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INDEPENDENT AUDITOR'S REPORT 
 
 
 
To the Board of Directors 
Orchard Place and Orchard Place Foundation 
Des Moines, Iowa 
 
 
We have audited the accompanying consolidated statement of financial position of Orchard Place and 
Orchard Place Foundation as of June 30, 2006, and the related consolidated statements of activities, 
functional expenses, and cash flows for the year then ended.  These consolidated financial statements 
are the responsibility of Orchard Place and Orchard Place Foundation’s management.  Our 
responsibility is to express an opinion on these consolidated financial statements based on our audit. 
 
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.  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 consolidated financial statements referred to above present fairly, in all material 
respects, the financial position of Orchard Place and Orchard Place Foundation as of June 30, 2006 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 America. 
 
In accordance with Government Auditing Standards, we have also issued our report dated August 11, 
2006 on our consideration of Orchard Place and Orchard Place Foundation’s internal control over 
financial reporting and on our tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements and other matters.  The purpose of that report is to describe the scope 
of our testing of internal control over financial reporting and compliance and the results of that testing, 
and not to provide an opinion on the internal control over financial reporting or on compliance.  That 
report is an integral part of an audit performed in accordance with Government Auditing Standards and 
should be considered in assessing the results of our audit. 
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Our audit was conducted for the purpose of forming an opinion on the basic consolidated financial 
statements of Orchard and Orchard Place Foundation taken as a whole.  The supplementary 
information, including the accompanying schedule of expenditures of federal awards required by the 
U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations, is presented for purposes of additional analysis and is not a required part of the 
basic consolidated financial statements.  Such information has been subjected to the auditing 
procedures applied in the audit of the basic consolidated financial statements and, in our opinion, is 
fairly stated, in all material respects, in relation to the basic consolidated financial statements taken as a 
whole. 
 
 
 

                                                                       
                                                                     DENMAN & COMPANY, LLP 
 
West Des Moines, Iowa 
August 11, 2006 

 
 
 
 
 
 
 
 



ORCHARD PLACE AND ORCHARD PLACE FOUNDATION

Consolidated Statement of Financial Position

June 30, 2006

Assets

Current assets:
Cash $ 644,775

Receivables:
Patient receivables, net of allowance for contractual adjustments

and uncollectibles of $240,000 1,354,573
Contributions receivable, net 168,671
Other receivables 27,701

Total receivables 1,550,945

Prepaid expenses and inventories 41,222
Total current assets 2,236,942

Investments 6,326,216

Property and equipment:
Land and land improvements 1,684,939
Buildings and leasehold improvements 10,768,641
Equipment and furniture 1,455,931
Computer hardware and software 940,637
Vehicles 150,984

Total property and equipment 15,001,132
Accumulated depreciation and amortization 6,653,033

Net property and equipment 8,348,099

Assets held in trust by others 219,000

Total assets $ 17,130,257

Liabilities and Net Assets

Current liabilities:
Line of credit $ —  
Current maturities of long-term debt and capital lease obligations 15,417
Accounts payable and accrued expenses 780,618

Total current liabilities 796,035

Long-term debt and capital lease obligations —  
Total liabilities 796,035

Net assets:
Unrestricted, including $8,332,682 net investment in plant 14,664,115
Temporarily restricted 1,145,311
Permanently restricted 524,796

Total net assets 16,334,222

Commitments and contingencies

Total liabilities and net assets $ 17,130,257

See accompanying notes to consolidated financial statements.
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ORCHARD PLACE AND ORCHARD PLACE FOUNDATION

Consolidated Statement of Activities

Year ended June 30, 2006

Temporarily Permanently 
Unrestricted Restricted Restricted Total

Operating revenue and support:
Net patient service revenue, contracts and grants $ 12,648,563 $ —  $ —  $ 12,648,563
Public support 1,066,958 —  —  1,066,958
Contributions, memorials, and fundraisers, net 79,904 767,915 —  847,819
Other revenue 148,356 —  —  148,356

Total operating revenue and support 13,943,781 767,915 —  14,711,696

Net assets released from restrictions - satisfaction
of program restrictions 365,664 (365,664) —  —  

Total operating revenue, support and net asset transfers 14,309,445 402,251 —  14,711,696

Operating expenses:
Program services:

Orchard Place Campus 6,054,225 —  —  6,054,225
PACE Juvenile Center 2,792,597 —  —  2,792,597
Child Guidance Center 4,608,025 —  —  4,608,025

Total program services 13,454,847 —  —  13,454,847

Administrative services 1,251,449 —  —  1,251,449
Fundraising 505,033 —  —  505,033

