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R. BROWN & COMPANY. APC CERTIFIED PUBLIC ACCOUNTANTS 12046 Justice Avenue, Suite B. Baton Rouge, Louisiana 70816 Telephone: (225) 296-5200 Fax: (225) 296-5201 E-M alh REBRO W N(&RBRO W NCPA.COM 
Richard E. Brown, C.P.A 

INDEPENDENT AUDITORS ' REPORT To The Board of Directors The Harmony Center, Inc. (A Not For Profit Organization Baton Rouge, Louisiana 

We conducted our audits in accordance with auditing standards generally accepted in the United States of America and the Standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit 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, 2003 and 2002, and the changes in its net assets and its cash flows for the years then ended in conformity with accounting principles generally accepted in the United States of America. In accordance with Government Auditing Standards, we have also issued our report dated October 30, 2003, except for note 9 dated February 27, 2004, on our consideration 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. That report is an integral part of an audit performed in accordance with Government Auditing Standards and should be read in conjunction with this report in considering the results of our audit. 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 20 through 26 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. As discussed in Note i0 to the financial statements, subsequent to years ended June 30, 2003 and 2002, The Harmony Center, Inc. prepared and filed Cost Reports for Benton Rehabilitation Hospital, indicating amounts due. The ultimate outcome of any adjustments to the Cost Reports cannot presently be determined, but [nanagement is of the opinion that no additional amounts will be due. Nevertheless, due to uncertainties with the Cost Reports, it is at least reasonably p~ management's view of the Outcome will change in the term~ ~7 ~/~  October 3 , Baton Rouge, Louisiana k2 



CURRENT ASSETS Cash and cash equivalents Investments (Note 4) Accounts receivable Receivables - other (Note 5) Inventory Prepaid expenses Total current assets PROPERTY AND EQUIPMENT Buildings and hand Furniture and equipment Motor vehicles Building improvements Accumulated depreciation 
OTHER ASSETS Due from officer (Note 5) Deposits (Note 2) Goodwill 

CURRENT LIABILITIES Accounts payable (Note 5) Accrued expenses Cost report settlement payable Note payable (Note 4) Current maturities of long-term debt (Note 3 Total current liabilities 

JUNE 30 2003 
$183,689 170,773 1,174,176 60,388 3,642 42,367 1,635,035 
4,129,422 992,443 861,026 832,289 6,815,180 (2,249,978 4,565,202 
187,489 93,400 130,000 410,889 $6,611,126 
$723,076 173,331 304,907 373,405 471,996 2,046,715 LONG-TERM DEBT, net of current maturities (Note 3) 926,896 

2002 
$159,264 194,580 1,341,952 78,136 4,349 100,571 1,878,852 
4,125,446 939,609 773,626 812,363 6,651,044 (1,993,459) 4,657,585 
200,216 40,700 130,000 370,916 $6,907,353 
$537,279 116,363 337,243 100,732 162,623 1,254,240 

2,973,611 2,365,253 3,637,515 4,542,100 $6,611,126 $6,907,353 
these financial statements 



REVENUE AND SUPPORT Government fees - housing Government fees - food Government fees - services Residents' rental income Government fees - Medicare A Gain on sale of assets Rental income (Note 5) Interest and other income Total revenue and support EXPENSES Program services: Group homes Community homes Extraordinary therapy Benton Rehab Hospital 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 

YEAR ENDED JUNE 30 2003 2002 
$9,508,109 96,352 84,154 394,536 1,351,284 157,895 4,235 11,596,569 
5,597,024 3,293,888 63,270 1,820,759 10,774,941 
1,726,213 12,501,154 

$9,004,303 49,917 102,802 352,094 1,575,825 2,905 44,050 21,709 11,153,605 
4,964,494 3,168,569 68,721 1,460,173 9,661,957 
1,490,082 11,152,039 904,585) 1,566 4,542,100 4,540,534 $3,637,515 $4,542,100 

