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November 8, 1996 
INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH GENERAL REQUIREMENTS 

To Monroe Area Guidance Center a/k/a Harmony House Monroe, Louisiana 

Accounting And Auditing H.U.D. Audits Non-Profit Organizations Business And Financial Planning Tax Preparation & P~anning -- Individual & Partnership -- Corporate & Real Estate 

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, 1996, and have issued our report thereon dated November 8, 1996. a/k/a cable nying tical -free 
Our procedures were limited to the applicable procedures described in the Office of Management and Budget's (OMB) Circular A-133, "Compliance Supplement for Audits of Institutions of Higher Learning and Other Non- Profit Institutions." Our procedures were substantially less in scope than an audit, the objective of which is the expression of an opinion on Monroe Area Guidance Center, a/k/a Harmony House's compliance with the requirements listed in the preceding paragraph. Accordingly, we do not express such an opinion. With respect to the items tested, the results of our procedures disclosed no material instances of noncompliance with the requirements listed in the second paragraph of this report. With respect to items not tested, nothing came to our attention that caused us to believe that: Monroe Area Guidance Center, a/k/a Harmony House had not complied, in all material respects, with those requirements. This report is intended for the information of management and the Legislative Auditor of the State of Louisiana. However, this report is a matter of public record and its distribution is not limited. 
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~ Accounting And Auditing ROWland I~, Perry, C,P,A, ~ H,U,D. Audits Ronney D, Thomas,C.RA, (Dec.) ~ Non-Profit O~ganizations Connie J, I~vell, C, RA, N ovember 8 F 19 9 6 ~ Bus~ness And Financial Planning ~ Tax Preparation & Planning -- Individual & Partnership -- Corporate & Real Estale INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH LAWS, REGULATIONS, CONTRACTS AND GRANTS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WTTH GOVERNMENT AUDT~TNC~ .qTANDARDS 
To 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, 1996, and have issued our report thereon dated November 8, 1996. We conducted our audit in accordance with generally accepted auditing standards, and Government Auditina Standards. issued bv 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. Compliance with laws, regulations, contracts, and grants applicable to Monroe Area Guidance Center, a/k/a Harmony House is the responsibility of Monroe Area Guidance Center, a/k/a Harmony House's management. As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, we performed tests of Monroe Area Guidance Center, a/k/a Harmony House's compliance with certain provisions of laws, regulations, contracts, and grants. However, the objective of our audit of the financial statements was not to provide an opinion on overall compliance with such provisions. Accordingly, we do not express such an opinion. The results of our tests indicate that, with respect to the items tested, Monroe Area Guidance Center, a/k/a Harmony House complied, in all material respects, with the provisions referred to in the preceding paragraph. With respect to items not tested, nothing came to our attention that caused us to believe that Monroe Area Guidance Center, a/k/a Harmony House had not complied, in all material respects, with those provisions. 
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We noted certain matters involving the internal control structure and its operation that we consider to be reportable conditions under standards established by the American Institute of Certified Public Accountants. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the internal control structure that, in our judgment, could adversely affect the Organization's ability to administer federal award programs in accordance with applicable laws and regulations. I. During the fiscal year ended June 30, 1996, the Organization was using both a computerized and hand bookkeeping system. However, the computerized records were not reliable. We recommend the Organization training/support on its bookkeeping prohibitive, rely on the handset of either obtain additional software or, if this is cost books. 2. The Organization operated at a deficit in the fiscal year ended June 30, 1996. We recommend the Organization develop additional sources of income and reduce expenditures to a level where the Organization no longer operates at a deficit. A material weakness is a reportable condition in which the design or operation of one or more of the internal control structure elements does not reduce to a relatively low level of risk that noncompliance with laws and regulations that would be material to a federal program 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 structure would not necessarily disclose all mutters in the internal control structure that might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses as defined above. However, we believe none of the reportable conditions described above is a material weakness. This report is intended for the information of management and the Legislative Auditor of the State of Louisiana. However, this report is a matter of public record and its distribution is not limited. 
PERRY, POWELL & A PROFESSIONAL ACCOUNTING CORPORATION 

-7- PERRY, POWELL & COMPANY A P~OFES~ONAL A.GC.,OLIN'~NG CORpORA'~t ~t.A 



 



Rowland H. Perry, C,P.A. Ronney D. Thornas,C.P.A. (Dec.) Connie J. Powell, C.P.A. 

