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INDE PEN DENT AUDITORS ' REPORT 

To the Board of Directors 
Mon roe A rea Guidance Center 
a/k/a Harmony House 
Monroe, Louisiana 71201 

~ Accounting & Audltlng 
. H.U.O. Audits 
. Non.Profit Orgsnlzatlontl 

~ Buslne~l & Financial Plat)nlng 
, Tax Preparation & Planning 

- Individual & Partnership 
~ Corporate & Fiduciary 

~ ~k~okkeep[n9 & Payro|l Services 

We have audited the accompanying statement of financial position of the 
Monroe Area Guidance Center a/k/a Harmony House (a nonprofit 
organization) as of and for the year ended June 30, 2002, and the related 
statements of activities, functional expenses, and cash flows for the 
year 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 audit . 

We conducted our audit in accordance with auditing standards generally 
accepted in the United States of ~ nerica; Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards 
require that we plan and perform the audit 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 significant 
estimates made by management, as well as evaluating the overall financial 
statement presentation . We believe that our audit provides 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 Monroe Area 
Guidance Center a/k/a Harmony House, as of June 30, 2002, and the changes 
in its net assets and its cash flows for the year then ended, in 
conformity with accounting principles generally accepted in the United 
States of Am erica . 

Our audit was made for the purpose of forming an opinion on the basic 
financial statements of Monroe Area Guidance Center a/k/a Harmony House 
taken as a whole . The accompanying financial information listed as 
supplem entary financial information in the table of contents for the year 
ended June 30, 2002, are presented for purposes of additional analysis 
and are not a required part of the financial statements. Such information 
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has been subjected to the auditing procedures applied in the audit of the 
financial statements and, in our opinion, is fairly stated in all 
material respects in relation to the financial statements taken as a 
whole . 

In accordance with Government Auditing Standards, we have also issued a 
report dated September 20, 2002 on our consideration of Monroe Area 
Guidance Center a/k/a Harmony House's internal control over financial 
reporting and on 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 . 

JOHNSTON , PERRY, JOHNSON & A SSOCIATES, L .L .P 
CERTIFIED PUBLIC ACCOUNTANTS 
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REPORT ON COM PLIANCE AND ON INTERNAL CONTROL OVER 
FINANC IAL REPORTING BA SED ON AN AUDIT OF FINANCIAL STATEMENTS 

Board of Directors 
Monroe Area Guidance Center 
a/k/a Harmony House 
Monroe , Louisiana 

We have audited the financial statements of Monroe Area Guidance Center 
a/k/a Harmony House as of and for the year ended June 30, 2002, and have 
issued our report thereon dated September 20, 2002 . We conducted our 
audit in accordance with accounting standards generally accepted in the 
United States of America applicable to financial audits contained in 
Governmen t Auditing Standards, issued by the Comptroller General of the 
United States . 

~Qmpl~ance 

As part of obtaining reasonable assurance about whether Monroe Area 
Guidance Center a/k/a Harmony House'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 determ ination 
of financial statement amounts . However, providing an opinion on 
compliance with those provisions was not an objective of our audit, and 
accordingly, we do not express such an opinion . The results of our tests 
disclosed no instances of noncompliance that are required to be reported 
under Government A uditing Standards. 

I~te rna ] Contro l Over Financial ReDortina 

In planning and performing our audit, we considered Monroe Area Guidance 
Center a/k/a Harmony House's internal control over financial reporting in 
order to determ ine 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 
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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 m isstatem ents 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 audit committee, 
management, and federal awarding agencies and pass-through entities. 
However, this report is a matter of public record and its distribution is 
not limited . 