The accompanying notes are an integral part of these financial statements - 3 - 



Salaries and wages Payroll taxes Employee benefits Advertising Insur~ce Interest - operations Licenses Office supplies Printing Provider fee Motor vehicle expense Taxes - non-property Postage Profe~sic~l se~ices Subscrlpti~s Telephone Training Travel and semi~r Bank charges M~gement fees (No~e 5 Miscell~eous 
~,358 203,Qe9 8.869 131,872 36,867 59,133 5~,586 120,000 38,744 pLANT OpERATIONSANDMAINTENANCE Salaries~d wages 149.266 Pay~ll taxes 13.356 EmPloyee benefits 5,131 Outside services 65,522 Repairs and malnt~ance 211,$98 Supplies 62,191 utilities 367,758 COST RELATED TOCAPITALASSETS Depreciation Interest Rent (Notes 5 & 6) property t~s Other DIETARY EXPOSE Salaries and wages Payroll t~es Employee benefits Food Dietary supplies Dietlci~ 
59,629 4,461 6 426,930 15,947 20,392 LAUNDRy ANDLINENSUPPLIES 23.501 HOUSEKEEPING Salaries and wages 33,613 Housekeeping supplies 47,317 PERSO~ CLIm~T NEEDS Clothing Other MEDICAL AND ~URSING Salarlesan4wages Payroll t~es Medlcal se~ices Medical supplies Ambulance se~ices Patient transportatlon X-Ray expense Other THERAPEUTIC AND TRAINING Salaries and wages Payroll t~es EmploTee be~fiCs Supplies Other training (Note 5 RECREATIONAL CONSULTANTS EXECOTIVE EDUCATION (Note S) COST REPORT SETTLEMENT AMOUNT (Note 10) 

30,807 55,035 637,131 49,4O8 41,432 62,720 4,912 12,337 17.263 220,898 
85,326 621,896 42,795 

$222,783 14,355 16,679 213,801 8,529 34,666 1,156 152,24B 

21 62 53 33 6a Oa 5~ 138,108 46,412 152,400 6,939 45,910 
281,348 9,577 10,532 13,953 
30,808 5,337 34,129 

54,311 274,194 :~2,795 

COMITY 

959 892 837 493 306 784 119 
22,115 29,702 7,079 73,v21 38,292 4,511 74,301 10.529 
3,~2g 
7.025 

I,I52,132 104,637 84,418 562,817 

1,604 (25 

55,373 6,018 300 

BENTO~ RESAS CENTRAL HOSPITAL OFFICE 

59,629 4,461 6 34,127 978 S.978 

The accompanying notes are an integral part of these financial statements 



Salaries and waqes Payroll taxes E.~loy~ b~r~flt, Advertlslnq Insur~~e Interest - operations LiC~em Office supplies erlnti~ er~i~r fee Motor vehicle expense T~es . non.property Postage Professlo~l entices subacrlptions Telephone Trainin~ Travel and s~i~r Sank charges Ma~g~nt fees (Note 5 Miscell~eous 
S,536 lv5,627 6.e~6 115,2o7 29,547 63.756 30,352 117,000 76.V64 pSANTOpERATIONS A~DMAINTENANCE salaries and waqes 148.005 Payroll t~es 10,957 E~Ioyee benefits 4,033 Outsldese~leee 53,532 RepalrB ~d minten~ee 199,115 Supplies 41.397 Utilities 27a,378 ~ST~TED~IT~S~ Depreciation 270,571 InCe~st 81.504 Rent (Notes 5 & 6) 211,474 e~perty t~es S.OlG oehe~ tzo.14s DIETARy EXPOSE Salaries and wages payroll t~es EmPloYee beneflts eood Dietary lupplles Dietician L~mDRy A.D Ln~ SUppLIES HOUSEKEEPING Salaries and wages Housekeeping ~ppltes eses~ cLim~ ess~ Clothing Other MEDICAL AND NURSING Salaries and wages payroll t~es Medical se~ices Medi~l supplies mabul~ee se~ices Pat i~t t r~spor t ati~ X-~y expense TSERApEUTIC AND TRAINING Salarles~d wages payroll t~es En~loyee benefits Supplies Othez traininq (Note 5 RECREATIONAL CONSULTANTS EDUCATI(kW (Note S} COST REPORT SETTL~ AMOUUNT (Note 101 

37,023 389,924 14,250 16,40V 26.719 19,~60 45,949 31.S~2 4S.SSS 313.752 35,41~ 13,512 54,~06 1.SS? 2.155 9,442 239,834 
87,325 471,279 275.943 

