











Our audit was made for the purpose of forming an opinion on the basic financial statements of
XYZ Service Provider taken as a whole. The accompanying supplementary information in
Schedule 1 and Schedule 2 is presented for purposes of additional analysis and is not a required
part of the basic financial statements. The information in these schedules has been subjected to
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly presented in all material respects in relation to the basic financial statements taken as a
whole.

Martin Starnes & Associates, CPAs, P.A.
September 4, 2009



XYZ SERVICE PROVIDER

STATEMENT OF FINANCIAL POSITION

JUNE 30, 2009

Assets:

Cash

Accounts receivable, net
Prepaid expenses

Total current assets
Fixed assets, net

Total assets

Liabilities:

Accounts payable

Accrued expenses

Current installments of long-term debt

Deferred revenue

Total current liabilities

Long-term debt

Total liabilities

Net Assets:
Unrestricted

Total liabilities and net assets

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

Exhibit A

42,196
963,479
32,164

1,037,839

838,321

1,876,160

119,171
623,886
30,584

436,866

1,210,507

658,522

1,869,029

7,131

$

1,876,160




Exhibit B

XYZ SERVICE PROVIDER Page L of2
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2009
Temporarily
Unrestricted Restricted Totals
Revenues, Support and Reclassifications:
Fees for service:
Contract services $ 8,134,930 $ - $ 8,134,930
Noncontract services 43,670 - 43,670
Insurance reimbursements 2,785,540 - 2,785,540
Self-pay 626,476 - 626,476
Other operating revenues 27,302 - 27,302
Interest 2,677 - 2,677
Contributions and donations 345 - 345
Grants - 15,825 15,825
Total revenues and support 11,620,940 15,825 11,636,765
Net assets released from restriction 15,825 (15,825) -
Total revenues, support, and reclassifications 11,636,765 - 11,636,765
Expenses:
Program services:
Program #1 248,196 - 248,196
Program #2 146,330 - 146,330
Program #3 275,798 - 275,798
Program #4 433,869 - 433,869
Program #5 203,647 - 203,647
Program #6 136,493 - 136,493
Program #7 507,466 - 507,466
Program #8 732,546 - 732,546
Program #9 958,390 - 958,390
Program #10 247,317 - 247,317
Program #11 614,668 - 614,668
Program #12 52,895 - 52,895
Program #13 147,556 - 147,556
Program #14 238,188 - 238,188
Program #15 225,726 - 225,726
Program #16 1,114,650 - 1,114,650
Program #17 715,934 - 715,934
Program #18 98,171 - 98,171

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



Exhibit B

XYZ SERVICE PROVIDER Page 2 of2

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2009

Temporarily
Unrestricted Restricted Totals

Program #19 $ 133,079 $ - $ 133,079
Program #20 287,038 - 287,038
Program #21 47,639 - 47,639
Program #22 159,516 - 159,516
Program #23 470,198 - 470,198
Program #24 243,814 - 243,814
Program #25 401,061 - 401,061
Program #26 325,864 - 325,864
Program #27 204,883 - 204,883
Program #28 109,431 - 109,431
Program #29 139,243 - 139,243
Program #30 224,217 - 224,217
Program #31 64,231 - 64,231
Program #32 360,323 - 360,323
Program #33 15,833 - 15,833
Program #34 56,481 - 56,481
Program #35 40,223 - 40,223
Program #36 126,006 - 126,006
Program #37 116,759 - 116,759
Program #38 7,780 - 7,780
Program #39 6,107 - 6,107

Supporting services:

General and administrative 1,698,130 - 1,698,130
Total expenses 12,335,696 - 12,335,696
Increase (decrease) in net assets (698,931) - (698,931)
Net assets:

Beginning of year - July 1 706,062 - 706,062
End of year - June 30 $ 7,131 $ - 7,131

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



XYZ SERVICE PROVIDER

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2009

Cash Flows from Operating Activities:
Increase (decrease) in net assets
Adjustments to reconcile net cash
provided by operating activities:
Depreciation expense
Change in assets and liabilities:
(Increase) decrease in:
Accounts receivable
Other receivable
Prepaid expenses
Increase (decrease) in:
Accounts payable
Accrued expenses
Deferred revenues

Net cash provided (used) by operating activities

Cash Flows from Investing Activities:
Acquisition of capital assets

Cash Flows from Financing Activities:
Principal debt repayments

Net increase (decrease) in cash
and cash equivalents

Cash and cash equivalents:
Beginning of year - July 1

End of year - June 30

Supplemental Information:
Interest paid

Non-cash Investing and Financing Activities:
Long-term debt incurred to acquire fixed assets

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

Exhibit C

$ (698,931)

102,420

(22,218)
9,000

(69,544)
45,697
314,736

(318,840)

(125,477)

(22,475)

(466,792)

508,988

$ 42,196

$ 52,120

$ 239,000




XYZ SERVICE PROVIDER

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

Summary of Significant Accounting Policies

The financial statements of XYZ Service Provider (the "Organization™) have been prepared
on the accrual basis and conform to generally accepted accounting principles as applicable
to nonprofit organizations. The following is a summary of the more significant accounting
policies:

A.

