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12046 Justice Avenue, Suite B. 
Baton Rouge, Louisiana 70816 
Telephone: (225) 296-5200 
Fax: (225) 296-5201 
E-Maih REBCPA@ worldnet.att.nel 

INDEPENDENT AUDITORS ' REPORT 

To The Board of Directors 
The Harmony Center, Inc . 
(A Not For Profit Organization) 
Baton Rouge, Louisiana 

Richard E. Brown, C.P.A 
Tene L. Bidwell, C.P.A 

We have audited the accompanying statements of financial position of The 
Harmony Center, Inc. (a not for profit organization) as of June 30, 1999 
and 1998, and the related statements of activities, functional expenses, 
and cash flows for the years then ended . These financial statements are 
the responsibility of the Organization's management . Our responsibility 
is to express an opinion on these financial statements based on our 
audits. 

We conducted our audits in accordance with generally accepted audit 
standards and the standards applicable to financial audits contained 
Government Auditin~ Standards, issued by the Comptroller General of 
United States. Those standards require that we plan and perform 
audits to obtain reasonable assurance about whether the financ 

ng 
in 
he 
he 
al 

statements are free of material misstatement . An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and the significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation . We believe that our audits provide a reasonable 
basis for our opinion . 

In our opinion, the financial statements referred to above present 
fairly, in all material respects, the financial position of The Harmony 
Center, Inc . as of June 30, 1999 and 1998, and the changes in its net 
assets and its cash flows for the years then ended in conformity with 
generally accepted accounting principles. 

In accordance with Governm ent Auditing Standards, we have also issued 
our report dated September 30, 1999, on our cons~-deration of The Harmony 
Center, Inc.'s internal control over financial reporting and our tests 
of its compliance with certain provisions of laws, regulations, 
contracts, and grants . 

Our audits were performed for the purpose of forming an opinion on the 
basic financial statements of The Harmony Center, Inc. taken as a whole. 
The accompanying supplemental schedules on pages 18 through 24 are 
presented for purposes of additional analysis and are not a required 
part of the basic financial statements. Such information 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 . 

September 30, 1999 
Baton Rouge, Louisiana 



CURRENT ASSETS 
Cash and cash equivalents 
Investments (Note 2) 
Accounts receivable 
Receivables - other 
Prepaid expenses 

Total current assets 

pROPERTY AND EQUIPMENT (Note 5 
Buildings and land 
Furniture and equipment 
Motor vehicles 
Building improvements 

Accumulated depreciation 

OTHER A SSETS 
Due from officer (Note 6) 
Deposits (Note 3) 
Goodwill 

TOTA L A SSETS 

A SSETS 

JUNE 30 
1999 

$187,010 
458,857 
807,076 
71,677 
29,609 

1,554,229 

1,465,850 
774,357 
629,846 
694,083 

3,564,136 
1,196,596 
2,367,540 

160,795 
673,100 
130,000 
963,895 

$4,885,664 

CURRENT LIABILITIES 
Accounts payable 
Accrued expenses (Note 8) 
Note payable (Note 4) 
Current maturities of long~term debt (Note 5 

Total current liabilities 

$155,904 
290,741 
96,957 

272,792 
816,394 

1998 

$185,871 
483,669 
684,967 
i02,104 
41,529 

1,498,140 

1,263,597 
645,701 
508,527 
586,134 

3,003,959 
(942,116) 

2,061,843 

111,120 
5]5,050 
130,000 
756,170 

$4,316,153 

$168,534 
135,045 
115,782 
45,388 

464,749 

LONG-TERM DEBT, net of current maturities (Note 5) 133,088 274,552 

CONTINGENCIES (Note 9) 
Total liabilities 

NET ASSETS, unrestricted 

TOTAL LIABILITIES AND NET ASSETS 

949,482 739,501 

3,936,182 3,576,852 

$4,885,664 $4,316,153 

The accompanying notes are an integral part of these financial statements. 
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REVENUE AN D SUPPORT 

Government fees - housing 
Government fees - food 
Government fees - services 

Contribution (Note 10) 
Residents' rental income 
Rental ~ncome (Note 6) 
Interest and other income (Note 2) 

Total revenue and support 

EXPENSES 

Frogram services: 
Group homes 
Community homes 
Extraordinary therapy (Note 8 
Transitional services 

Total program services 

Support services: 
Central Office cost 

Total expenses 

CHANGE IN NET ASSETS, unrestricted 

NET ASSETS, unrestricted - beginning of year 

NET ASSETS, unrestricted - end of year 

YFd~R ENDED JUNE 38 
1999 ]998 

$7,340,379 
86,901 
195,078 
64,000 

176,493 
37,200 
42,867 

7,942,918 

3,440,365 
2,918,294 

256,776 
137,601 

6,753,036 

830,552 
7,583,588 

$6,535,816 
74,759 

144,062 

189,336 
36,000 
40,005 

7,019,978 

2,674,654 
2,896,26] 