Total operating expenses 15,211,329 —  —  15,211,329

Change in net assets from operating activities (901,884) 402,251 —  (499,633)

Nonoperating activities:
Investment income, net 247,482 44,360 —  291,842
Change in the value of assets held in trust by others —  (2,000) —  (2,000)
Interest expense (9,997) —  —  (9,997)
Other nonoperating income, net 6,747 —  —  6,747
Net assets released from restrictions - property

and equipment 448,323 (448,323) —  —  

Change in net assets from nonoperating activities 692,555 (405,963) —  286,592

Change in net assets (209,329) (3,712) —  (213,041)

Net assets at beginning of year 14,873,444 1,149,023 524,796 16,547,263

Net assets at end of year $ 14,664,115 $ 1,145,311 $ 524,796 $ 16,334,222

See accompanying notes to the consolidated financial statements.
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ORCHARD PLACE AND ORCHARD PLACE FOUNDATION

Consolidated Statement of Functional Expenses

Year ended June 30, 2006

Orchard PACE Child
Place Juvenile Guidance Administrative Total

Campus Center Center Services Fundraising expenses

Salaries $ 3,849,590 $ 1,898,614 $ 3,068,252 $ 699,690 $ 262,785 $ 9,778,931
Employee benefits 415,930      195,885 268,224 71,521 13,466 965,026
Payroll taxes and insurance 311,483 150,640 241,643 53,267 19,462 776,495

Total payroll expenses 4,577,003 2,245,139 3,578,119 824,478 295,713 11,520,452

Contract labor 23,222 19,645 38,576 —  —  81,443
Recruiting 19,543 6,034 10,513 15,207 1,578 52,875
Professional fees 214,526 600 41,705 55,271 63,525 375,627
Accreditation 1,969 —  19 14,621 —  16,609
Information technology 7,045 6,854 30,747 95,935 9,317 149,898
Food 240,687 24,205 6,449 622 —  271,963
Office supplies 8,997 6,928 17,555 4,979 1,271 39,730
Medical and psychological supplies 5,684 3,767 15,285 —  —  24,736
Telephone 39,052 44,095 19,713 13,258 908 117,026
Postage 7,155 2,102 9,560 5,528 1,351 25,696
Building/grounds maint. and supplies 127,451 17,809 21,794 5,383 1,133 173,570
Cleaning 27,333 27,080 19,969 2,945 490 77,817
Utilities 168,122 59,472 58,289 11,736 2,654 300,273
Security services 47,159 —  746 199 50 48,154
General insurance 63,665 28,188 46,873 16,615 1,824 157,165
Rent and occupancy 1,265 10,030 11,798 2,826 706 26,625
Interest —  —  —  2,115 —  2,115
Education —  —  —  6,450 —  6,450
Printing 3,181 12,532 17,927 3,427 28,331 65,398
Newsletter —  —  4,004 —  —  4,004
Transportation 25,691 51,202 44,516 12,558 1,600 135,567
Staff development and recognition 12,318 4,262 43,012 21,287 16,134 97,013
Contracted training and supplies —  47,828 400,507 —  —  448,335
Business meetings 85 3,512 2,156 3,692 4,348 13,793
Dues and subscriptions 722 236 1,272 772 797 3,799
Client expenses 12,032 16,554 2,224 —  8 30,818
Recreation 24,942 2,919 4,472 —  —  32,333
Bad debt expense 31,870 7,095 35,630 —  —  74,595
Work studies payments 9,734 5,790 —  —  —  15,524
Memberships 170 1,200 6,661 7,484 1,735 17,250
Equipment 6,245 2,025 2,922 2,063 1,004 14,259
Equipment maintenance 52,952 17,970 18,678 4,532 1,162 95,294
Copier contracts 6,441 1,675 9,514 1,053 8,046 26,729
Advertising and marketing 917 697 20,463 905 11,701 34,683
Volunteer expenses —  —  —  —  693 693
Planned giving —  —  —  —  6,557 6,557
Other fundraising expenses —  —  —  —  4,717 4,717
Miscellaneous 2,362 566 232 390 549 4,099
Depreciation and amortization 284,685 114,586 66,125 115,118 7,131 587,645
Donations —  —  —  —  30,000 30,000

Total expenses $ 6,054,225 $ 2,792,597 $ 4,608,025 $ 1,251,449 $ 505,033 $ 15,211,329

See accompanying notes to the consolidated financial statements.
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ORCHARD PLACE AND ORCHARD PLACE FOUNDATION