Reporting Entity

XYZ Service Provider, a nonprofit organization established in 20XX, provides a
variety of mental health and substance abuse services for residents of Anywhere,
North Carolina and surrounding areas. The Organization’s administrative offices are
located in Anywhere, North Carolina. Clients consist primarily of referrals from
ABC LME, a Local Managing Entity (LME) for publicly supported mental health
services as well as other LME’s.

Basis of Presentation

The Organization prepares its financial statements on the accrual basis of accounting
and, accordingly, reports all significant receivables, payables, and other liabilities.
The financial statements are presented in accordance with Statement of Financial
Accounting Standards (SFAS) No. 117, Financial Statements of Not-For-Profit
Organizations, which requires the Organization to report information regarding its
financial position and activities according to three classes of net assets: unrestricted
net assets, temporarily restricted net assets, and permanently restricted net assets.

Cash and Cash Equivalents

For purposes of reporting cash flows, cash and cash equivalents include cash in bank,
cash on hand, and investments with an original maturity date of three months or less.

Accounts Receivable
The Organization uses the allowance method of accounting for recording bad debts

arising from uncollectible accounts. The allowance for doubtful accounts is based on
historical experience and a review of the existing receivables.



XYZ SERVICE PROVIDER

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

E. Fixed Assets

Fixed assets are stated at cost. Contributed fixed assets are recorded at fair market
value. Minimum capitalization costs are $1,000 for all asset categories. The cost of
normal maintenance and repairs that do not add to the value of the asset or materially
extend the asset’s life is not capitalized. Depreciation is computed on the straight-line
basis, applying the following useful lives:

Estimated
Asset Useful Lives
Buildings 40 years
Equipment 5-10 years
Vehicles 5 years

F. Net Assets
Net assets are classified as follows:

Unrestricted: These net assets are available for the unrestricted use of the
Organization.

G. 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.

2. Accounts Receivable

Accounts receivable at June 30, 2009 are as follows:

Accounts receivable $ 1,248,905
Sales tax receivable 44 574

1,293,479
Less: Allowance for doubtful accounts (330,000)
Accounts receivable, net $ 963,479



XYZ SERVICE PROVIDER

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

Fixed Assets

The Organization’s fixed assets at June 30, 2009 are comprised of the following:

Buildings $ 747,170
Equipment 282,958
Vehicles 160,880

1,191,008
Less: Accumulated depreciation (352,687)
Fixed assets, net $ 838,321

Depreciation expense totaled $102,420 for the year ended June 30, 2009.
Accrued Expenses

Accrued expenses were comprised of the following at June 30, 2009:

Accrued salaries and benefits $ 383,656
Accrued vacation 240,230
Total $ 623,886



XYZ SERVICE PROVIDER
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2009
Leases
Operating Leases

The Organization leases various office equipment under noncancelable operating leases
running through June 2014. Minimum monthly payments range from $29 to $301.

The Organization leases various buildings under noncancelable operating leases. Monthly
lease payments range from $310 to $11,071. The leases expire at various points through
December 2012.

Lease payments charged to expense for the year ended June 30, 2009 under operating
leases totaled $537,988.

Total minimum lease payments for the next five years and in the aggregate are as follows:

Year Ending
June 30
2010 $ 445,947
2011 237,945
2012 181,895
2013 76,638
2014 934
Total $ 943,359
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XYZ SERVICE PROVIDER

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

Debt
Long-term debt consists of the following at June 30, 2009:

Note, dated July 30, 2008, payable to a bank in

monthly installments of $1,080 including interest at 6.875%,
commencing August 2008 through June 2011, with one

final lump payment of all remaining principal and interest
due July 2011; unsecured $ 25040

Note, dated July 8, 2008, payable to a bank in

monthly installments of $1,474 including interest at 6.00%,

commencing August 2008 through June 2013, with one

final lump payment of all remaining principal and interest 198,879
due July 2013; secured by a building

Note, modified May 16, 2008, payable to a bank in
monthly installments, accrued interest only through
November 2008, monthly installments of $3,385,
including interest at 6.00%, commencing December
2008 through March 2013, with one final lump payment
of all remaining principal and interest due April 2013;

secured by a building 465,187
Total 689,106
Less current portion 30,584
Total long-term debt $ 658,522

11



7.