JOHNSTON , PERRY , JOHNSON & A SSOCIATES, L .L .P 
CERTIFIED PUBLIC ACCOUNTANTS 
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MONROE AREA GUIDANCE CENTER 
A/K/A HARMONY HOUSE 

STATEMENT OF ACCliVITIES (CONTINUED) 
FOR THE YEAR ENDED JUNE 30, 2002 

United Way Services Funding for Future Periods 
Net A ssets Released from Restriction 

Expiration of Time Restriction on United 
Way ServJ.ce Funding 

TOTAT. INCREA SE (DECREASE ) IN TEM PORARILY 
RESTR ICTED NET A SSET S 

TOTAl, INCREA SE (DECREA SE ) IN NET A SSETS 

NET AREET R AT ~E~ INN ING O F YEA R 

N ET A SSET S A T EN D O F YEA R 

40,053 

(____ .37,098) 

2,955 

58,401 

.1,048,202 

i,I06,60
_ __

3 

The acoompanying notes are an integral part of these financial statements 
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NOTE i - 

MONROE AREA GUIDANCE CENTER 
AIK/A HARMONY HOUSE 

NOTES TO FINANCIAL STA TEMENTS 
JUNE 30, 2002 

A . Statem ent of Presentation 

The accompanying financial statements conform to generally 
accepted accounting principles for not-for-profit 
organizations . 

B . Organization 

The Organization provides a spectrum of hab ilitation- 
oriented services to the chronically mentally ill in 
northeast Louisiana, including providing employment 
opportunities, helping clients with physical and emotional 
problems in order to help them get into the mainstream of 
community life, and operating a group home for the 
mentally ill . The Organization also carries out a 
janitorial program to help train clients for employment. 

C . Estimates 

D . Cash and Cash Equivalents 

The Organization considers all highly liquid investments 
with a maturity of three months or less when purchased to 
be cash equivalents. Cash and cash equivalents for 
purposes of the statement of cash flows exclude 
permanently restricted cash and cash equivalents . 

E . Budget Policy 

Budgets for various programs are prepared by the 
Organization and approved by grantor of the funds for each 
respective program . 

F . Cash in Bank 

All funds are in institutions insured by an agency of the 
Federal Government, the Federal Deposit Insurance 
Corporation . 
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MONROE AREA GUIDANCE CENTER 
A/K/A HARMONY HOUSE 

NOTZS TO FINANCIAL STATEMENTS (CONTINUED) 
JUNE 30, 2002 

G . Related Party Transactions 

Monroe Area Guidance Center a/k/a Harmony House is the 
managing agent over Kilgore Complex, Inc . Monroe Area 
Guidance Center a/k/a Harmony House and Kilgore Complex, 
Inc . share several board members and employees . Management 
and bookkeeping received from Kilgore Complex, Inc. during 
the period October 9, 2001 to June 30, 2002 totaled 
$2,453. At June 30, 2002 $2,453 was due from Kilgore 
Complex , Inc . 

H . Contributions 

A ll contributions are considered to be available for 
unrestricted use unless specifically restricted by the 
donor . Amounts received that are designated for future 
periods or restricted by the donor for specific purposes 
are reported as temporarily restricted or permanently 
restricted support that increases those net asset classes. 
When a temporary restriction expires, temporarily 
restricted net assets are reclassified to unrestricted net 
assets and reported in the statement of activities as net 
assets released from restrictions. The Organization has no 
permanently restricted net assets at June 30, 2002 . 

I . Property and Equipment 

Donations of property and equipment are recorded as 
support at their estimated fair value. Such donations are 
reported as unrestricted support unless the donor has 
restricted the donated asset to a specific purpose .- Assets 
donated with explicit restrictions regarding their use and 
contributions of cash that must be used to acquire 
property and equipment are reported as restricted support . 
Absent donor stipulations regarding how long those donated 
assets must be maintained, the Organization reports 
expirations of donor restrictions when the donated or 
acquired assets are placed in service as instructed by the 
donor . The Organization reclassifies temporarily 
restricted net assets to unrestricted net assets at that 
time . Buildings are depreciated using the straight-line 
method over the useful lives ranging between 27.5 years 
and 39 years. Equipment is depreciated using the declining 
balance method . 
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NOTE i - 

NOTE 2 - 

MONROE AREA GUIDANCE CENTER 
A/K/A HARMONY HOUSE 

NOTES TO FINANCIAL STATEMENTS (CONTINUED 
JUNE 30, 2 002 

I. Allocation of Functional Expenses 

(Continued) 

The costs of providing the various programs and other 
activities have been summarized on a functional basis in 
the statement of activities . Accordingly, certain costs 
have been allocated among the programs and supporting 
services benefitted . 