90,990 

5,661,905 

795,608 
6,457,513 

359,330 562,465 

3,576,852 3,014,387 

$3,936,182 $3,576, 852 

The accompanying notes are an integral part of these financial statements 
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~ INIST~ TIVE 
Salaries and wages 
Payron  taxes 
~ ployee benefits 
~ tlalng 
Insurance 
]~terest - o~ ratlons 
Licenses 
O~S1ce supp1~es 
Printing 
Provider fee 
MOtOr vehlclo e~l)en~e 
Ts~es - ,on-property 
Po, tage 
ProfesslonBl se*vlc~s 
Subscriptions 
Te]ephon6 
Training 
Travel and se~i.~a* 
Bank charges 
Extraordinary rate overpayment 

pLANT OpERATIoNs AND MAINTENANCB 

Payroll tan, s 
Employee benefits 
outside services 
Repairs and mai1~tenanco 
Supplies 
UtilItles 

cost R~ T~O TO CAW CAL ASSZrS 
Depreciation 
Interest 
gent (Note ~) 
Proper~y ta~es 
other 

LAU~DRy ~ D LIS~S SUgpLI~S 

HOUSEKEEPING SUPPLIES 

PERSONAL CLIENT NEEDS 
Cloth~ng 
Other 

MEDICAL AND NURSING 
Medical services 
Medical supplies 
~ her 

THER~pZUTIC AND TP.AINING 
Salaries and wages 
Payroll tax~s 
Employee benefits 
Supplies 
OLher training 

296,515 
12,2~7 
17,909 
56,}60 
1,170 

2#0,076 
13B,5(I 

25O 
7,597 
B3,945 
6~751 
~9.500 
22,018 
52,720 

98.512 

127,213 
9,693 
3,907 
42,95q 
I09,(02 
28,648 
16~,064 

275,18| 
37,7(3 
32(,675 
3,778 
21.397 

280,728 
9,914 
13,081 

23,9|1 

41,757 

ZXT~A 
GRO(IP CC~'~JRITY ORDINARy TRANSITIONAL CENTP.AL 
~o~ s UO~ES r~EP,~er SERVICES OFEIC~ 

$116,913 $110,836 $ 

6,~37 ~,0~7 

I~6,418 119,BBq 2,92] 

ll,19g 6,(20 

523 
- 240,076 

75,12~ 3B,5~5 

4,8~6 690 
676 

2,46~ 1,190 
|6,~22 2~,136 
12,395 B,738 
35,671 6,122 
3,813 ~,085 

3,162 
1,629 
i~,226 
60,169 
19,589 
88,120 

150,308 
3,111 

I15.010 
2,783 
S.85~ 

167,934 
5,5~6 
8,096 

13,160 

26.135 

1 057 
2 ZVO 
13,393 
3),115 
~ 202 
52,353 

6~ 4~o 
8,956 

101,292 

1~,911 

108,421 
~,526 
~.B65 

9,BB5 

11,878 

15,236 

6,467 

$308,032 
24,902 
lS,613 

2S,555 
12,277 

50 
10,772 

6~7 

21,296 
250 

1,916 
83,269 
3,100 
23,976 

631 
10,498 
7,887 

11,249 
9,722 
997 

21,145 

13,858 
25,160 
75,512 

995 

53,553 32,152 20,262 1,139 

32~,~52 226f274 98,178 

.$7.583~588 $3,110,365 $2,91%29~ $256,776 $137,601 $83%552 

The acc~ p~nying notes ere an integral part of these financial statements 



ADHINIST[~ATIVE 
Salaries and wmge~ 
~a~zo21 ta~e= 
~ ployee beneflta 
Advertising 
Insurance 
Interest - operations 
Licenses 
Office sul lies 
Printing 
PrOvider fee 
Motor vehicle expe nse 
T6~es - non-p~o~ rey 
Po~tage 
PE0fess$onal aervices 
Suhscriptlons 
~elephone 
Training 
Travel and semlner 
Bank charges 
Hl~ce~laneous 

pLA~T OPERATIONS AND MAINTENAnCE 
s~laries and wages 
~ayroM  t6xes 
Employee benefits 
Outside mervices 
kepairs end malntenance 
Supplies 
Utilities 

COST RELA1ED TO CAPITAL ASSETS 
Depreciation 
Interest 
~ent 
Property taxe~ 
Other 

LAUNDRY AND LINEN SUPPLIES 

HOUSEKeepING SUPPLIES 

PERSONAL CLIENT NEEDS 
Clothing 
Other 

MEDICAL AND NURSING 
Medical services 
Medical supplles 
Other 

THERAPEUTIC AND TRAINING 
Salaries and wa@es 
Payroll taxes 
Employee benefits 
Supplies 
Other training 

277,733 
6,636 
i0,124 
~9,206 
2,226 

237,0t7 
143,868 
28,096 
t,785 
78,132 
4,S17 
79,543 
21,793 
48,65t 
4,705 

132,483 

9,563 
26,69~ 
123,18] 
21,138 

202,681 
34,058 
324,389 
12,191 
4,5~3 

235,156 
9,95~ 
ll,16~ 

21,303 

23,842 

3~,223 
36,806 

18,232 
5,608 
1.215 

2,237,567 
174,043 
86,982 
7,688 

587.732 

EXTRA- 
GEOUp ODtG'fJN I Ty ORDINARy OTHEE CENTRAL 
)IOMES :90M~S THERApy pROGRAMS OFFICE 

$89,269 Si{2,668 $ - 
6,777 n ,J20 
5,958 % 303 

119,253 126,983 2,884 

a,7~3 % 325 
17,362 |Z,395 

89~ ~3 
- 237,0~7 
71,191 51,517 

1,5q5 723 
1,75~ 720 
1,39~ ~.376 
3~,908 2~,i52 
12,496 9,012 
23,362 l,~19 
1,085 ~,516 