PERRY, POWELL & COMPANY A PROFESSIONAL ACCOUNTING CORPORATION 1505 ROYAL AVENUE MONROE. LOUISIANA 71201 TELEPHONE 323-1411 FAX 323-4023 

November 8, 1996 
INDEPENDENT AUDITORS' REPORT ON THE INTERNAL CONTROL STRUCTURE 

To Monroe Area Guidance Center a/k/a Harmony House Monroe, Louisiana 

Accounting And Audcting H.U.D, Audits Non-Profit Organizations Business And Financial Planning Tax Preparation & PJar%ning -- )ndividual & Padnership -- Corporate & Real Estate 

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, 1996, and have issued our report thereon dated November 8, 1996. We have also audited the Organization's compliance with requirements applicable to federal programs, and have issued our report thereon dated November 8, 1996. We conducted our audits in accordance with generally accepted auditing standards; Government Auditing Standard~, issued by the Comptroller General of the United States; and Office of Management and Budget (OMB) Circular A-133, "Audits of Institutions of Higher Education and Other Nonprofit Institutions." Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement and about whether the Organization complied with laws and regulations, noncompliance with which would be material to a federal program. In planning and performing our audit for the year ended June 30, 1996, we considered Monroe Area Guidance Center, a/k/a Harmony House's internal control structure in order to determine our auditing procedures for the purpose of expressing our opinions on the Organization's financial statements and on its compliance with requirements applicable to federal programs and to report on the internal control structure in accordance with OMB Circular A-133. This report addresses our consideration of internal control structure policies and procedures relevant to compliance with requirements applicable to federal programs. We have addressed policies and procedures relevant to our audit of the financial statements in a separate report dated November 8, 1996. The management of Monroe Area Guidance Center, a/k/a Harmony House is responsible for establishing and maintaining an internal control system. In fulfilling this responsibility, estimates and judgments by 
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PERRY, POWELL & COMPANY A PROFESStONAL ACCOUNTtNG CORPORATION 1505 ROYAL AVENUE MONROE, LOUISIANA 71201 TELEPHONE 323-1411 FAX 323-4023 

~ Accounting And Auditing Rowland H. Perry, C.I~A. ~ H.U.D. Audits ~ Non-Profit Organizations Ronney D. "rhorr~s.C.RA. (Dec.) * Business And Financial pl~r~ning Connie J. Pc*well, C.RA. November 8, 19 9 6 * "tax Preparation & Planning -- Individual & Partnership -- Corporate & Real Estate INDEPENDENT AUDITORS' REPORT ON THE INTERNAL CONTROL STRUCTURE BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
To the Directors Monroe Area Guidance Center a/k/a Harmony House Monroe, Louisiana 71201 We have audited %:he financial statements of Monroe Area Guidance Center, a/k/a Harmony House, as of and for the year ended June 30, 1996, and have issued our report thereon dated November 8, 1996. We conducted our audit in accordance with generally accepted auditing standards and Government Auditino Standards. issued bv 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. The management of Monroe Area Guidance Center a/k/a Harmony House is responsible for establishing and maintaining an internal control structure. In fulfilling this responsibility, estimates and judgments by management are required to assess the expected benefits and related costs of internal control structure policies and procedures. The objectives of an internal control structure are to provide management witlh reasonable, but not absolute, assurance that assets are safeguarded against loss from unauthorized use or disposition, and that transactions are executed in accordance with management's authorization and recorded properly to permit the preparation of financial statements in accordance with generally accepted accounting principles. Because of inherent limitations in any internal control structure, errors or irregularities may nevertheless occur and not be detected. Also, projection of any evaluation of the structure to future periods is subject to the risk that procedures may become inadequate because of changes in conditions or that the effectiveness of the design and operation of policies and procedures may deteriorate. In planning and performing our audit of the financial statements of Monroe Area Guidance Center, a/k/a Harmony House, for the year ended June 30, 1996, we obtained an understanding of the internal control structure. With respect to the internal control structure, we obtained -3- 