J . Reserve for Bad Debts 

Accounts receivable have been reviewed by management and 
they have determined that there is no requirement for a 
reserve for bad debts account as of June 30, 2002 . 

K . Advertising Costs 

Advertising cost for the year ended June 30, 2002 were 
immaterial. Advertising costs are expensed as incurred . 

The Organization receives its monies through various methods of 
funding . Most of the funds are received on a grant basis from 
Louisiana Department of Health and Hospitals . The Organization 
also receives funds as a reimbursement of actual expenditures, 
and upon a per unit of service provided method, including 
Medicaid funds. The Organization also receives funds by 
contributions from both public and private sources . 

NOTE 3 - Unconditional Promises to Give 

Grants 

Grants at June 30, 2002 generally consist of reimbursements 
from the Department of Health and Hospitals for expenditures 
incurred under the grant: program . Such receivables have been 
pledged to secure the short term loan . 

United Way 

United Way 
basis . For 
M onroe A rea 
restricted . 

Services Funding is awarded on a calendar year 
the calendar year 2002, $80,120 was awarded to 
Guidance Center, of which $40,053 is temporarily 
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NOTE 4 - 

MONROE A REA GUIDANCE CENTER 
A/K/A HARMONY HOUSE 

NOTES TO FINANCIAL STATEMENTS (CONTINUED 
JUNE 30, 2002 

Boa rd of Directors ' Compensation 

The Board of 
compensation 

Directors is 
has been paid 

NOTE 5 - In-Kind  Contributions 

voluntary board ; therefore , no 
any member . 

The Organization received various in-kind contributions during 
the year from private and public sources. The value of donated 
volunteer services is not reflected in the accompanying 

financiai statements since there is no objective basis 
available by which to measure the value of such services . 

NOTE 6 - Income Tax Status 

NOTE 7 - 

The Organization , a non-profit corporation, is exempt from 
federal income taxes under Section 501 (C) (3) of the Internal 
Revenue Code . 

A summary of changes in fixed assets recorded at cost follows: 

Land 
Harmony House Bldg . 
Fairhaven Bldg . 
Harmony House Improvements 
Furniture & Equipment 

TOTAL 

Balance Balance 
July i, June 30, 
2001 Additions Retirements 2002 

120,650 
660,000 
297,715 
81,182 
223.790 

1,383.33
. _ _ _ _ _ _ _ _ /7 

~ 4,72~ 

4,72
_ _ _ ~0 

Accumulated Depreciation 
. ~72,949 40.22_ _ _ __

2 

8,$39 i.$79,718 

8,$39 404,832 

The State of Louisiana maintains a revisionary right against 
$102,547 on the furniture and equipment in the event the 
Organization wishes to dispose of assets or ceases operations. 

NOTE 8 - accrued Leave 

A s of June 30, 2002, unrecorded accrued annual leave time was 
$6,219. The Organization's policy is to record leave as an 
expenditure in the year the leave is used . 
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NOTE 9 - 

MONROE AREA GUIDANCE CENTER 
A/K/A HARMONY HOUSE 

NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
JUNE 30, 2002 

The Organization 's policy is to bill the Department of Health 
and Hospitals for non-Medicaid clients . If the client later 
becomes Medicaid eligible, Medicaid may reimburse the 
Organization for past services that were originally billed and 
paid by the Department of Health and Hospitals to the 
Organization . When the Medicaid reimbursement for these past 
services is received by the Organization, the Organization 
reduces the amount of the current monthly funds request to the 
Department of Health and Hospitals . 