68,7]0 
5,207 
1,695 
8,S~O 
57,867 
]3,418 
70,788 

98,965 
1,159 

It6,007 

2,902 

133,88] 
|,9~3 
6,960 

12,972 

15,978 

9,230 
24,]53 

|,661 
3,938 
979 

1,236,662 
96,382 
38,58] 
7,370 
2.660 

03,275 
s,01* 
~,20~ 

8,164 

5,287 

2S,093 
12,653 

13,571 
1,670 
236 

924,567 
7J,8~9 
46,155 

318 
581.~02 

$289,838 
2L ~*6 
13,187 

28,613 
6,636 

56 

1,289 

21,130 
28,096 
2,sl~ 
72,688 

717 
18,183 

285 
20,813 
],13t 

25,469 
3,73~ 
2,101 
11,688 
26,323 

717 
27,335 

46,679 
28,~12 
71,537 
1,207 
1sa 

267,726 162,318 I05,408 

$6,157,513 $2,671 65| $2,896,261 $90,990 $ ~ $795,608 
__  = -.____ _.__ _ 

The accm p~nylng notes are an integral part of those financial statements 
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THE HA RMONY CENTER . INC 

A NOT FOR PROFIT ORGANIZATION 
BATON ROUGE LOU ISIAN A 

STATEM ENT OF CA SH FLOWR 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Government fees received 
Residents' income received 
Rental income received 
Interest income and other received 
Cash paid to suppliers and employees 
Interest paid 
Net cash provided by operating activities 

CA SH FLOWS FRC~  INV ESTING ACTIVITIES: 

Redemption of (addition to) certificates of 
deposit 

Loans to shareholder 
Repayments from (loans to) others, net 
Capital expenditures 

Net cash used in investing activities 

CA SH FLOWS F~ )M FINANCING ACTIVITIES: 
Net borrowing on line of credit 
Repayment of long-term debt 
Payment of deposit toward purchase of real estate 
Net cash used in financing activities 

NET INCREASE (DECREASE) IN CASH AND 
CASH EQUIVALENTS 

YEA R ENDED JUNE 30 
1999 1998 

$7,500,249 
176,493 
37,200 
42,867 

(7,039,401) 
(50,020) 
667,388 

24,812 

(49,675) 
30,427 

580,878) 
575,314 

(18,825 
85,940 

158,050 
(90,935) 

$6,557,322 
189,336 
36,000 
40,005 

(6,152,427) 
(40,694~ 
629,542 

217,917 
(7,343 
(i0,217 
743,589 
543,232 

!15,782 
(39,603 
262,050 
(285,871 

1,139 (99,561 

CASH AND CASH EQUIVALENTS - beginning of year 185,871 285, 432 

CASH AN D CASH EQUIVALENTS - end of year $187,010 

Reconciliation of change in net assets to net cash provided by 
operating activities: 

Change in net assets 

Adjustments to reconci]e change in net assets to 
net cash flow from operating activities: 
Depreciation 

(Increase) in accounts receivable 
Decrease in prepaid expenses 
(Decrease) increase in accounts payable 
Increase in accrued expenses 
Net cash provided by operating activities 

$185,871 

$359,330 $562,465 

275,181 
(122,109) 
11,920 
(12,630) 
155,696 
$667,388 

202,68l 
(197,315) 

1,933 
30,201 
29,577 

$629,542 

The accompanying notes are an integral part of these financial statements 
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THE HARM ONY CENTER , INC . 
(A NOT FOR PROFIT ORGANIZATION) 

BATON ROUGE, LOUISIANA 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 1999 AND 

i. Summary of Significant Accounting Policies 

Organization 

The Organization originated as a not for profit organization in 
January, 1978 and is exempt from Federal income taxation under 
Section 501(c) (3) of the Internal Revenue code. 

The Harmony Center provides care to clients in one of four programs 
which include the following : 

Group homes 

Twelve homes providing housing 
referrals from the Department of 

Community homes 

and care for foster children and 
Corrections aged 14 to 18. 

Ten homes providing housing and care for mentally impaired clients 
aged 18 and over . 

Extraordinary therapy 

Additional health and rehabilitation services provided to 
chronically m entally ill clients residing in community homes . 

Transitional services 

Supervised transitional residence and aftercare program for 
discharged forensic clients to develop daily living skills and 
prepare for vocational adjustment. 

A ll programs are operated in southern Louisiana and are funded by 
several State of Louisiana agencies through the Department of Health 
and Hospitals, Department of Corrections, Department of Social 
Services and Department of Education, as follows. Funding received 
by the Organization is in its capacity as a vendor; no Federal 
awards are received . 