$1~3.4~2 13,811 16,4se 240,334 14,B31 36,329 1,561 . 134,701 . 4,887 2.089 34,740 12,506 121 22.422 3,3~ 1416 8%795 64.582 

63,060 237,556 6,261 

COMMUNITY 
11,140 13,698 136,963 7.000 18,109 271.206 53.80~ 2.718 zs 1.591 4.37e ~6.791 3.2e4 1,143 12,~30 36,851 19,081 ~0.3~1 S,Sl~ 65,208 S0.407 ~.926 ~S.000 lS7 10.255 
I08,903 

24,987 16.363 

22,302 102,212 

The accommanvlnq notes are an intesral part of these financial state~nts 

EXTRA- ORDINARy 
3,216 (18 

62.566 5~299 (2.342 

BENTON 

S03 44,128 2,332 3,~*1 290 68 1,712 2,12~ 2,009 ~0.527 s.~7o 12,562 ~.200 2,050 25.346 37,023 1,154 2.170 

313,752 35,416 7.705 40,779 1,597 2,155 9,442 I09.292 

QFFICE 

728 87.369 824 72,410 260 



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 CASH FLOWS FROM INVESTING ACTIVITIES: Loans to shareholder Repayments from (loans to) others, net Proceeds from liquidation of investments Capital expenditures Net cash used in investing activities CASH FLOWS FROM FINANCING ACTIVITIES: Proceeds (payments) on line of credit Proceeds from long-termdebt Payments on long-term debt Payment of deposit toward purchase of real estate Net cash used in provided by financing activities NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS CASH AND CASH EQUIVALENTS - beginning of year CASH AND CASH EQUIVALENTS - end of year Reconciliation of change operating activities: Change in net assets 

YEAR ENDED JUNE 30 2003 2002 
$11,223,488 394,534 i15,100 6,172 (11,758,520 (150,173 (169,399 
12,727 
(164,138) (151,4ii) 
272,673 303,596 (178,334 (52,700 345,235 

$I0, 
(io, 
498, 352, 44, 22, 563, (99, 
925 094 050 640 437) 277) 254,995 
5,780 (589) 245,706 (1,079,437) (828,540 
(6, 1,025, (398, (10, 
845) 415 847) 200) 609,523 

24,425 35,978 159,264 123,286 $183,689 in net assets to net cash provided by 
Adjustments to reconcile change in net assets to net cash flow from operating activities: Depreciation Gain on sale of property (Increase) decrease in investments (Increase) decrease in receivables - other (Increase) decrease in inventory (Increase) decrease in accounts receivable (Increase) decrease in prepaid expenses (Decrease) increase in accounts payable (Decrease) increase in cost report settlement payable (Decrease) increase in accrued expenses Net cash provided by operating activities 
The accompanying notes are an integral 

$159,264 
($904,585) $1,566 
256,514 23,807 17,748 707 167,776 58,204 200,757 (32,336 42,009 

270,566 (2,905] (10,083) 11,014 (2,572) (233,922) (51,780) (104,258) 337,243 40,126 ($169,399) $254,995 
part of these financial statements - 6 - 



THE HARMONY CENTER, INC. A NOT FOR PROFIT ORGANIZATION BATON ROUGE, LOUISIANA NOTES TO FINANCIAL STATEMENTS JUNE 30, 2003 AND 2002 
I. Summarv of Siqnificant Accountinq Policies 
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 six programs which include the following: 
Thirteen homes providing housing and care for foster children and referrals from the Department of Corrections aged 14 to 18. 
Ten homes providing housing and care for mentally impaired clients aged 18 and over. Extraordinary theraDv Additional health and chronically mentally ill Transitional services 

rehabilitation services clients residing in community provided to homes. 
Supervised transitional residence and aftercare program for discharged forensic clients to develop daily living skills and prepare for vocational adjustment. Mental Health Rehab services Community based mental health services for mentally ill clients Benton Rehab Hospital Hospital environment which provides physical rehabilitation services to accident and stroke victims. This is a Medicare - Part A rehabilitation hospital that became certified December 20, 2001. All 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 well as the Federal Government through the Medicare program, as follows. Funding received by the Organization is in its capacity as a vendor; no Federal awards are received. -7- 



THE HARMONY CENTER, INC A NOT FOR PROFIT ORGANIZATION BATON ROUGE, LOUISIANA NOTES TO FINANCIAL STATEMENTS JUNE 30, 2003 AND 2002 
I. Summarv of Siqnificant Accountinq Policies (continued) Program 
Longfellow 
Harmony III 