NOTE I0 - ~en$ion 

NOTE ii - 

NOTE 12 - 

NOTE 13 - 

The Organization maintains an employee retirement plan for 
full-time salaried employees . Employer contributions equal 
seven per cent of compensation, per employee . The pension 
contribution for the year was $22,643. 

Amounts received or receivable from grantor agencies are 
subject to audit and adjustment by grantor agencies. Any 
disallowed claims, including amounts already collected, may 
constitute a liability of the applicable funds . The amount 
which may be disallowed by the grantor cannot be determined at 
this time although the government expects such amounts, if any, 
to be ilnmaterial . 

~ iY \I~ ]11e~ ~f Financ ia l Tnst rnmenem 

The Organization's financial instruments, none of which are 
held for trading purposes, include cash and a note payable . The 
Organization estimates that the fair value of all financial 
instruments at June 30, 2002 does not differ materially from 
the aggregate carrying values of its financial instruments 
recorded in the accompanying statement of financial position . 

Z~n k ].~an Payab le 

The short-term note payable consists of an installment loan in 
the original amount of $125,000 and a line of credit payable to 
Iberia Bank. The 8.5% installment note with $1,524 monthly 
principal and interest payments had a $46,696 balance at June 
30, 2001 . It matures on December 17, 2002 and is secured by 
real estate and accounts receivable . The line of credit , with 
a variable interest rate of 10%, had a balance of $36,523 and 
is secured by real estate . 
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NOTE 14 - 

MONROE AREA GUIDANCE CENTER 
A/K/A HARMONY HOUSE 

NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
JUNE 30, 2002 

A 11~ i~ R ~ i]]rem e n t s 

The Organization did not fall under the A-133 audit regulation 
which became effective for fiscal years beginning after July 1, 
1996 due to federal funds expended being under $300,000. 

NOTE 15 - ~ _~_F~nd~n__g 

The Organization was approved by the Department of Housing and 
Urban Development (HUD) for a grant for a Case Management Plus 
project. The total obligation by HUD for this grant will be 
$300,357 to be disbursed in three years on a cost-reimbursement 
basis beginning in the year ended June 30, 2000. During the 
twelve months ending June 30, 2002, $88,774 was received under 
this program, leaving a balance of $31,638 to be disbursed Jn 
the remaining 1 month . An administrative fee of 2,9B4 was 
included in the amount received a~d is shown as income . 

NOTE 16 - Cash Fund$ 

All cash funds are in institutions insured up to $i00,000 by an 
agency of the federal government . At various times during the 
year the cash funds in these institutions exceeded $I00,000 and 
the excess of these funds was uninsured . 

NOTE 17 - ~ONTINGE~  

The Organization is a defendant in a lawsuit filed by an 
employee . The suit alleges the employee was discriminated 
against . Management believes the suit is without merit and is 
vigorously defending the lawsuit . 
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MONROE AREA GUIDANCE CENTER 
A/K/A HARMONY HOUSE 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE YEAR EN DED JUNE 30, 2002 

SECTION T -- .qUMMARY O F AU DITORS ' RESULT S 

F in an c Js ] Statem en t s 

Type of auditors' report issued : Unqualified 

Internal control over financial reporting : 

* Material weakness (es) identified? __  yes X no 

* Reportable condition (s) identified that 
are not considered to be material 
weaknesses? __  yes X_Z_ none reported 

Noncompliance material to financial 
statements noted? _ __  yes X no 

Federal Awards 

Internal control over major programs 

* Material weakness (es) identified? Not Applicable 

Type of auditors' report issued on compliance for major programs 
Not Applicable 

Any audit findings disclosed that are 
required to be reported in accordance 
with section 510 (a) of Circular A-1337 Not Applicable 

Identification of major programs 
None 

Dollar threshold used to distinguish 
between type A and type B programs : $300,000 

Auditee qualified as low-risk auditee? _ __  yes X_ Z_ no 
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