Proqram 

Grou~ Homes: 

Longfellow 

Harmony III 

Funding Aqency Fu nding Basis 

Office of Community Services Per diem 
Department of Education Meals provided 

Office of Juvenile Services Per diem 
Department of Education Meals provided 



THE HARMONY CENTER , INC . 
(A NOT FOR PROFIT ORGANIZATION) 

BATON ROUGE , LOUISIANA 

NOTES TO FINAN CIAL STATEMENTS 
JUNE 30, 1999 AN D 1 

i. Summarv of Significant Accounting Policies (continued) 

Prooram Funding Aqenc Funding Basis 

Supervised Apts Office of Juvenile Services Per diem 

Hadley House 

Vermillion 

Jackson 

Bragg 

Fairfields 

Changes 

Focus 

Shirley 's Den 

A B Horn 

Office of Juvenile Services Per diem 
Department of Education Meals provided 

Office of Community Services Per diem 
Department of Education Meals provided 

Office of Community Services Per diem 
Department of Education Meals provided 

Office of Community Services Per diem 
Department of Education Meals provided 

Office of Community Services Per diem 
Office of Juvenile Services Per diem 
Department of Education Meals provide 

Office of Community Services Per diem 
Department of Education Meals provided 

Office of Juvenile Services Per diem 
Department of Education Meals provided 

Office of Juvenile Services Per diem 
Department of Education Meals provided 

Office of Juvenile Services Per diem 
Department of Education Meals provided 

Transitional Services: 

Transitional Office of Mental Health Per diem 

Communitv Homes: 

East 
Bedford 
Goudchaux 
Elissalde 
Convention 
Riley 

Office of Family Security 
Office of Family Security 
Office of Family Security 
Office of Family Security 
Office of Family Security 
Office of Family Security 

Per diem 
Per diem 
Per diem 
Per diem 
Per diem 
Per diem 



THE HARM ONY CENTER , INC . 
(A NOT FOR PROFIT ORGANIZATION) 

BATON ROUGE, LOUISIANA 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 1999 AND 

Summary of Siqnificant Accountinq Policies (continued) 

Program 

Harmony II 

Florida Street 
M ason 
Carrollton 

Fundinq Agency Funding Basis 

Office of Family Security 
Department of Education 
Office of Family Security 
Office of Fam ily Security 
Office of Family Security 

Extraordinary Therapy: 

Bedford 
Harmony II 
Carrollton 

Office of Family Security 
Office of Family Security 
Office of Family Security 

Cash and Cash Equ ivalents 

Per diem 
Meals provided 

Per diem 
Per diem 
Per diem 

Per diem 
Per diem 
Per diem 

For purposes of the statement of cash flows, the Organization 
considers all cash and other highly liquid investments with initial 
maturities of three months or less to be cash equivalents. 

Incom e Taxes 

The Organization is a not-for-profit organization that is exempt 
from income taxes under Section 501c3 of the Internal Revenue Code. 

Basis of Presentation 

Financial statement presentation follows the recommendations of the 
Financial Accounting Standards Board in its Statement of Financial 
Accounting Standards (SFAS) No. 117, "Financial Statements of Not- 
for-Profit Organizations." Under SFAS No . 117, the Organization is 
requ ired 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. The Organization had no temporarily or 
permanently restricted net assets as of June 30, 1999 or 1998. 

Contributions 

Any contributions received by the Organization, including donations 
of long-lived assets, are considered to be available for 
unrestricted use unless specifically restricted by the donor. During 
the year ended June 30, 1999, the Organization received a donation 
of real estate with a fair market value of $64,000. The donation 
has been recorded as a contribution on the accompanying Statement of 
Activities and included in property and equipment on the Statement 
of Financial Position . 



THE HARM ONY CENTER , INC . 
(A NOT FOR PROFIT ORGANIZATION) 

BATON ROUGE, LOUISIANA 
NOTES TO FINAN CIAL STATEMENTS 

JUNE 30, 1999 AND 1 

i. Summary of Siqnificant Accountinq Policies (continued) 

A llowance for Doub tful Accounts 

The allowance for uncollectible accounts is based on prior 
experience and management's assessment of the collectibility of 
accounts receivable . Due to the nature of the receivables, which 
are due from agencies of the State of Louisiana, all amounts are 
considered to be collectible and therefore, an allowance for 
uncollectible accounts has not been established . 

Property and Equipment 

The Organization follows the practice of capitalizing, at cost, 
expenditures for fixed assets in excess of $500. Property donated to 
the Organization is recorded at fair market value . Depreciation is 
computed using the straight-line method over the assets ' estimated 
useful lives as follows : 

Buildings 
Furniture and equipment 
V ehicles 
Building improvements 

Valuation of Investments 

40 
5-i0 
3-5 
2-20 

years 
years 
years 
years 

Investments consist of certificates of deposit and mutual funds . 
Mutual funds are presented at their fair market value as determined 
by quoted market prices. The certificates of deposit are presented 
at cost, which approximates fair value. Investment income and gains 
and losses on investments are recorded as increases or decrease in 
unrestricted nets assets on the accompanying statement of 
activities. 

Fair Value of Lonq-Term Debt 

Based on the borrowing rates currently available to the Organization 
for similar loans with similar terms and maturities, the carrying 
amount of its long-term debt approximates fair value . 

Concentration of Credit Risk 

Financial instruments that potentially subject the Organization to 
concentrations of credit risk consist principally of trade accounts 
receivable. As of June 30, 1999 and 1998 substantially all of the 
Organization 's trade receivables are unsecured and due from agencies 
of the State of Louisiana . All of the Organization 's revenues are 
generated in southern Louisiana. 