XYZ SERVICE PROVIDER

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

Future maturities of long-term debt are as follows:

Year Ending
June 30
2010 $ 30,584
2011 32,578
2012 22,402
2013 430,607
2014 172,935
Total $ 689,106

The Organization had a $750,000 line of credit available, expiring November 25, 2009.
Accrued interest outstanding is due and payable monthly at a rate of prime plus one percent.
There was no balance outstanding on the line at June 30, 20009.

Income Taxes

The Organization is exempt from federal and State income taxes under Section 501(c)(3) of
the Internal Revenue Code and, consequently, no provision for income taxes is reflected in
the financial statements.

Retirement Plan

The Organization maintains a 401(k) defined contribution retirement plan for substantially
all of its employees. Employees over the age of 21 are eligible to participate after one year
of service, assuming they have accumulated at least 1,000 hours of service. The
Organization contributes 3% of each qualified employee’s salary to the plan (safe harbor
nonelective contributions). Such contributions vest immediately. The Organization may
elect to make matching contributions at their discretion, which vest at 20% per year
beginning with the second year of service. Employees will be fully vested with regards to
matching contributions after six years of service.

For the year ended June 30, 2009, retirement expense under the plan totaled $164,761.
Concentrations

Geographic Concentration

All of the Organization’s clients, and offices, are located within Anywhere, North Carolina.

This geographic concentration creates a concentration of risk with regards to accounts
receivable and patient /contract revenues.

12



10.

11.

XYZ SERVICE PROVIDER

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

Revenues and Accounts Receivable

The Organization has contracts with various LME’s to provide certain services. Revenues
recognized under the terms of the largest contract for the year ended June 30, 2009
represented approximately 53% of the Organization’s total revenues for the year.
Receivables related to the aforementioned contract comprised approximately 50% of gross
accounts receivable.

Contingencies
Contracts for Service

Under certain contracts for service, the Organization receives payments in equal monthly
installments. At contract’s end, settlements may be required if the services provided were
less than the amounts advanced to the Organization under the contracts. At year-end,
management believes that no liabilities or deferred revenues not currently booked (cost of
services provided did not exceed payments received) exist with regards to contracts for
service.

Other Matters

For the year ended June 30, 2009, the Organization suffered a substantial decrease in net
assets, as reflected on Exhibit B, and a significant decrease in total cash, as illustrated on
Exhibit C, due to expenses for certain program services significantly exceeding fees
received for such services. Also, the Organization’s line of credit, which is utilized to
cover cash deficits, is set to expire in November 2009. Any outstanding balance at that time
would become payable should the bank not elect to renew the line. These factors initially
raised concerns about the Organization’s ability to meet its future obligations. These
concerns have been mitigated based upon the following actions taken by, or planned to be
taken by, management as documented below.

Because of periodic and routine reviews of the financial performance of program areas,
management has been aware of many of the operating losses experienced in the current
fiscal year. Proactive measures that were implemented during the recent fiscal year
included the elimination of the following programs:

Program FY 2008-2009 Income (Loss)
e  Program x ($151,900)
e  Programy ($ 20,410)

Additionally, management has decided to implement the following program cuts upon
notification of current staff:

Program FY 2008-2009 Income (Loss)
e  Programa ($248,773)
e  Programb ($ 46,826)

13



XYZ SERVICE PROVIDER

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

Meetings have taken place with the Organization’s largest Local Management Entity
(LME), discussing funding adjustments for two specific lines of service. The programs
experienced operating losses of ($145,180) and ($104,854), respectively. Management has
also discussed possible alternative funding arrangements with another LME, given the fact
that three of the five programs funded by this LME experienced operating losses of
approximately $300,000 in the 2008-2009 fiscal years.

Management has implemented a spending freeze on all non-essential spending, and
performed a review on the management of payables and will maximize payment timelines.
There has been a freeze implemented on salary and wage increases. In addition,
management is meeting with major payers to aggressively collect outstanding receivables.
Management has also engaged the services of a behavioral health management consulting
group to target the areas of service reporting, billing and collections. Management has
already initiated discussions with their bank to renew the line of credit, and is of the
opinion that this will occur.