Consolidated Statement of Cash Flows

Year ended June 30, 2006

Cash flows from operating activities:
Change in net assets $ (213,041)
Adjustments to reconcile change in net assets to net cash

provided by operating activities:
Depreciation and amortization 587,645
Gains on sales of property and equipment (3,022)
Realized gains on sales of investments (155,501)
Unrealized losses on investments 16,732
Change in the value of assets held in trust by others 2,000
Non cash contributions (292,688)
Change in:

Patient receivables, net (7,536)
Contributions receivable, net 114,653
Other receivables (5,199)
Prepaid expenses and inventories 13,849
Accounts payable and accrued expenses (37,942)

Net cash provided by operating activities 19,950

Cash flows from investing activities:
Purchase of property and equipment (193,955)
Proceeds from sale of property and equipment 3,700
Purchase of investments (1,501,018)
Proceeds from sale of investments 2,108,840

Net cash provided by investing activities 417,567

Cash flows from financing activities - 
payments on long-term debt and capital lease obligations (505,333)

Net decrease in cash (67,816)

Cash at beginning of year 712,591

Cash at end of year $ 644,775

Supplemental schedule of cash flow information:
Cash paid for interest $ 22,751

Non cash contributions $ 292,688

See accompanying notes to the consolidated financial statements.
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Orchard Place and Orchard Place Foundation 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
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NOTE 1  ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES 
 
Organization 
 
The consolidated financial statements include Orchard Place (the Organization) and Orchard Place Foundation (the 
Foundation), both private non-profit organizations organized under the laws of the State of Iowa.  The Organization 
was founded in 1886 and is accredited through the Joint Commission on Accreditation of Healthcare Organizations 
(JCAHO). It provides a continuum of services to children with mental and behavioral health problems through its 
three divisions: 
 
• Orchard Place Campus: This division provides 24-hour residential care to children needing intensive treatment 

related to a mental illness.  It offers an individualized treatment program including individual and family 
psychotherapy, social skills building, and life skills training.  

• PACE Juvenile Center: This division is designed to meet the needs of at-risk youth who have been unable to 
attain success in their school or community.  It serves these youth and families by providing community-based 
services, which develop social, academic, and functional life skills, allowing for positive growth of youth and 
their families. 

• Child Guidance Center: This division promotes community mental health through multiple professional services 
to children and their families and to those persons and organizations influential in the emotional development 
and well being of children. It is accredited as a Community Mental Health Center.  Outpatient and day treatment 
services are provided by a multi-disciplined staff in the fields of child psychiatry, clinical psychology, clinical 
social work, nursing, and child development.  Child care resource and referral services are also offered. 

 
The Foundation exists primarily for the benefit of the Organization in carrying out its charitable purposes through 
the receipt and management of gifts, grants and special events revenue. 
 
The Organization and the Foundation are exempt from income taxes under Section 501(a) of the Internal Revenue 
Code as nonprofit corporations as described in Section 501(c)(3).  All significant intercompany transactions between 
the Organization and the Foundation have been eliminated. 
 
Use of Estimates 
 
The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and 
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of 
revenues and expenses during the reporting period.  Actual results could differ from those estimates. 
 
Basis of Presentation 
 
Net assets and revenues, expenses, and gains and losses are classified based on the existence or absence of donor-
imposed restrictions.  Accordingly, net assets and changes therein are classified and reported as follows: 
 
• Unrestricted net assets – net assets that are not subject to donor-imposed stipulations; 
• Temporarily restricted net assets – net assets that are subject to donor-imposed stipulations that may or will be 

met either by the actions of the Organization and/or the passage of time; and 
• Permanently restricted net assets – net assets that are subject to donor-imposed stipulations that they be 

maintained permanently.  Generally, the donors of these assets permit the use of all or part of the income 
earned on related investments for general or specific purposes. 

 



Orchard Place and Orchard Place Foundation 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
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NOTE 1  ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Revenues are reported as increases in unrestricted net assets, unless use of the related assets is limited by donor-
imposed restrictions.  Expenses are reported as decreases in unrestricted net assets. When a restriction expires (that 
is, when a stipulated time restriction ends or purpose restriction is accomplished), temporarily restricted net assets 
are reclassified to unrestricted net assets and reported in the statements of activities as net assets released from 
restrictions. 
 
Contributions, including unconditional promises to give, are recognized as revenue in the period received. 
Conditional promises to give are not recognized until the conditions on which they depend are substantially met.   
 
Donated Services 
 
The value of donated services is not recognized in the accompanying consolidated financial statements because no 
objective basis is available to measure the value of such services.  It should be noted that a number of volunteers 
donated time to fundraising and mentoring services. 
 
