,021         289,979              -                

296,758$         740,798$   405,070$        632,486$             203,565$    
 
Compensated absences for governmental activities has typically been liquidated in the 
General Fund. 
 

3. Summary Disclosure of Significant Contingencies 
 
 Federal and State Assisted Programs 

 
ABC LME received approximately 74 percent of its General Fund revenue from State and federal 
(passed through the State) award programs ABC LME administers.  ABC LME received 
approximately 18 percent of its General Fund revenue from the Medicaid program as fees for 
services.  Any significant changes, increases or decreases, in funding for these programs could 
result in a material change in the operations of ABC LME. 

 
ABC LME has received proceeds from several federal and State grants.  Periodic audits of these 
grants are required and certain costs may be questioned as not being appropriate expenditures 
under the grant agreements.  Such audits could result in a refund of grant monies to the grantor 
agencies.  The majority of refunds/paybacks for grant monies are due to an overpayment to ABC 
LME for which revenues exceeded expenditures.  Management believes that any required refunds 
will be immaterial.   
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4. Special Item 
 

During the year ended June 30, 2009, ABC LME received a one-time contribution of cash from 
DEF County.  This money was contributed to assist in the operations of ABC LME, a local 
management entity that absorbed the operations of DEF County Mental Health, effective July 1, 
20xx.  This item is reflected on the government-wide statements as a special item because it is 
unusual in nature but under the control of management. 
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Schedule 1

ABC LME

OTHER POST-EMPLOYMENT BENEFITS
REQUIRED SUPPLEMENTARY INFORMATION
FOR THE YEAR ENDED JUNE 30, 2009

Actuarial 
Valuation 

Date

Actuarial 
Value of 
Assets

Actuarial Accrued 
Liability (AAL) - 

Projected Unit 
Credit

Unfunded AAL 
(UAAL)

Funded 
Ratio

Covered 
Payroll

UAAL as a % 
of Covered 

Payroll
(a) (b) (b - a) (a/b) (c) ((b-a)/c)

7/1/2007 -$                 5,939,197$             5,939,197$     0% 3,813,231$      155.8%

Year Ending 
June 30,

Annual 
Required 

Contribution
Percentage 
Contributed

2009 $487,000 0%
 

Notes to the Required Schedules:
The information presented above was determined as part of the actuarial valuation at the dates indicated.
Additional information as of the latest valuation follows:

Valuation date 7/1/2007
Actuarial cost method Projected unit credit
Amortization method Level percent of pay, open
Remaining amortization period 30 years
Asset valuation method Market value
Actuarial assumptions:
Investment rate of return * 4.50%
Medical cost trend rate 10.00%-5.00%

*  Includes inflation at 3.75%

Schedule of Funding Progress

Schedule of Employer Contributions
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Schedule 2
Page 1 of 3

ABC LME

GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE - BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2009
WITH COMPARATIVE ACTUAL AMOUNTS FOR THE YEAR ENDED JUNE 30, 2008

 2008 
Variance

Budget Actual Over/Under Actual
Revenues:
Federal and State Revenue:
Mental Health - Adult (UCR) 289,018$          267,469$           -$                       522,045$          
Mental Health - Child (UCR) 239,382            115,417             -                         106,116            
Substance Abuse - Adult (UCR) 4,074,714         3,805,911          -                         3,955,295         
Substance Abuse - Child (UCR) 1,380,035         1,001,909          -                         878,457            
Developmental Disability - Adult (UCR) 522,197            516,170             -                         1,173,854         
Developmental Disability - Child (UCR) 86,359              86,355               -                         290,574            
Shelter Plus Grant 368,181            361,565             -                         234,677            
State Non-UCR 136,757            7,756                 -                         -                       
Miscellaneous Federal and State 763,200            225,371             -                         -                       
LME Service Management 5,499,366         5,497,367          -                         5,878,869         
Single Stream IPRS 19,191,448       19,070,448        -                         15,736,983       
Mental Health Trust Fund -                        -                        -                         1,194,070         
Total 32,550,657       30,955,738        (1,594,919)$       29,970,940       

Local Revenue:
ABC Co. appropriations 156,599            156,599             -                         165,099            
DEF Co. appropriations 44,590              44,590               -                         44,590              
GHI Co. appropriations 249,827            249,827             -                         249,827            
JKL Co. appropriations 37,734              37,734               -                         37,734              
MNO Co. appropriations 77,750              77,750               -                         77,750              
PQR Co. appropriations 27,671              27,670               -                         27,670              
STU Co. appropriations 77,614              77,614               -                         77,614              
VWX Co. appropriations 30,593              30,593               -                         33,142              
YZA Co. appropriations 600,000            600,000             -                         600,000            
Interest income 185,000            419,035             -                         425,080            
ABC funds 156,500            172,728             -                         166,122            
Miscellaneous revenue 258,000            253,498             -                         35,692              
Rental income 185,401            146,349             -                         138,816            
Contracted services -                        -                        -                         -                       
Total 2,087,279         2,293,987          206,708             2,079,136         
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Third Party Revenue:
Direct pay fees -                        360                    -                         (1,147,939)       
Medicaid fees 7,000,000         7,489,342          -                         6,053,330         
CAP/MR/DD 405,000            446,486             -                         459,898            
Total 7,405,000         7,936,188          531,188             5,365,289         