Finally, management has reviewed those programs experiencing significantly high surplus
income for the feasibility of expanding these services. It is anticipated that the expansion
could result in an increase of net assets of approximately $200,000 in the upcoming fiscal
year.

14



Schedule 1

Page 1 of 8
XYZ SERVICE PROVIDER
SUPPLEMENTAL SCHEDULE - PROGRAM SERVICE REVENUES AND EXPENSES
FOR THE YEAR ENDED JUNE 30, 2009

Program #1 Program #2 Program #3 Program #4 Program #5

Revenues:
Fees for service $ 333558 $ 93,244 $ 323821 % 425906 $ 206,686
Other operating revenues - 55 10 - 1,010
Contributions and donations - - - 75 -
Grants - 15,825 - - -
Total program revenues 333,558 109,124 323,831 425,981 207,696
Allocation of bad debt expense, misc revenues (5,235) (1,713) - (6,685) -
Total organizational revenues 328,323 107,411 323,831 419,296 207,696
Expenses:
Advertising and marketing 222 422 6,095 221 242
Automotive expenses - - 183 3,815 -
Bank charges - - - - 15
Board expenses - - - - -
Building rent 6,868 6,630 3,915 18,225 12,566
Client assistance services 8,607 480 18,794 4,268 375
Contract services - - - - -
Depreciation expense - - 226 2,795 -
Drugs and medical services 239 609 - 618 606
Dues, subscriptions, and licenses 695 257 282 1,094 382
Food and provisions - - 1,217 35,755 155
General office expenses 703 705 8,582 1,320 1,247
General supplies 40 1,228 11,302 3,811 472
Information technology services - - - - -
Insurance and bonding 2,427 1,469 1,260 2,680 1,056
Interest expense - - - 20 -
Noncapital equipment 160 160 6,623 - -
Other equipment - - - - -
Operating lease payments 790 1,687 1,053 1,209 4,115
Other miscellaneous charges - - 375 20 225
Other professional services - - - - 921
Other services 1,333 6,613 3,545 1,226 6,145
Professional services - direct care - - - - -
Repairs and maintenance - - 11 415 -
Salaries and benefits 198,212 115,798 179,055 334,524 158,212
Security / criminal background checks - - - - 141
Training 2,964 594 9,668 463 1,723
Transportation - clients - - - - -
Travel 18,745 2,874 17,914 450 720
Utilities 6,191 6,804 5,698 20,940 14,329
Total program services 248,196 146,330 275,798 433,869 203,647
Allocation of supporting services 68,073 21,227 46,671 61,393 29,933
Total organizational expenses 316,269 167,557 322,469 495,262 233,580
Program Income (Loss) $ 12,054 $ (60,146) $ 1,362 $ (75,967) $ (25,884)
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Schedule 2

Page 2 of 8
XYZ SERVICE PROVIDER

SUPPLEMENTAL SCHEDULE - PROGRAM SERVICE REVENUES AND EXPENSES
FOR THE YEAR ENDED JUNE 30, 2009

Program #6 Program #7 Program #8 Program #9 Program #10

Revenues:

Fees for service $ 151,979 $ 1,105,428 $ 689,911 $ 967,213 % 113,567
Other operating revenues 740 4,113 250 682 -
Contributions and donations - - - - -
Grants - - - - -
Total program revenues 152,719 1,109,541 690,161 967,895 113,567
Allocation of bad debt expense, misc revenues - (17,413) (10,832) (15,190) (1,782)
Total organizational revenues 152,719 1,092,128 679,329 952,705 111,785
Expenses:

Advertising and marketing - 288 288 222 125
Automotive expenses - 17 7,680 411 17
Bank charges - 107 - 29 -
Board expenses 602 - - - -
Building rent 9,480 26,474 40,488 62,749 7,535
Client assistance services 1,200 185 - 125 -
Contract services 11,605 40,970 148,733 98,001 -
Depreciation expense 897 8,011 2,847 3,114 -
Drugs and medical services - 53,180 10,713 6,825 -
Dues, subscriptions, and licenses 155 1,060 2,955 1,809 713
Food and provisions 1,441 746 2,454 1,369 103
General office expenses 387 3,343 3,065 2,493 822
General supplies 132 15,952 11,589 3,674 617
Information technology services - - - - -
Insurance and bonding 678 1,233 3,501 4,579 1,565
Interest expense - - - - -
Noncapital equipment - 1,812 - 4,282 -
Other equipment - - - 1) -
Operating lease payments - 3,770 3,774 12,308 507
Other miscellaneous charges - - - 1,436 -
Other professional services - - - - -
Other services - 8,592 16,800 35,888 1,773
Professional services - direct care - - - - -
Repairs and maintenance - 2,825 356 14,203 -
Salaries and benefits 103,744 299,607 464,560 673,966 210,516
Security / criminal background checks 2,710 23,399 - 3,702 -
Training 1,285 513 363 1,666 336
Transportation - clients 705 - 1,613 - -
Travel 498 768 719 525 11,601
Utilities 974 14,614 10,048 25,015 11,087
Total program services 136,493 507,466 732,546 958,390 247,317
Allocation of supporting services 22,010 169,909 99,467 139,495 16,367
Total organizational expenses 158,503 677,375 832,013 1,097,885 263,684
Program Income (L0ss) $ (5,784) $ 414753 $ (152,684) $ (145,180) $ (151,900)
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Schedule 1