The Organization maintains its cash balances in two financial 
institutions located in Baton Rouge, Louisiana . The balances at 

I0 - 



THE HARMONY CENTER , INC . 
(A NOT FOR PROFIT ORGANIZATION 

BATON ROUGE, LOUISIANA 

NOTES TO FINAN CIAL STATEMENTS 
JUNE 30, 1999 AN D 

Summary of Siqnificant Accountinq Policies (continued) 

each institution are insured 
Corporation up to $i00,000. 
Organization 's uninsured cash 
$578,578, respectively. 

by the Federal Deposit Insurance 
At June 30, 1999 and 1998, the 
balances totaled $557,523 and 

Allocation of Administrative Expenses 

Central office overhead expenses are prorated between the various 
group homes, community homes, and transitional services based upon 
the percentage of each home's client days to total client days . 

Shared adm inistrative costs are those expenses that benefit only the 
group homes or the community homes . These costs are allocated among 
the various group homes or community homes based upon the percentage 
of each home's client days to total program client days. 

Estimates 

The preparation of financial statements in conformity with generally 
accepted accounting principles requires management to make estimates 
and assumptions that effect certain reported amounts and 
disclosures . Accordingly, actual results could differ from those 
estimates . As discussed in Note 7, the Organization has estimated a 
liability for the overpayment of Extraordinary Therapy services in 
the amount of $98,512. The actual liability will be determined upon 
completion of an audit by the Department of Health and Hospitals and 
may differ from management's estimate. 

2 . Investments 

Investments are carried at fair 
Mutual funds are all categorized 

Certificates of deposit 
Mutual funds 

Less unrealized gain 
Aggregate cost 

value and consist of the following. 
as available for sale . 

June 30 
1999 

$ 442,470 
16,387 

458,857 

1998 
$ 466,004 

17,665 
483,669 

8,027 9,306 
$ 474,363_ 

Investment return is summarized as follows: 

Interest income 
Unrealized gain (loss) 
Total unrestricted investment income 

Year Ended June 30 
1 



3. Deposit s 

THE HARMONY CENTER, INC . 
(A NOT FOR PROFIT ORGANIZATION) 

BATON ROUGE , LOUISIAN A 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 1999 AN D 1998 

Deposits include amounts paid to individuals toward the future 
purchase of buildings and land located at 1900 North Boulevard and 
1201 Convention, Baton Rouge, Louisiana. 

Note Payable 

The Organization has a line of credit with a local bank in the 
amount of $150,000. The credit line, which accrues interest at 7.5% 
per annum , has a one year term and matures in November 1999. The 
credit line is collateralized by certificates of deposit. As of 
June 30, 1999 and 1998, the outstanding balance was $96,957 and 
$115,782, respectively. 

5 . Lonq-Term Debt 

Long-term debt consists of the following 

Payee/ 
Collateral 
BankfLouisa St. 
real estate 

Interest Maturity 
Rate Date 

10 .25% 

Bank/3 vehicles 9.75% 

Bank/vehicle 9.00% 

Bank~unsecured 7.50% 

Monthly 
Pa~ nent 

11/1999 $2,014 

6/2000 1,817 

6/2000 653 

9/1999 679 

Bank/vehicle & 
officer guar 9.75% 1/2000 

Bank/real estate 9.75% 9/2008 

Bank/vehicle 

Bank/vehicle 

Bank/vehicle 

Bank/vehicle 

8.00% 

8.00% 

9.00% 

8.50% 

Less current maturities 

2/2003 

2/2003 

12/2001 

6/2003 

517 

613 

421 

391 

2,392 

904 

June 30 
I 

$195,695 $199,591 

20,652 

7,469 

2,671 

3,875 

44,861 

16,063 

14,589 

39,136 

14,288 

10,277 

8,959 

47,689 

63,625 

36,400 
405,900 319,940 
272,792 45,388 
~133,108 ~ 552 



THE HARM ONY CENTER , INC . 
A NOT FOR PROFIT ORGANIZATION) 

BATON ROUGE, LOUISIANA 

NOTES TO FINAN CIAL STATEMENTS 
JUNE 30. 1999 AND 1 

5. Long-Term Debt (continued) 

The long-term debt matures as follows: 

Year Ending June 30 
2000 
2001 
2002 
2003 
2004 

Thereafter 

Related Party Transactions 

$272,792 
46,448 
35,932 
20,373 
4,596 

25,759 

During the years ended June 30, 1999 and 1998, the Organization 
leased from an officer the following properties: 

Group Homes : 
Longfellow 
Harmony III 
Supervised Apartments 
Vermillion 
Jackson 
Bragg 
Shirley's Den 

Community Homes : 
East 
Bedford 
Elissalde 
Goudchaux 
Convention 
Riley 
Harmony II 
Florida 
M ason 

Administrative 

Year Ended June 30 
1999 

14 
18 
18 
12 
31 
18 
18 

7 
14 
7 
7 
14 
12 
14 
12 
12 

400 
000 
000 
000 
500 
000 
000 

692 
400 
200 
200 
400 
000 
400 
000 
000 

14 
18 
18 
12 
31 
18 
18 

7 
14 
7 
7 

14 
12 
14 
12 
12 

400 
000 
000 
000 
500 
000 
000 

692 
400 
200 
200 
400 
000 
400 
000 
000 

17,872 14,272 
2~!219~ 464 

The lease agreements are renewable annually . 