Investments 
 
Investments are carried at fair value, with gains and losses resulting from market fluctuations recognized in the 
period in which the fluctuations occur.  Investment income is reported as an increase or decrease in unrestricted net 
assets, unless the use of the assets is restricted by the donor. 
 
Property and Equipment 
 
Property and equipment acquisitions are recorded at cost or, if received by gift, are carried at fair value on the date 
received.  Depreciation is provided over the estimated useful life of each class of depreciable asset and is computed 
using the straight-line method.  Equipment under capital lease obligations is amortized on the straight-line method 
over the shorter period of the lease term or the estimated useful life of the equipment. Such amortization is included 
in depreciation and amortization in the consolidated financial statements. 
 
Gifts of long-lived assets such as land, buildings, or equipment with explicit restrictions that specify how the assets 
are to be used and gifts of cash or other assets that must be used to acquire long-lived assets are reported as 
restricted support.  Absent explicit donor stipulations about how long those long-lived assets must be maintained, 
expirations of donor restrictions are reported when the donated or acquired long-lived assets are placed in service. 
 
Assets Held in Trust by Others 
 
Assets held in trust by others are carried at fair value and include $219,000 in a charitable remainder trust.  Changes 
in value resulting from market fluctuations and earnings or losses are recognized in the period in which the changes 
occur, in the net asset class stipulated by the donor. 
 
Net Patient Service Revenue 
 
The Organization has agreements with third-party payors that provide for payments to the Organization at amounts 
different from its established rates.  Payment arrangements include prospectively determined rates per discharge, 
discounted charges, and per diem payments.  Net patient service revenue is reported at the estimated net realizable 
amounts from patients, third-party payors, and others for services rendered. 
 
 



Orchard Place and Orchard Place Foundation 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
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NOTE 2  BUSINESS AND CREDIT CONCENTRATIONS 
 
The Organization provides services in the central Iowa area and received approximately $10,216,000 from the 
Department of Human Services (the Department) during the year ended June 30, 2006.  Services provided are 
primarily through per diem and purchase of service agreements under which services are provided at prospectively 
determined rates (not subject to retroactive adjustment).  At June 30, 2006, the Organization had accounts 
receivable from the Department of $1,036,000.  Future agreements with the Department are generally dependent 
upon appropriations by the state legislature. 
 
 
NOTE 3  CONTRIBUTIONS RECEIVABLE 
 
Contributions receivable at June 30, 2006 consisted of unconditional promises expected to be collected in less than 
one year, net of an allowance for doubtful accounts of $4,849. 
 
 
NOTE 4  INVESTMENTS 
 
At June 30, 2006, investments included the following: 
 
 Cash and cash equivalents $830,226 
 Government obligations 812,769 
 Real estate  100,000  
 Corporate bonds and bond mutual funds 976,013 
 Stock index fund 616,409 
 Corporate stocks and stock mutual funds 2,990,799 

 
  Total investments $6,326,216 
 
At June 30, 2006, investment income included the following: 
  
 Interest and dividends $171,581 
 Realized gains (losses) 155,501 
 Unrealized gains (losses) (16,732) 
 Investment expenses  (18,508) 
  Total investment income, net $291,842 
 
 
 
 
 
 
 



Orchard Place and Orchard Place Foundation 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
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NOTE 5  LINE OF CREDIT AND LONG-TERM DEBT 
 
At June 30, 2006, the Organization had a $700,000 line of credit with Bankers Trust Company (the Bank), maturing 
November 29, 2006.  Interest is payable monthly at the three month London Interbank Offered Rate (LIBOR) plus 
1.25 percent, which totaled 6.52 percent at June 30, 2006.  There were no balances outstanding under this line of 
credit at June 30, 2006.   
 
Effective September 15, 2000, the Organization issued $3,500,000 in tax-exempt bonds to finance the purchase and 
renovation of the PACE Juvenile Center in Des Moines, Iowa.  At September 1, 2003, the Organization refinanced 
these bonds, which had an outstanding balance of $1,125,995, through a note with the Bank, with principal and 
interest installments to be paid from the proceeds of outstanding pledge receivables from a capital campaign 
conducted by the Foundation.  The note was paid off in May 2006. 
 
Effective January 29, 2004, the Organization purchased a 20,800 square foot building in Des Moines, Iowa for its 
Child Guidance Center division through proceeds of a note payable with the Bank.  Original proceeds of the note 
totaled $955,000.  The note was paid off in May 2006.  
 