Page 3 of 8
XYZ SERVICE PROVIDER

SUPPLEMENTAL SCHEDULE - PROGRAM SERVICE REVENUES AND EXPENSES
FOR THE YEAR ENDED JUNE 30, 2009

Program #11 Program #12 Program #13 Program #14 Program #15

Revenues:

Fees for service $ 606,776 $ 37,955 $ 210,271 $ 385591 $ 705,485
Other operating revenues 12 - - 15,400 225
Contributions and donations - - - 70 -
Grants - - - - -
Total program revenues 606,788 37,955 210,271 401,061 705,710
Allocation of bad debt expense, misc revenues (9,523) - (3,300) (6,294) (11,076)
Total organizational revenues 597,265 37,955 206,971 394,767 694,634
Expenses:

Advertising and marketing 829 76 513 286 321
Automotive expenses 5,044 - - 4,767 27
Bank charges - 15 - - -
Board expenses - - - - -
Building rent 19,188 4,714 - - 12,350
Client assistance services - - 7,000 1,623 -
Contract services 117,415 - - - 12,617
Depreciation expense 4,096 - - - 1,417
Drugs and medical services 2,605 104 272 - 54,786
Dues, subscriptions, and licenses 1,637 2,328 406 514 2,795
Food and provisions 1,137 - 15 18,588 1,439
General office expenses 7,165 311 300 1,111 2,267
General supplies - 256 157 1,123 8,211
Information technology services - - - - -
Insurance and bonding 3,082 210 1,495 1,472 484
Interest expense - - - - -
Noncapital equipment - - - 1,247 -
Other equipment - - - - -
Operating lease payments 3,375 604 1,308 3,704 2,863
Other miscellaneous charges - - - - -
Other professional services - 135 - - -
Other services 13,267 1,317 - 2,701 2,880
Professional services - direct care - 1,593 - 1,430 -
Repairs and maintenance 626 - - 1,521 -
Salaries and benefits 413,944 37,898 113,398 175,503 99,478
Security / criminal background checks - - - - 15,576
Training 108 - 1,215 339 300
Transportation - clients 2,080 - - - -
Travel 1,950 259 18,863 2,289 2,875
Utilities 17,120 3,075 2,614 19,970 5,040
Total program services 614,668 52,895 147,556 238,188 225,726
Allocation of supporting services 87,451 5,470 30,305 57,802 111,708
Total organizational expenses 702,119 58,365 177,861 295,990 337,434
Program Income (L0ss) $ (104,854) $ (20,410) $ 29,110 $ 98,777 $ 357,200
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XYZ SERVICE PROVIDER

SUPPLEMENTAL SCHEDULE - PROGRAM SERVICE REVENUES AND EXPENSES

FOR THE YEAR ENDED JUNE 30, 2009

Revenues:

Fees for service

Other operating revenues
Contributions and donations
Grants

Total program revenues

Allocation of bad debt expense, misc revenues

Total organizational revenues

Expenses:

Advertising and marketing
Automotive expenses

Bank charges

Board expenses

Building rent

Client assistance services
Contract services

Depreciation expense

Drugs and medical services
Dues, subscriptions, and licenses
Food and provisions

General office expenses
General supplies

Information technology services
Insurance and bonding

Interest expense

Noncapital equipment

Other equipment

Operating lease payments

Other miscellaneous charges
Other professional services
Other services

Professional services - direct care
Repairs and maintenance
Salaries and benefits

Security / criminal background checks
Training

Transportation - clients

Travel

Utilities

Total program services

Allocation of supporting services

Total organizational expenses

Program Income (Loss)