THE HARM ONY CENTER , INC . 

(A NOT FOR PROFIT ORGANIZATION) 
BATON ROUGE , LOU ISIANA 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 1999 AND 

Related Party Transactions (continued 

During the years ended June 30, ]999 and 1998, the Organization 
leased buildings and land to Maxima Industries, Inc . and Louisiana 
Health and Rehabilitation Options, Inc. Maxima Industries, Inc. is 
wholly owned by a family member of an officer of the Organization . 
The fam ily memb er also has a supervisory position with The Harmony 
Center, Inc . Louisiana Health and Rehabilitation Options, Inc . is 
owned by an officer of the Organization . The lease agreements are 
renewable annually . Rental income earned under these leases was as 
follows : 

Year Ended June 30 

Maxima Industries, Inc . 
Louisiana Health and Rehabilitation 
Options, Inc . 

1999 
$ 25,200 

12,000 
37,200 

1998 
$ 24,000 

12,000 
36j 000 

During the years ended June 30, 1999 and 1998 the Organization hired 
Louisiana Health and Rehabilitation Options, Inc ., to perform 
rehabilitation and therapy services. Fees incurred under this 
arrangement were as follows : 

Year Ended June 30 

Community Homes 
East 
Riley 
Harmony II 

1999 1998 

$ 60,150 
62,400 
55,650 

178,200 

$ 65,291 
65,29] 
65,291 

$ 195,873 

The Harmony Center, Inc . engaged Maxima Industries, Inc . to provide 
day program habilitation training for residents of the community 
homes. During the fiscal year, Harmony paid Maxima the following 
amounts for services rendered : 

Year Ended June 30 

Community Homes 
East 
Bedford 
Elissalde 
Goudchaux 
Convention 
Riley 
Harmony II 
Florida 
M ason 

]999 

$ 50,196 
43,921 
36,743 
37,647 
50,196 
45,156 
46,946 
37,647 
36,593 

$ 385~ 045 

$ 49,204 
43,053 
36,903 
36,903 
46,151 
40,025 
36,137 
36,903 
32,346 
35L  625 



THE HARM ONY CENTER , INC . 
A NOT FOR PROFIT ORGANIZATION 

BATON ROUGE, LOU ISIANA 
NOTES TO FINAN CIAL STATEMENTS 

Related Party Transactions (continued) 

As of June 30, 1999, the Organization owed Maxima Industries, Inc. 
$31,172. No amounts were due to Maxima Industries, Inc. as of June 
30, 1998. As of June 30, 1999 and 1998, the Organization was due 
$16,266 and $45,183, respectively, from Louisiana Health and 
Rehabilitation Options, Inc . 

The amount due from officer on the statement of financial position 
is an unsecured, short-term obligation which bears interest at 6%. 

7 . Operatinq Leases 

In addition to the related party leases which are discussed in Note 
6, the Organization leases a building from an unrelated party for 
$3,500 per month . The lease agreement is renewable annually. Rental 
expense under that lease was $42,000 for each of the years ended 
June 30, 1999 and 1998 . 

The Organization also leases various office equipment under 
operating leases. The leases commenced in August 1998, terminate in 
July 2004 and call for monthly payments totaling $1,941. Rental 
expense under those leases totaled $21,350. 

Future minimum rental payment under the above equipment leases are 
as follows : 

Year Ending June 30 
2000 
2001 
2002 
2003 
2004 
2005 

8. Estimated Extraordinarv Rate Overpavment 

23 
23 
23 
23 
23 

292 
292 
292 
292 
292 

i, 941 

The Organization has been notified by the Louisiana Department of 
Health and Hospitals that its extraordinary therapy services are 
under review for the year ended June 30, 1998. A lthough no final 
determ ination of liability for overpaym ent has been established as 
of the date of issuance of these financial statements, the 
Organization has used criteria set forth by the Department of Health 
and Hospitals to estimate a liability of $53,072 for the year ended 
June 30, 1998. Using the same criteria, the Organization has also 
estimated a liability of $45,440 for extraordinary therapy services 
for the year ended June 30, 1999. The total estimated liability of 
$98,512 has been accrued as of June 30, 1999 and charged to 
Extraordinary Therapy expenses. 

-  15 - 



9. Continqencies 

THE HARM ONY CENTER , INC . 
(A NOT FOR PROFIT ORGANIZATION 

BATON ROUGE , LOUISIANA 

NOTES TO FINAN CIAL STATEMENTS 
JUNE 30, 1999 AND 

Current and prior funds received from the various funding agencies 
are subject to audit by the respective agencies. Generally accepted 
accounting principles preclude a charge to income for a provision 
for loss contingencies, if any, that cannot be reasonably estimated . 
As discussed in Note 7, due to an audit of the Extraordinary Therapy 
Services, an overpayment liability been estimated and accrued . 