FundinQ A~en 
Office of Community Services Per diem Department of Education Meals provided Office of Juvenile Services Per diem Department of Education Meals provided supervised Apts Office of Juvenile Services Per diem Hadley House Office of Juvenile Services Per diem Department of Education Meals provided Vermillion 

Jackson 
Bragg 
Fairfields 
Changes 
Focus 

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 provided Office of Community Services Per diem Department of Education Meals provided Office of Juvenile Services Per diem Department of Educatlon Meals provided Shirley's Den Office of Juvenile Services Per diem Department of Education Meals provided A B Horn 
Oaks 
Camelia 

Office of Juvenile Services Per diem Department of Education Meals provided Office of Community Services Per diem Department of Educatlon Meals provided Office of Community Services Per diem Department of Education Meals provided Transitional Services: Transitional Office of Mental Health Per diem -8- 



THE HARMONY CENTER, INC A NOT FOR PROFIT ORGANIZATION BATON ROUGE, LOUISIANA NOTES TO FINANCIAL STATEMENTS JUNE 30, 2003 AND 2002 
i. Summary of Significant Accountinq Policies (continued 

Fundin Services: Mental rehab office of Mental Health Services rendered Communitv Homes: East Bedford Goudchaux Elissalde Convention Riley Harmony II Florida Street Mason Carrollton 

office of Family office of Family office of Family office of Family office of Family office of Family office of Family office of Family office of Family office of Family Extraordinary Therapy: 

Security Security Security Security Security Security Security Security Security Security 
Bedford Office of Family Security Harmony II office of Family Security Florida Street office of Family Security Benton Rehab Hospital: 

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

Benton Medicare - Part A Per diem 
Cash and Cash EQuivalents 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. 
Income Taxes The Organization is a not-for-profit organization that is exempt from income taxes under Section 501(c) (3) of the Internal Revenue Code. 

-9- 



THE HARMONY CENTER, INC A NOT FOR PROFIT ORGANIZATION BATON ROUGE LOUISIANA NOTES TO FINANCIAL STATEMENTS JUNE 30. 2003 AND 2002 
Summary of Siqnificant Accountinq Policies (continued 
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 required 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, 2003 or 2002. 
Contributions Any contributions received by the Organization, including donations of 10ng-lived assets, are considered to be available for unrestricted use unless specifically restricted by the donor. During the year ended June 30, 2003 and 2002, there were no contributions. 
Allowance for Doubtful 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 and the Federal Government, all amounts are considered to be collectible and therefore, an allowance for uncollectible accounts has not been established. 
Inventory is valued at the lower of cost (as determined by the first-in, first out method) or market. 
Valuation of Investments Investments consist of certificates of deposit. 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 decreases in unrestricted net assets on the accompanying statement of activities. 

I0 



THE HARMONY CENTER. INC. A NOT FOR PROFIT ORGANIZATION BATON ROUGE, LOUISIANA NOTES TO FINANCIAL STATEMENTS JUNE 30. 2003 AND 2002 
Summary of Siqnificant Accountinq Policies (continued 
ProDertv and Ec[uiDment 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 Vehicles Building improvements On April 30, 2002, The Harmony building located at 1325 North a purchase price of $600,000. 

40 5-10 3-5 2-20 
years years years years Center, Inc. acquired the land and Street (The Deville Apartments) for 

During the year ended June 30, 2002, The Harmony Center, Inc. acquired the land and building located at 1900 North Blvd. for a purchase price of $741,000 to operate a school and a recreational facility. Fair Value of Lonq-Term Debt Based on the borrowing rates Organization for similar loans with the carrying amount of its long-term 
Concentration of Credit Risk 

currently available to the similar terms and maturities, debt approximates fair value. 
Financial instruments that potentially subject the Organization to concentrations of credit risk consist principally of trade accounts receivable. As of June 30, 2003 and 2002 substantially all of the Organization's trade receivables are unsecured and due from agencies of the State of Louisiana and the Federal Government. 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 each institution are insured by the Federal Deposit Insurance Corporation up to $i00,000. At June 30, 2003 and 2002, the Organization,s uninsured cash balances totaled $56,867 and $430,538, respectively. 

iI - 
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THE HARMONY CENTER, INC. A NOT FOR PROFIT ORGANIZATION BATON ROUGE, LOUISIANA NOTES TO FINANCIAL STATEMENTS JUNE 30, 2003 AND 2002 
Summary of Siqnificant Accountinq Policies (continued 
Allocation of Administrative Expenses 

Estimates 

Reclassifications Certain amounts in the 2002 financial statements have been reclassified to conform to the 2003 presentation. Such reclassifications had no effect on reported change in net assets. 