Schedule 1

Page 4 of 8
Program #16 Program #17  Program #18  Program #19 Program #20
$ 1,240,648 $ 562,569 $ 87,678 $ 142,965 $ 240,213
3,106 - - - -
1,243,754 562,569 87,678 142,965 240,213
(19,520) (8,829) - - (3,770)
1,224,234 553,740 87,678 142,965 236,443
741 982 211 - -
1,832 72 - - -
29 - - - -
57,885 406 12,087 3,560 16,800
- 300 - - -
171,884 - - - 11,070
2,909 - - - -
19,736 68 344 - -
2,343 1,834 127 113 925
5,413 54 - 154 312
2,531 372 1,280 3,076 828
4,541 561 - - -
4,817 7,945 550 413 3,290
22,813 - - - -
8,437 2,646 1,338 210 1,723
350 - - - -
25,386 4,908 4,730 4,728 5,848
60 - - 314 213
736,348 606,321 71,375 113,565 218,101
3,405 - - - -
5,649 1,419 160 23 -
79 - - - -
14,572 69,811 3,586 2,186 19,272
22,890 18,235 2,383 4,737 8,656
1,114,650 715,934 98,171 133,079 287,038
179,252 86,578 12,636 20,604 34,620
1,293,902 802,512 110,807 153,683 321,658
$ (69,668) $ (248,773) $ (23,129) $ (10,718) $ (85,215)
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Schedule 1

Page 5 of 8
XYZ SERVICE PROVIDER
SUPPLEMENTAL SCHEDULE - PROGRAM SERVICE REVENUES AND EXPENSES
FOR THE YEAR ENDED JUNE 30, 2009

Program #21 Program #22 Program #23 Program #24 Program #25

Revenues:
Fees for service $ 55,000 $ 191,041 $ 371,021 $ 112,038 $ 340,157
Other operating revenues - - 813 114 647
Contributions and donations - - - - -
Grants - - - - -
Total program revenues 55,000 191,041 371,834 112,152 340,804
Allocation of bad debt expense, misc revenues - - (5,836) (1,760) (5,349)
Total organizational revenues 55,000 191,041 365,998 110,392 335,455
Expenses:
Advertising and marketing - 3,866 4,555 1,685 3,257
Automotive expenses - - - 1,584 20
Bank charges - - - - -
Board expenses - - - - -
Building rent - 8,344 39,127 10,608 -
Client assistance services - 2,603 - - 2,950
Contract services - - 98,670 - 55,080
Depreciation expense - - 868 2,909 874
Drugs and medical services - - 225 4,660 2,373
Dues, subscriptions, and licenses 213 213 795 397 428
Food and provisions - 338 497 577 16
General office expenses 1,386 1,439 3,468 2,727 3,045
General supplies - - - - -
Information technology services - - - - -
Insurance and bonding 275 922 1,286 1,406 2,427
Interest expense - - - - -
Noncapital equipment - - - - 1,540
Other equipment - - - - -
Operating lease payments 1,140 471 2,944 2,292 2,480
Other miscellaneous charges - - - - -
Other professional services - - - - -
Other services - 1,155 6,000 5,856 1,763
Professional services - direct care - - - - -
Repairs and maintenance - 131 - 376 -
Salaries and benefits 38,559 126,658 287,135 184,769 306,510
Security / criminal background checks - - - - -
Training 23 567 1,066 693 922
Transportation - clients - - - - -
Travel 4,004 9,415 12,369 16,185 14,112
Utilities 2,039 3,394 11,193 7,090 3,264
Total program services 47,639 159,516 470,198 243,814 401,061
Allocation of supporting services 7,927 27,533 53,589 16,164 49,117
Total organizational expenses 55,566 187,049 523,787 259,978 450,178
Program Income (L0ss) $ (566) $ 3,992 $ (157,789) $ (149,586) $ (114,723)
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XYZ SERVICE PROVIDER

SUPPLEMENTAL SCHEDULE - PROGRAM SERVICE REVENUES AND EXPENSES
FOR THE YEAR ENDED JUNE 30, 2009

Program #26 Program #27 Program #28 Program #29 Program #30

Revenues:

Fees for service $ 264,703 $ 188,086 $ 116,306 $ 295379 $ 248,338
Other operating revenues 109 36 - - -
Contributions and donations - - - - -
Grants - - - - -
Total program revenues 264,812 188,122 116,306 295,379 248,338
Allocation of bad debt expense, misc revenues (4,156) (2,952) - (4,636) -
Total organizational revenues 260,656 185,170 116,306 290,743 248,338
Expenses:

Advertising and marketing 2,160 - 1,130 - 265

Automotive expenses - - - - -
Bank charges - - - - -
Board expenses - - - - R

Building rent 15,430 13,175 3,555 7,367 2,750
Client assistance services - - - 380 2,803
Contract services 82,713 58,715 - - -
Depreciation expense 661 - - - -
Drugs and medical services 863 176 438 - 126
Dues, subscriptions, and licenses 338 556 127 238 -
Food and provisions 684 37 - 6,118 694
General office expenses 2,150 956 648 1,045 2,780

General supplies - - - - i,
Information technology services - - - - -
Insurance and bonding 1,166 473 550 726 1,343
Interest expense - - - - -
Noncapital equipment - - - - -
Other equipment - - - - -
Operating lease payments 3,249 1,537 455 1,950 43
Other miscellaneous charges - - - - -
Other professional services - - - - _
Other services 4,589 - 843 3,720 52
Professional services - direct care - - - - R
Repairs and maintenance - - - - -

Salaries and benefits 186,149 122,737 94,328 109,691 184,842
Security / criminal background checks - - - - -
Training 1,020 377 323 308 5,012
Transportation - clients - - - - -
Travel 13,082 2,634 3,965 65 20,478
Utilities 11,610 3,510 3,069 7,635 3,029
Total program services 325,864 204,883 109,431 139,243 224,217
Allocation of supporting services 38,165 27,112 16,762 42,571 24,791
Total organizational expenses 364,029 231,995 126,193 181,814 249,008
Program Income (L.0ss) $ (103,373) $ (46,826) $ (9,887) $ 108,930 $ (670)
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XYZ SERVICE PROVIDER
SUPPLEMENTAL SCHEDULE - PROGRAM SERVICE REVENUES AND EXPENSES
FOR THE YEAR ENDED JUNE 30, 2009

Program #31 Program #32 Program #33 Program #34 Program #35

Revenues:
Fees for service $ 121,945 386,957 $ 53251 $ 57,510 $ 45,638
Other operating revenues - - - - -
Contributions and donations - - - - -
Grants - - - - -
Total program revenues 121,945 386,957 53,251 57,510 45,638
Allocation of bad debt expense, misc revenues - - - - -
Total organizational revenues 121,945 386,957 53,251 57,510 45,638
Expenses:
Advertising and marketing - - - - -
Automotive expenses 32 410 - - -
Bank charges - - - - -
Board expenses - - - - -
Building rent - - 3,000 3,529 11,810
Client assistance services - 2,019 - - -
Contract services - - - - -
Depreciation expense 9,508 555 - - -
Drugs and medical services 98 2,407 - - -
Dues, subscriptions, and licenses 694 444 - 857 619
Food and provisions 68 1,382 - 174 -
General office expenses 4,515 5,345 11 888 564
General supplies - - - - -
Information technology services - - - - -
Insurance and bonding 757 1,926 - 2,806 326
Interest expense 10,253 - - - -
Noncapital equipment 2,202 - - 3,225 -
Other equipment - - - - -
Operating lease payments 1,073 - - 1,142 494
Other miscellaneous charges - 200 - - -
Other professional services - - - 1,780 -
Other services 1,874 94 12,023 - -
Professional services - direct care - 8,925 - - -
Repairs and maintenance 225 - - - -
Salaries and benefits 27,609 322,663 755 37,907 21,129
Security / criminal background checks - - - - -
Training 75 3,933 - - 1,081
Transportation - clients - 15 - - -
Travel 303 9,143 44 2,226 404
Utilities 4,945 862 - 1,947 3,796
Total program services 64,231 360,323 15,833 56,481 40,223
Allocation of supporting services 17,575 25,769 15,675 288 6,577
Total organizational expenses 81,806 386,092 31,508 56,769 46,800
Program Income (L.0ss) $ 40,139 865 $ 21,743 $ 741 % (1,162)
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XYZ SERVICE PROVIDER

SUPPLEMENTAL SCHEDULE - PROGRAM SERVICE REVENUES AND EXPENSES

FOR THE YEAR ENDED JUNE 30, 2009

Revenues:

Fees for service

Other operating revenues
Contributions and donations
Grants

Total program revenues

Allocation of bad debt expense, misc revenues

Total organizational revenues

Expenses:

Advertising and marketing
Automotive expenses

Bank charges

Board expenses

Building rent

Client assistance services
Contract services

Depreciation expense

Drugs and medical services
Dues, subscriptions, and licenses
Food and provisions

General office expenses
General supplies

Information technology services
Insurance and bonding

Interest expense

Noncapital equipment

Other equipment

Operating lease payments

Other miscellaneous charges
Other professional services
Other services

Professional services - direct care
Repairs and maintenance
Salaries and benefits