Total revenues 42,042,936       41,185,913        (857,023)            37,415,365       

Expenditures:
General Administration:
Administration/Government 1,208,001         1,122,488          85,513               931,195            
Business Management/HR 1,610,466         1,315,595          294,871             1,430,931         
Claims Processing 219,028            202,754             16,274               200,395            
Information Technology 663,224            642,067             21,157               544,020            
Provider Relations 897,748            861,762             35,986               772,858            
Access 556,889            531,241             25,648               496,876            
UR/Service Management 929,176            878,092             51,084               1,111,997         
Cons Affairs 256,424            238,798             17,626               260,993            
Quality Improvement 267,324            251,393             15,931               185,687            
Total general administration 6,608,280         6,044,190          564,090             5,934,952         

Contracts:
State Fund-UCR 11,832,556       12,409,219        (576,663)            8,934,362         

Non-UCR 16,719,481       14,044,945        2,674,536          10,426,912       

Other Contracts: 35,155              38,022               (2,867)                5,300                
Medicaid pass thru 7,000,000         7,482,092          (482,092)            5,699,255         
Other Contracts 866,999            969,316             (102,317)            416,858            
Cap MR 405,000            433,734             (28,734)              489,903            
Total other contracts 8,307,154         8,923,164          (616,010)            6,611,316         

Total Contracts 36,859,191       35,377,328        1,481,863          25,972,590       
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Other Program Services:
Mental Health Trust Fund 800,240            738,398             61,842               509,473            
Program1 272,261            240,189             32,072               326,669            
Program2 295,307            267,413             27,894               302,305            
Program3 121,848            102,505             19,343               80,565              
Program4 505,958            489,986             15,972               -                       
Program5 127,158            115,406             11,752               -                       
Program6 25,000              16,511               8,489                 -                       
Program7 70,645              45,920               24,725               -                       
Total other program services 2,218,417         2,016,328          202,089             1,219,012         

Total expenditures 45,685,888       43,437,846        2,248,042          33,126,554       

Revenues over (under) expenditures (3,642,952)        (2,251,933)        1,391,019          4,288,811         

Special Items:
Contributions of cash and receivables 

from other entities -                       550,000             550,000             9,762,496         

Fund balance appropriated 3,642,952         -                        (3,642,952)         -                       

Change in fund balance -$                      (1,701,933)        (1,701,933)$       14,051,307       

Fund Balances:
Beginning of year - July 1 17,259,204        3,207,897         
End of year - June 30 15,557,271$      17,259,204$     
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Variance
Budget Actual Over/Under

Expenditures:
Salaries and wages 3,875,264$          3,813,231$          62,033$               
Board member expense 18,800                 11,208                 7,592                   
Fringe benefits 1,217,265            969,626               247,639               
Retiree hospitalization 243,678               197,021               46,657                 
Other professional expense 595,000               566,930               28,070                 
Housecleaning/supplies 4,000                   2,598                   1,402                   
Food/providers 8,300                   4,101                   4,199                   
Education/medical 4,200                   1,568                   2,632                   
Vehicles supplies/maintenance 800                      1,081                   (281)                    
Office supplies 28,450                 26,827                 1,623                   
Other supplies/materials 45,800                 37,654                 8,146                   
Travel 163,500               151,961               11,539                 
Communication 314,700               286,789               27,911                 
Utilities 94,500                 73,305                 21,195                 
Printing 2,500                   9                          2,491                   
Repairs/maintenance 197,100               101,739               95,361                 
Advertising 9,000                   10,007                 (1,007)                 
Data processing services 8,500                   11,504                 (3,004)                 
Other - Train/Travel/Sub/Misc 76,000                 72,821                 3,179                   
Rental 23,800                 18,643                 5,157                   
Service/maintenance 279,500               251,603               27,897                 
Insurance 307,400               222,331               85,069                 
Dues and subscriptions/Other charges 117,150               105,650               11,500                 
Capital Outlay - DP 177,900             93,932                83,968               
Capital Outlay - Buildings 43,055                 48,469                 (5,414)                 
Medicaid pass thru 7,000,000            7,482,092            (482,092)             
Federal Non UCR IPRS 3,727,437            3,709,025            18,412                 
State Non-UCR 12,992,044          10,335,920          2,656,124            
Other contracts 866,999               969,316               (102,317)             
CAP MR 405,000               433,734               (28,734)               
State Fund-UCR 11,069,356          12,184,219          (1,114,863)          
Other state 763,200               225,000               538,200               
Contracts: MHTF 700,240               738,398               (38,158)               
Contracts: Prov Rel 5,000                   3,000                   2,000                   
Contracts: IT -                          217                      (217)                    
Contracts: Other 280,450               276,317               4,133                   
Other Non-operating 20,000                 -                          20,000                 
Total expenditures 45,685,888$        43,437,846$        2,248,042$          
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