-12- 



THE HARMONY CENTER. INC A NOT FOR PROFIT ORGANIZATION BATON ROUGE, LOUISIANA NOTES TO FINANCIAL STATEMENTS JUNE 30, 2003 AND 2002 
Long-termdebt consists of the following Payee/ Collateral Bank/Louisa St. real estate 

Interest Rate Maturity Date Monthly Payment June 30 2003 2002 10.25% 11/2004 $1,685 $193,739 $193,739 Company/Land & Building 10.00% 9/2002 25,000/qtr Bank/real estate 9.75% Bank/vehicle 7.60% Bank/2 vehicles 8.50% Bank/vehicle 8.00% Bank/vehicle 8.00% Bank/vehicle Bank/vehicle 7.57% 7.57% Bank/real estate 7.75% 

9/2oo8 6/2005 6/2003 2/2003 2/2003 8/2007 8/2007 5/2008 

613 835 904 391 421 404 404 5,144 

0 25,000 28,423 32,743 16,750 

17,295 17,295 250,899 

25,146 10,320 3,051 2,027 0 0 0 Bank/real estate 8.50% 12/2003 10,736 387,314 478,955 Bank/real estate 8.95% 4/2005 
Less current maturities 
The long-term debt Year Endinq matures as follows: June 30 2004 2005 2006 2007 2008 Thereafter 

13- 

5,150 487,176 502,655 1,398,891 471,996 $ 926,895 
$ 471,996 729,314 65,406 70,767 61,408 0 $1,398,891 

1,273,636 162,623 $i,iii,013 



THE HARMONY CENTER. INC. A NOT FOR PROFIT ORGANIZATION BATON ROUGE. LOUISIANA NOTES TO FINANCIAL STATEMENTS JUNE 30. 2003 AND 2002 
The Organization has two lines of credit with a local bank in the amounts of $125,000 and $250,000. The credit lines accrue interest at 7.5 and 7.75% per annum, respectively. The lines renew on an annual basis and mature on December 2003 and April 2004, respectively. The lines are collateralized by certificates of deposit and real estate. The outstanding balance of the $125,000 credit line as of June 30, 2003 and 2002, was $125,000 and $100,732, respectively. The $250,000 line of credit was established in March 2003 and the balance as of June 30, 2003 was $248,405. 4. Related Partv Transactions During the years ended June 30, 2003 and 2002, the Organization leased buildings and land to Maxima Industries, Inc. and Louisiana Health and Rehabilitation Options, Inc., both of which are 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. 

2003 $ 25,200 2002 $ 25,200 15,500 $ 40,700 During the years ended June 30, 2003 and 2002 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 

14 

2003 2002 $ 53,400 53,400 44,400 $ 151,200 
$ 53,400 58,650 39,150 $ 151,200 



THE HARMONY CENTER INC. (A NOT FOR PROFIT ORGANIZATION BATON ROUGE, LOUISIANA NOTES TO FINANCIAL STATEMENTS JUNE 30 2003 AND 2002 
5. Related Party Transactions (continued) 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 Mason 

2003 2002 

38,624 $381,107 

$ 52,500 39,445 37,854 38,758 47,216 51,104 37,899 40,419 36r626 $ 381,821 During the years ended June 30, 2003 and 2002, the Organization leased from an officer the following properties: Year Ended June 30 Group Homes: Longfellow Supervised Apartments Vermillion Jackson Bragg The Oak Shirley's Den A B Horn Community Homes: East Elissalde Goudchaux Convention Riley Harmony II Florida Mason Administrative 

2003 $8,400 18,000 18,000 31,500 18,000 18,000 18,000 0 
7,000 7,000 7,200 14,400 0 14,700 12,000 12,000 