Security / criminal background checks
Training

Transportation - clients

Travel

Utilities

Total program services

Allocation of supporting services

Total organizational expenses

Program Income (Loss)

Schedule 1
Page 8 of 8

Total Program

Program #36 Program #37 Program #38 Program #39 Services
$ 135,792 $ 117,135  $ 7,564 - $ 11,739,325
- - - - 27,322
- - - - 145
- - - - 15,825
135,792 117,135 7,564 - 11,782,617
- - - - (145,852)
135,792 117,135 7,564 - 11,636,765
- 1,213 - - 30,215
- 231 - - 26,142
- - - - 195
- - - - 602
9,000 - - - 449,615
- 224 - - 53,936
2,100 - - - 909,573
- - - - 41,687
- - - - 162,071
- 775 275 - 29,393
57 1,026 144 388 82,552
8,071 7,423 1,267 - 89,636
- - - 60 63,726
1,990 - - - 1,990
283 220 73 - 61,171
- - - - 10,273
2,842 15,176 339 1,376 63,797
- 2,706 - - 2,705
831 - - - 75,522
200 - - - 2,806
- - - - 2,836
1,782 7,606 - - 195,037
- - - - 11,948
- 525 - - 21,801
75,961 72,722 3,034 3,269 7,530,552
- - - - 48,933
14,560 196 - - 58,944
- - - - 4,492
4,820 5,050 1,777 1,014 311,567
3,509 1,666 871 - 293,849
126,006 116,759 7,780 6,107 10,637,566
9,571 16,882 1,090 - 1,698,130
135,577 133,641 8,870 6,107 12,335,696
$ 215 $ (16,506) $ (1,306) $ (6,107) $ (698,931)
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XYZ SERVICE PROVIDER

SUPPLEMENTAL SCHEDULE - SUPPORTING SERVICE EXPENSES
FOR THE YEAR ENDED JUNE 30, 2009

Advertising and marketing
Automotive expenses

Bank charges

Board expenses

Building rent

Contract services

Depreciation expense

Drugs and medical services
Dues, subscriptions, and licenses
Food and provisions

General office expenses
General supplies

Information technology services
Insurance and bonding

Interest expense

Legal and accounting
Noncapital equipment
Operating lease payments

Other professional services
Other services

Salaries and benefits

Security / criminal background checks
Training

Transportation-clients

Travel

Utilities

Total

23

Schedule 2

General and
Administrative
Expenses

$ 661
6,377
16,346
45
3,923
35,846
60,733
315
4,623
5,210
18,398
12,852
64,279
6,738
41,847
66,874
26,731
8,928
53,000
16,206
1,207,061
4,321
1,542
53
7,610
27,611

$ 1,698,130




MARTIN ¢ STARNES
& ASSOCIATES, CPAs, P.A.

"4 Professional Association of Certified Public Accountants and Management Consultanis"

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

The Board of Directors
XYZ Service Provider
Anywhere, NC

We have audited the financial statements of XYZ Service Provider (the "Organization"), as of
and for the year ended June 30, 2009, and have issued our report thereon dated September 4,
2009. We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Organization’s internal control over
financial reporting as a basis for designing auditing procedures 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 Organization’s internal control over financial reporting. Accordingly, we do
not express an opinion on the effectiveness of the Organization’s internal control over financial
reporting.

A control deficiency 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
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination
of control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record,
process, or report financial data reliably in accordance with generally accepted accounting
principles such that there is more than a remote likelihood that a misstatement of the entity’s
financial statements that is more than inconsequential will not be prevented or detected by the
entity’s internal control.

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

730 13th Avenue Drive SE ¢ Hickory, North Carolina 28602 ¢ Phone 828-327-2727 ¢ Fax 828-328-2324
13 South Center Street ¢ Taylorsville, North Carolina 28681 ¢ Phone 828-632-9025 ¢ Fax 828-632-9085
Toll Free Both Locations 1-800-948-0585 ¢ Website: www.martinstarnes.com
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Our consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in the internal control over financial reporting that might be significant deficiencies or material
weaknesses. We did not identify any deficiencies in internal control over financial reporting that
we consider to be material weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Organization’s financial statements
are free of material misstatement, we performed tests of its compliance and other matters with
certain provisions of laws, regulations, contracts and grants, and noncompliance with which
could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance and other matters 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.

This report is intended solely for the information and use of the board of directors, management,
and federal and State awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than these specified parties.

WeiTens Bnas) € (omeintin, PO, LA

Martin Starnes & Associates, CPAs, P.A.
September 4, 2009

25