an understanding of the design of relevant policies and procedures and whether they have been placed in operation, and we assessed control risk in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide an opinion on the internal control structure. Accordingly, we do not express such an opinion. We noted certain matters involving the internal control structure and its operation that we consider to be reportable conditions under standards established by the American Institute of Certified Public Accountants. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the internal control structure that, in our judgment, could adversely affect the entity's ability to record, process, summarize, and report financial data consistent with the assertions of management in the financial statements. I. During the fiscal year ended June 30, 1996, the Organization was using both a computerized and hand bookkeeping system. However, the computerized records were not reliable. We recommend the Organization training/support on its bookkeeping prohibitive, rely on the handset of either obtain additional software or, if this is cost books. 2. The Organization operated at a deficit in the fiscal year ended June 30, 1996. We recommend the Organization develop additional sources of income and reduce expenditures to a level where the Organization no longer operates at a deficit. A material weakness is a reportable condition in which the design or operation of the specific internal control structure elements does not reduce to a relatively low level the risk that errors or irregularities 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 structure would not necessarily disclose all matters in the internal control structure that might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses as defined above. However, we believe none of the reportable conditions described above is a material weakness. This report is intended for the use of management and the Legislative Auditor of the State of Louisiana. This restriction is not intended to l~mit the distribution of this report which is a matter of public record. 
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management are required to assess the expected benefits and related costs of internal control structure policies and procedures. The objectives of an internal control structure are to provide management with reasonable, but not absolute, assurance that assets are safeguarded against loss from unauthorized use or disposition, that transactions are executed in accordance with management's authorization and recorded properly to permit the preparation of financial statements in accordance with generally accepted accounting principles, and that federal awards programs are managed in compliance with applicable laws and regulations. Because of inherent limitations in any internal control structure, errors, irregularities, or instances of noncompliance may nevertheless occur and not be detected. Also, projection of any evaluation of the structure to future periods is subject to the risk that procedures may become inadequate because of changes in conditions or that the effectiveness of the design and operation of policies and procedure may deteriorate. For the purpose of this report, we have classified the significant internal control structure policies and procedures used in administering federal programs in the following categories: Internal Acconntina Controls IA~I Proarams 

General and Specific Administrative Controls Used in 
Political Activity Reporting Civil Rights Services Allowed Facility Licensing 

Cost Allocation Drug-Free Workplace Allowable Costs Administrative Requirements Standards Cash Management For all of the internal control structure categories listed above, we obtained an understanding of the design of relevant policies and procedures and whether they have been placed in operations, and we assessed control risk. During the year ended June 30, 1996, Monroe Area Guidance Center, a/k/a Ha~nony House expended 100% of its total federal awards under nonmajor programs, as detailed on page 22. We performed tests of controls, as required by OMB Circular A-133, to evaluate the effectiveness of the design and operation of internal control structure policies and procedures that we considered relevant to preventing or detecting material noncompliance with specific requirements, general requirements, and requirements governing claims for advances and reimbursements and amounts claimed or used for matching that are applicable to the aforementioned nonmajor programs. Our procedures were less in scope than would be necessary to render an opinion on these internal control structure policies and procedures. Accordingly, we do not express such an opinion. 
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NOTE i - F. 

MONROE AREA GUIDANCE CENTER A/K/A HARMONY HOUSE NOTES TO FINANCIAL STATEMENTS (CONTINUED) JUNE 30, 1996 
(Continued) Financial Statement Presentation: (Continued) required to present a statement of cash flows. As permitted by this new statement, the Organization has discontinued its use of fund accounting and has, accordingly, reclassified its financial statements to present the three classes of net assets required. This reclassification had no effect on the change in net assets at June 30, 1995. G. Contributions: The Organization also elected to adopt SFAS No. 116, "Accounting for Contributions Received and Contributions Made," in 1995. In accordance with SFAS No. 116, contributions received are recorded as unrestricted, temporarily restricted, or permanently restricted support depending on the existence or nature of any donor restrictions. There was no effect from this new statement on the Organization's change in net assets for 1995. H. Cash in Bank: All funds are in institutions insured by an agency of the Federal Government, the Federal Deposit Insurance Corporation. I. Related Party Transactions: There were no related party transactions for the year ended June 30, 1996. 

NOTE 2 - Fundina Policies and Sources of Funds 

NOTE: 3 - Accounts Receivable - Grants 
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MONROE AREA GUIDANCE CENTER A/K/A HARMONY HOUSE CORRECTIVE ACTION TAKEN ON PRIOR YEAR FINDINGS JUNE 30, 1996 

Prior Year Finding/Noncompliance: The computerized books did not balance. Corrective Action: The Organization has kept both a hand set of books and a computerized set. The Organization will rely on the hand set of books. 
Prior Year Finding/Noncompliance: The fiscal officer opens the mail and receives checks. Corrective Action: The fiscal officer no longer opens the mail or receives checks. 
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November 8, 1996 
Accounting And Auditing N.U.D. Audits Non-Profit Organizations Business And F mancial Planning Tax Preparation & Planning -- Individual & Partnership -- Corporate & Real Estate INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH SPECIFIC REQUIREMENTS APPLICABLE TO 