During the year ended June 30, 1997, an accident occurred which 
resulted in the fatality of a resident. The family of the deceased 
has filed a wrongful death lawsuit against the Organization . The 
case is in the discovery stage and the ultimate outcome of the legal 
proceedings related to this accident cannot presently be determined, 
nor can an estimate of the possible loss or range of loss be 
estimated; therefore, no provision for any liability that may result 
has been made in the financial statements . It is reasonably 
possible that a loss estimate or range of possible loss will be 
estimated in the near term . 

I0 . Non-Cash Investinq Transactions 

Non-cash investing transactions are summarized as follows 

Year Ending June 30 
]999 1998 

Acquisition of donated real estate ~ 64,00Q 

16 - 



SUPPLEMENTARY INFORMA TION 



CURRENT ASSETS 
Cash and cash equivalents 
Investments 
Accounts receivable 
Interfund receivables 
Receivables - other 
P~epald expenses 
Total current assets 

PROPERTY AND EQUIPMENT 
Buildings and land 
PuEnlture and equipment 
Vehicles 
Building improvements 

Accumulated depreciation 

OTHBR ASSETS 
Due from officer 
Deposits 
Goodwill 

TOTAL ASSETS 

CURRENT LIABILITIES 
Accounts payable 
Accrued expenses 
Interfund payables 
Note payable 
Cur~ent mBturltles of ]ong-term debt 
Total current liabilities 

JUNB 3~  

GROUP 
HOMES 

C~ NITY 
HOMES 

130,000 
130,000 

$155 
290 

~,434 
96 

272 
2,231 

904 
743 
909 
957 
792 
296 

LONG-TERM DEBT, net of current 
maturities 133.088 

$39,519 
97,805 

25,786 
93,110 

49 053 
, 

142,163 

EXTRR - 
ORDINARY 
THERApy 

$11,998 

107,396 

119,394 

$94,640 $ 
16,141 100,179 

16,609 
127,390 

91.882 

100,179 

19,215 

TRANSITIONAL 
SERVICES 

783 
(162,879) 

CENTRAL 
OFFICE 

$35,601 
459,857 

160,795 
673,100 

833,895 

$542 
3,890 

3,910 
8,342 

12,153 

$21,203 
142,726 

1,414,902 
96,957 
226,487 

1,902,275 

(86,295) 54,061 

TOTAL LIABILITIES AND NET ASSETS $6,300,566 $2,410,597 $1,880,039 $319,394 ($65,800)
, 

$1,956,336 



REVENUE 
Government fees - housing 
Government fees food 
Government fees - services 
Residents' rental income 
Contribution 
Rental income 
Interest income and other 

E~PE~SES 
ADMINISTRATIVE 
Salaries and wages 
Payroll taxes 
Emp]oyee benefits 
Advertising 
]nsu[ance 
Interest - operations 
Licenses 
Office supplies 
Pzlntlng 
P/ovider fee 
Motor vehicle expense 
Taxes - non-property 
Postage 
Professional servlces 
Subscriptions 
Telephone 
Training 
Travel and seminar 
Bank charges 
Extraordinary fate overpayment 

PLANT OPERATIONS AND MAINTENAN CE 
Salaries and wages 
Payroll taxes 
Employee benefits 
Outside services 
Repairs and maintenance 
Supplies 
Utilities 

COST RELATED TO CAPITAL ASSETS 
Depreciation 
Interest 
~ent 
Property taxes 
Other 

I)]ETARY EXPENSE 
Salaries and wages 
Payroll taxes 
Employee benefits 
Food 
Dietary supplies 
Dietician 

LAUNDRY AN D LINEN SUPPLIES 

HOUSEKEEPING SUPPLIES 

PERSONAL CLIENT NEEDS 
C]othing 
Otbe* 

MEDICAL AND NURSING 
Medical services 
Medical supplies 

$7,340,379 
86,90l 
195,078 
176,493 
64,000 
37,200 

535,781 
43,327 
31,097 

296,515 
12,277 
]7,909 
56,160 

240,076 
138,541 

260 
7,597 
83,945 
6,754 
99,500 
22,048 
52,720 
]4,344 
98,512 

127,213 
9,693 
3,807 
42,954 
109,402 
28,648 
164.064 

280,728 
9,914 
13,081 

23,941 

41,757 

34,293 
41,610 

11,931 
9,693 

GROUP 
HOMES 

116,913 
9,494 
6,43~ 

136,418 

4,846 
676 

2,464 
46,422 
12,395 
35,671 
3,813 

40,648 
3,162 
1,629 
]7,226 
60,169 
19,589 
88,120 

150,308 
3,114 

145,640 
2,783 
5.854 

167,934 
5,546 
8,096 

13,160 

26.135 

14,977 
24.086 

5,331 
4,512 

CO~ NITY 
HOMES 

EXTRA- 
ORDINARY TRANSITIONAL 
THERAPY SERVICES 

$ 

195.078 

6,281 
3,433,350 195,078 

110,836 
8,931 
9,047 

119,884 2,924 

6,420 
11,862 

240,076 
38,546 

69,440 
8,956 

i09,293 

14.911 

108,421 
3,526 
4,865 

9,885 

11,878 

18,804 
16,236 

6,467 
3,752 

98,512 

576 

115 

1,086 
2,396 
2,860 
2.446 

CENTRAL 
OFFIC6 

37,200 
33,610 
70.810 

300,032 
24,902 
35,613 

25,555 
12,277 

50 
38,772 

647 

24,296 
250 

1,946 
83,269 
3,100 
23,976 

634 
10,498 
% 687 



 