2002 8,400 18,000 12,000 31,500 18,000 0 18,000 4,500 
0 3,000 7,200 14,400 12,000 14,400 12,000 12,000 

The lease agreements are renewable annually. 
15- 



THE HARMONY CENTER, INC A NOT FOR PROFIT ORGANIZATION) BATON ROUGE, LOUISIANA NOTES TO FINANCIAL STATEMENTS JUNE 30, 2003 AND 2002 
5. Related Partv Transactions (continued Reflected in accounts payable are the following balances as of June 30, 2003 and 2002: Year Ended June 30 
Maxima Industries, Inc. Louisiana Health and Rehabilitation Options, Inc 

The amount due from officer on is an unsecured, short-term bearing during the fiscal years 

2003 2002 $ 33,371 12,600 $ 45,971 was due $39,495 and and Rehabilitation from Louisiana New 
the statement of obligation which financial position was non-interest ended June 30, 2002 and 2003. During the years ended June 30, 2003 and 2002, the Company paid management fees totaling $120,000 and $117,000, respectively, to Human Resource Group Inc., a corporation owned by an officer of the Company. During the year ended June 30, 2003 and 2002, the Company incurred education costs of $346,820 and $269,682, respectively, related to the Louisiana New School Academy, a nonprofit organization formed under Section 501(c) (3) of the Internal Revenue Code which is operated by a relative of an officer of the organization. 

6. ODeratinq Leases In addition to the related party leases which are discussed in Note 5, 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, 2003 and 2002. 

16 



THE HARMONY CENTER, INC. A NOT FOR PROFIT ORGANIZATION) BATON ROUGE, LOUISIANA NOTES TO FINANCIAL STATEMENTS JUNE 30, 2003 AND 2002 
6. Operatinq Leases (continued 

Future minimum rental payment under the above equipment leases are as follows: Year Endinq June 30 2004 2005 2006 2007 2008 
7. Estimated Extraordinary Rate OverDavment 

$35,618 35,618 34,168 19,136 0 
The Organization was notified by the Louisiana Department of Health and Hospitals that its extraordinary therapy services were under review for the fiscal year ended June 30, 1998. Although no final determination of liability for overpayment was established as of June 30, 1999, the Organization 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 estimated a liability of $45,440 for extraordinary therapy services for the year ended June 30, 1999. No additional liability was accrued as of June 30, 2000. As of June 30, 2000, the total estimated liability was $98,512. As of June 30, 2001, management reduced the estimate to zero; therefore removing the liability. No accrual was necessary as of June 30, 2002 and 2003. 

17- 



THE HARMONY CENTER, INC. A NOT FOR PROFIT ORGANIZATION BATON ROUGE, LOUISIANA NOTES TO FINANCIAL STATEMENTS JUNE 30, 2003 AND 2002 
Continqencies (continued) A petition was filed by a plaintiff for personal injuries he allegedly received on March 13, 1999 when he was involved in a motor vehicle accident with a vehicle owned by The Harmony Center, Inc. and operated by an employee of The Harmony Center, Inc. The case went to trial and was settled during fiscal year 2003 for $40,000. A petition has been filed by a plaintiff for the purpose of acquiring by expropriation an interest in the property located at 4914 McClelland St. Plaintiffs and defendants have entered into a Consent Judgement by which plaintiffs shall pay The Harmony Center, Inc. $18,009. 9. Other Matters During the year, The Harmony Centers, Inc.'s executive director collected rental income in the amount of $42,795 from tenants of the Deville Apartments which are owned by The Harmony Center, Inc. The income was retained by the executive director. The Board has retroactively approved the retained amounts as additional executive director compensation. i0. Benton Rehabilitation Hospital Costs Reports and Restatement of Financial Statements The Financial statements for the year ended June 30, 2002 have been restated to reflect a $337,243 payable by Benton Rehabilitation Hospital as a result of the completion of Benton's Cost Report for the period December 31, 2001 to June 30, 2002. The Cost Report for the year ended June 30, 2003 reflected refundable amounts totaling $32,336. The net amount is unpaid as of June 30, 2003. As of June 30, 2003 any additional amounts if any, which may be due, cannot be determined. 