To 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, 1996, and have issued our report thereon dated November 8, 1996. In connection with our audit of the 1995 financial statements of Monroe Area Guidance Center, a/k/a Harmony House and with our consideration of the Organization's internal control structure used to administer federal programs, as required by Office of Management and Budget (OMB) Circular A-133, "Audits of Institutions of Higher Education and Other Nonprofit Institutions," we selected certain transactions applicable to certain nonmajor federal programs for the year ended June 30, 1996. As required by OMB Circular A-133, we have performed auditing procedures to test compliance with requirements governing services allowed or unallowed, eligibility, reporting, matching, facility licensing standards, cost allocation, and claims for reimbursement that are applicable to those transactions. Our procedures were substantially less; in scope than an audit, the objective of which is the expression of an opinion on the Organization's compliance with these requirements. Accordingly, we do not express such an opinion. With respect to the items tested, the results of our procedures disclosed no material instances of noncompliance with the requirements listed in the preceding paragraph. With respect to the items not tested, nothing came to our attention that caused us to believe Monroe Area Guidance Center, a/k/a Harmony House had not complied, in all material respects, with those requirements. 
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MONROE AREA GUIDANCE CENTER A/K/A HARMONY HOUSE FINDINGS, RECOMMENDATIONS, AND CORRECTIVE ACTIONS - CURRENT YEAR FOR THE YEAR ENDED JUNE 30, 1996 

Finding: The computerized bookkeeping system is not reliable. Criteria: Accounting controls require correct data. Cause: Not enough training in computer software use. Effect: General ledger not correct. Recommendation: The Organization should obtain additional training in software use or rely on hand bookkeeping records. Reply: Due to the high cost of computer training we will rely on our hand set of books. 
Finding: The Organization operated at a deficit in the current fiscal year. Criteria: The Organization should operate so as receipts equal or exceed expenditures. Cause: Medicaid funds were sharply reduced during this fiscal year. Effect: Organization expenditures exceed revenue. Recommendation: The Organization should develop other revenue sources and reduce expenditures. Reply: The Organization's Board of Directors has formed a fund raising committee and we have reduced staff and expenditures. 
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MONROE AREA GUIDANCE CENTER A/K/A HARMONY HOUSE NOTES TO FINANCIAL STATEMENTS (CONTINUED) JUNE 30, 1996 

NOTE i0 - Fund Defici~ The Organization operated at a deficit in the fiscal year ended June 30, 1996 due to unplanned cuts in the Medicaid program and cuts in contracts. Management has reduced operating costs and is pursuing other sources of funds. 

NOTE 12 - Continaent Liabilities 
for full- seven per year, per 

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 immaterial. NOTE 13 - Fair Values of Financial Instruments 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, 1996 does not differ materially from the aggregate carrying values of its financial instruments recorded in the accompanying statement of financial position. NOTE 14 - Bank Loan Payable At June 30, 1996, the Organization with a bank to be drawn as needed, of 9.25 at June 30, 1996. The line estate and accounts receivable. 
had a $198,000 line of credit with a variable interest rate of credit is secured by real 
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MONROE AREA GUIDANCE CENTER A/K/A HARMONY HOUSE NOTES TO FINANCIAL STATEMENTS JUNE 30, 1996 

NOTE I - Summarv of Sianificant Ameonnt~na Po]~m~m A. Statement of Presentation: The accompanying financial statements conform to generally accepted accounting principles for not-for-profit organizations. B. Organization: 

C. Estimates: 

D. Cash and Cash Equivalents: 

E. Budget Policy: 
with cash the cash 

Budgets for various programs are prepared by the Organization and approved by grantor of the funds for each respective program. No budgets are prepared for the general fund. F. Financial Statement Presentation: 
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MONROE AREA GUIDANCE CENTER A/K/A HARMONY HOUSE NOTES TO FINANCIAL STATEMENTS (CONTINUED) JUNE 30, 1996 
NOTE 4 - Board of Directors' Compensation The Board of Directors is a voluntary board; therefore, no compensation has been paid to any member. NOTE 5 - In-Kind Contributions 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 financial statements since there is no objective basis available by which to measure the value of such services. NOTE 6 - Income Tax Status The Organization, a non-profit corporation, is exempt from federal income taxes under Section 501 (C) (3) of the Internal Revenue Code. NOTE 7 - Chanaes in Fixed Assets A summary of changes in fixed assets recorded at cost follows: 
Furniture & Equipment Fairhaven Building & Furniture TOTAL 

NOTE 8 - Accrued Leav___ee 

Balance JulY 1I 199~ Additions Retirem~Dts 183,824 
331,153 514~977 -0- -0- 

Balance June 30. 1996 ]83,824 
331.153 514 97! 

As of June 30, 1996, unrecorded accrued annual leave time was $4,528. NOTE 9 - Clients on Medicaid 
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