Othe, 

THERAPEUTIC AND TRAINING 
Salaries and wages 
Payzoll taxes 
Employee beaefits 
Supplies 
Other training 

RECREATIONAL 

(~ NSULTANTS 

A/.LOCATED EXPENSES 
Central Office cost 
Shared cost 

TCn'AI. BXPBNSES 

CHANGE IN NET ASSETS 

NET ASSETS - July I, 1998 

NET ASSETS - June 30, 1999 

2,850,040 
251,648 
118,891 
4,767 

596.026 

1,666,874 
146,280 
60,819 
3,888 
4.346 

32,152 

226,274 

426,820 

966,549 
86,523 
57,556 

516 
591,680 

TKANSITIONAL CENTRAL 
SERVICES OFFICE 

7,583.588 3,867,185 3,200,146 256,776 147,030 

359,330 315,770 233,204 (61,698) (86,295 

3,576,852 1,952,664 1,447,563 80,913 

$3,936,182 $2,268,434 $1,680,767 $19,216 ($86,295 
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12046 Justice Avenue, Suite B. 
Baton Rouge, Louisiana 70816 
Telephone: (225) 296-5200 
Fax: (225) 296-5201 
E-Mail: REBCPA@ wo~ldnet att net 

Richard E. Blown, C.P.A 
Terre L. Bidwell, C.P.A 

REPORT ON COMPLIANCE AN D ON INTERNAL CONTROL OVER FINAN CIAL 
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED 

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

To the Board of Directors 
The Harmony Center, Inc. 

We have audited the financial statements of The Harmony Center, Inc. (a not 
for profit organization) as of and for the year ended June 30, 1999, and 
have issued our report thereon dated September 30, 1999. We conducted our 
audit in accordance with generally accepted auditing standards and the 
standards applicable to financial audits contained in Government Auditinq 
Standards, issued by the Comptroller General of the United States . 

Compliance 

As part of obtaining reasonable assurance about whether The Harmony Center, 
Inc.'s fSnancial statements are free of material misstatement, we performed 
tests of its compliance with certain provisions of laws, regulations, 
contracts, and grants, noncompliance with which could have a direct and 
material effect on the determination of the financial statement amounts. 
However, providing an opinion on compliance with those provisions was not an 
objective of our audit, and accordingly, we do not express such an opinion. 
The results of our tests disclosed no instances of noncompliance that are 
required to be reported under Government Auditinq Standards . 

Internal Control Over Financial ReDortinq 

In planning and performing our audit, we considered The Harmony Center, 
Inc.'s internal control over financial reporting in order to determine our 
auditing procedures for the purpose of expressing our opinion on the 
financial statements and not to provide assurance on the internal control 
over financial reporting. Our consideration of the internal control over 
financial reporting would not necessarily disclose all matters in the 
internal control over financial reporting that might be material weaknesses. 
A material weakness is a condition in which the design or operation of one 
or more of the internal control components does not reduce to a relatively 
low level the risk that misstatements in amounts that would be material in 
relation to the financial statements being audited may occur and not be 
detected within a timely period by employees in the normal course of 
performing their assigned functions. We noted no matters involving the 
internal control over financial reporting and its operation that we consider 
to be material weaknesses . 

This report is intended for the information of the Board of D~rectors and 
management and is not intended to be and should not be used by anyone other 
than these specified parties. 

Baton Rouge, Louisiana 
September 30, 1999 
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Legislative Auditor 
State of Louisiana 

CO RRECTIVE A CTIO N PLA N 

February 10, 2000 

The Harm ony Center, Inc. respectfully subm its the following corrective action 
plan for the year ended June 30, 1999. 

Nam e and address of independent public accounting firm : R . Brow n & 
Com pany, APC CPAs, 12046 Justice Ave. Suite B, Baton Rouge, LA 70816 

Audit period: July 1, 1998 to June 30, 1999 

The findings form the June 30, 1999 schedule of findings and questioned costs 
are discussed below . The findings are num bered consistently w ith the num ber 
assigned in the schedule. 

Section A of the schedule, Sum m ary  of Audit Results, does not include findings 
and is not addressed. 

B, FINDING S-FINA NCIAL STATEM ENTS A UDIT 

Reportable Condition 

C 

99-1 Audit Not Com pleted in Accordance w ith LSA-R.S. 24:513 

Recom m endation: None 

Action Taken: The Harm ony Center, inc. will insure that the 
auditor subm its the audit report in a tim ely m anner. 

FINDINGS AND Q UESTIO NED COSTS - M AJO R FEDERAL AW ARD 
PRO G RA M S A UDIT 

U.S. Departm ent of Health & Hum an Services - None 

COI.I.IS B. TEMPI.E, JR, Executive Director SOIJNDR& J. TEMI'LE, Assistant Exccutivc l)ircctor 

(225) 383-9139 or (225) 387-5359 

Fax: (225) 336-5409 or (225) 336-5432 



If the Legislative Auditor has questions regarding this plan, please call Desiree Honore 

at (225) 383-9139. 

Assistance [Executive Director 