-18 



SUPPLEMENTARY INFORMATION 



~ASSETS Cash and cash equivalents Invest~nts ACCOSts receivable Interfund recelvableB Receivable~ - other Inventory Prepaid eXl~es Total current assets eROPER~ A~ EQUIm~T Buildings and land Fu~iture ~d equipment Vehicles suildins lmp~ve~nts 
OTHER ASSETS Due fr~offleer Deposits Goodwill 

183.689 IV0,773 1.x74,176 1,196.737 6o.3ee ~.642 42.367 2.S31.773 
4,129.422 992.443 861,026 832,289 6,elS.XSO (2,249,97e 4.56S,202 

EXTRA- BENTON GROUP ~ITy ORDINARY REIL~8 C~TRAL HOMES HOMES THERAPY ROSPITAL OFFICE 
$ 1,200 $ 645.397 350,673 355,I17 1,23~.4~2 4,6O4 (59 Z7,731 e,9ie Z.024,0~0 i.s09,994 
i,775,910 51e.627 440,153 473,849 3,208,549 (Z.Z02,039) 2,106,510 

2S0,334 194,30~ 239.066 157,169 870.87S 447,853 423,022 
130,000 130,000 

55,844 3,642 17,718 428.643 
2.i03,i?0 232,SSS zsi.eo7 155,183 2,672,7i5 (6S9.046 i.ge3.66e 
I57,489 50.900 238.3e9 

CURRENT LIABILITIES Accounts payable $ 723,076 $ 177.08s S alS,26z 141 $ 144,e04 $ 185,~e1 Acc~ed expenses 173,331 77,205 35.354 1,064 19,367 40,341 Cost report settl~ent ~ayable 304,907 304,907 Interfundpayables 1.196,737 1,196.937 Note payable 373,405 373,405 Current maturities of long-te~ debt 471,996 22.62% 8.405 440.962 Total current liabilities 3,243.452 276,923 259,020 1.204 469,07q 2,237.227 LONG-TERM DEBT. net of current ~curicie, 926.896 48Z,843 37.314 407.740 Total liabilities 4,170,348 758,766 296,334 1,204 469,077 2,644,956 NET ASSETS, ~estricted 3,637,516 2,414,293 1,646.682 246.847 (876,041) 5,734 TO'rAL LIABILITIES AND NET ASSETS $ 7,807,864 $ 3,173.059 $ 2,1_,43.016 $ 248,052 $ (406,964) $ 2.650.701 
The accompanying notes are an integral part of this schedule. - 20 - 



 

Government fees - housing Government fees - food Oove~ent fees - services Gove~nt fee Medicare A Cain on sale of assets Rental Inc~ Interest inc~ and other 
Salaries and wages Pay~ll t~s E~loyee benefits i~nvertislng n,ur~ce interest - operations Lic.n~es office supplies Printing Pr~ider fee Motor vehicleexpen~ T~es - non-property Postage professio~l se~ices Subscriptions TeleDh~e Trainln~ Travel and 8emi~r sar~ ch~es M~g~ent fees Miscellaneous pLA~T OpBRAT~C~S AND ~Nr~AN~ Salaries and wages Pay~ll t~es EmplOyee benefits Outside se~ices Repairs and~intenan~ supplies Utilities COST ~IAT~ TO CAPITAL ASSETS Dep~ciat ion Interest R~t ~roper~y t~s Other DIETARy EXPENSE Salarle. and wages Payroll taxes Em~loTee benefits Fe~l Diet ar~ supplies Dietician LAUNDRy A~D LINEN suP~iEs HOUSEKEEPING salaries and wa~es Housekeeping supplies pE~ONAL CLIENT NEEDS Clothing OCher 

EXTRA~ BENTON GROUP COMMUNITY ORDINARy REHAB CENTRAL TOTAL HO~S HOMES THERAPY HOSPITAL OFFICE $ 9.508,109 96,352 84,154 394,$36 1.351.284 
$ 6,007.430 96.352 201.24~ $ 3,500.679 193.294 $ z.351.284 157.895 42,7~5 - - i15,100 4r239 so ~o9 ~ la2 3,795 iI,596r569 6t347r~ 3~694~182 84~54 I[351f466 I18~898 

869,824 SS.V93 ~S,4~0 7S ~68,16~ ~2,e4~ 14,356 59,481 ~es.s84 ~4S.~ 

149,266 13,356 5,131 65.$22 211,598 62.191 367.758 256.516 I12,363 368.S17 8,133 117.861 59,62~ 4,461 6 426.93G 15.94~ 20.392 

30,362 2*353 (V33 20,768 144.508 44.419 240,8S9 

281,348 i0.5~2 

14~,256 19,749 107,156 5,041 
55,voe 
9,493 17,306 4.~84 1,119 38,723 ~8,550 =,e~o 22,115 ~9.~02 ~,07S ~S.~92 4.5~1 74,301 10,529 
5,~9~ 3,e~o 
~,o~5 ~s,4~o 2o,9o6 

694 ~3,314 2.844 6,563 20 1,003 2.4ss 
9,~eo ~,841 5.190 15,~21 7,0S~ ~1,192 ~,~40 . I~,720 4,4~1 6 34.127 ~78 S,e~O 6.219 

335,934 31,244 120,813 19.538 . 1,631 1,04~ ~ 112,341 1.187 84,4?0 24.194 4~,m~8 leO,OOO 
5,30~ 5,664 17.449 22,0~6 31,986 72,276 ~1.440 77,51~ 1,194 43.702 



MEDICAL AND NURSING S~larJe~ ~d wages PayrolI taxes Medical se~ices M~dical supplies A~1~ce ,e~ices Patient tr~sDortation X-Ray expe~e other ~E~PE~IC AND TRAINING Salaries and wages Payroll t~es E%91oyee ~nefits Supplies Other t raining RECREATICN~ C~SULT~STS ED~.ATI0~ COST RE~RT S~ ~RT ~TED ~P~SES C~nCral office cost Shared cost 90T~ EXp~SBS C~A~B I~ ~Wr ASSETS Int.rDroqr~ Tr~sfmre NET ASSETS . July i, 2{)02 NET ASSETS - June 30, 2003 

EXTRA - BENTON GROUP ~ITY ORDINARy REHAB TOTAL HOMES ~OMES THERApy HOSPITAL 

3,950,890 353,009 294,233 2,520 567.261 54,311 274,194 ~.230 
562~817 27,389 116,793 

(SO4.SSS) (82,645) (73.S25) ~O,SS4 (VST,]4S) (n,SSO) 8,~90 (a,VSO) 4rE42rlO0 2t4881148 It928t997 225r963 (118t693~ 17f685 ~  ~  246,847 ~  $5,7~4 

The acc~panyinq notes are an integral part of this schedule 
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R. BROWN & COMPANY, APC CERTIFIED PUBLIC ACCOUNTANTS 12046 Justice Avenue, Suite B. Baton Rouge, Louisiana 70816 Telephone: (225) 296-5200 Fax: (225) 296-5201 E-Marl: REBROWN(f~,RBROWNCPA.COM 
Richard E. Brown, C.P.A. 

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL 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, 2003, and have issued our report thereon dated October 30; 2003. 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. Compliance As part of obtaining reasonable assurance about whether The Harmony Center, Inc.'s financial 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 Auditing Standards. Internal Control Over Financial ReDorting 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. However, we noted certain matters involving the internal control over financial reporting and its operation that we consider to be reportable conditions. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of internal control over financial reporting that, in our judgment, could adversely affect The Harmony Center's ability to record, process, summarize, and report financial data consistent with the assertions of management in the financial statements. The following reportable conditions were identified: 

Executive director collecting rental income of owned apartment building and not depositing into organization's bank account. Retroactive approval of additional compensation in the amount of the non-collected rents was obtained from the Board. 
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The following reportable conditions for the year ended June 30, 2002 and management's actions are as follows (these reportable conditions were not reportable conditions for the year ended June 30, 2003): i Absence of timely recordation of certain one-time transactions (i.e acquisitions, bank financings, etc.) During the year ended June 30, 2003 management recorded certain one time transactions timely 
Failure to timely produce and review monthly financial statements During the year ended June 30, 2003 management began producing and reviewing financial statements Absence of timely monitoring and collection of employee and other receivables During the year ended June 30, 2003 management discontinue making employee loans and properly monitored collections from employees and others 

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. 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 reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses. However, we believe that none of the reportable conditions described above is a material weakness. This report is intended for the information and use of the Board of Directors, and management and is not intended to be and should not be used by anyone other than these specified parties. However, this report is a matter of public record and its distribution is not limited. 

Baton Rouge, October 30, Louisiana 2003 
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