All debt is guaranteed by the Foundation.  The guarantee is unsecured; however, the Foundation is not allowed to 
pledge or encumber any of its assets except as disclosed and consented to by the Bank. The debt is secured by a first 
security interest in all the Organization’s assets including but not limited to accounts receivable, inventory, 
equipment, machinery, and general intangibles. The line of credit agreement contains a number of covenants 
regarding operations of the Organization. The Organization is in substantial compliance with those covenants at 
June 30, 2006.   
 
 
NOTE 6  OBLIGATIONS UNDER CAPITAL LEASES 
 
The Organization leases twelve copy machines under a master capital lease.  The obligation under this capital lease 
has been recorded in the accompanying financial statements at the present value of future minimum payments 
discounted at the interest rate implicit in the lease of 6.94 percent. The aggregate requirement on the obligation 
under capital lease for the year ending June 30, 2007 is $15,771.   This amount includes interest totaling $354, 
resulting in a net principal balance outstanding of $15,417. 
 
Assets under capital leases totaled $113,940 at June 30, 2006 and are included in “Equipment and furniture” on the 
statement of financial position.  Accumulated amortization on the leased equipment was $96,849 at June 30, 2006.  
The amount included for amortization of leased equipment financed by the above leases for the year ended June 30, 
2006 was $22,788.  The related interest expense for the year ended June 30, 2006 was $2,022. 
 
 
 
 
 
 
 
 
 
 
 
 



Orchard Place and Orchard Place Foundation 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
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NOTE 7  NET ASSETS 
 
Temporarily restricted net assets are available for the following purposes at June 30, 2006: 
 
 Educational activities  $     70,014 
 Aliber House fund  72,942 
 Charitable remainder trust  219,000 
 Capital improvements, including building projects  25,653 
 Child Guidance Center  274,520 
 Recreational programming  80,390 
 Hansell scholarship fund  62,898 
 Summer school  151,951 
 Club Chris greenhouse   18,313 
 Time restrictions  59,587 
 Other programs   110,043   
  Total temporarily restricted net assets  $1,145,311 
 
Permanently restricted net assets are available for the following purposes at June 30, 2006: 
 
 Educational activities  $283,770 
 Aliber House fund  241,026 
  Total permanently restricted net assets  $524,796 
 
 
NOTE 8  RETIREMENT PLANS 
 
The Organization participates in a multiemployer defined benefit plan sponsored by the United Way of Central 
Iowa.  The plan provides defined benefits to all employees age 21 or older with one year of service in which the 
employee is credited with at least 1,000 hours of service.  Effective July 1, 2001, an amendment was made to the 
plan reducing the accrued benefit calculation for non-grandfathered employees from 1.8 percent to 1.0 percent of 
average compensation as determined by the plan agreement.  Maximum accrual service was also increased from 25 
years to 30 years for these non-grandfathered employees.  No changes were made to the plan for employees who 
met all the requirements for grandfathering at June 30, 2001.  Amounts charged to pension cost and contributed to 
the plan totaled $142,187 for the year ended June 30, 2006. 
 
The Organization participates in a defined contribution retirement plan sponsored by the United Way of Central 
Iowa.  Eligible employees are allowed to make contributions of pre-tax compensation into the plan.  The 
Organization may make matching and/or discretionary contributions, subject to certain restrictions.  During the year 
ended June 30, 2006, the Organization made contributions to the plan totaling $112,257. 
 
 
NOTE 9  RENT EXPENSE  
 
Effective July 1, 2004, the Child Guidance Center division occupies a building situated on land leased through a 
long-term ground lease ending April 30, 2058.  Payments are based on 6 percent of the appraised value of the land 
adjusted at various points during the term of the lease and are payable monthly.  Future minimum payments under 
the ground lease based on the current appraised value of the land total as follows:  2007: $14,130; 2008: $14,130; 
2009: $14,130; 2010: $14,130; 2011: $14,130; and later years: $661,755. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
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NOTE 10  MALPRACTICE CLAIMS 
 
The Organization is insured for protection against liability claims resulting from professional services provided or 
which should have been provided.  Umbrella coverage limits are $2,000,000 per occurrence and $2,000,000 in the 
aggregate, with underlying professional liability coverage of $1,000,000 per claim and $3,000,000 in the aggregate. 
 
Presently no claims alleging malpractice have been asserted against the Organization.  However, incidents occurring 
through June 30, 2006 may result in the assertion of claims.  Other claims may be asserted arising from services 
provided to patients in the past.  Management is unable to estimate the ultimate cost, if any, of the resolution of such 
potential claims and, accordingly, no accrual has been made for them; however, management believes that these 
claims, if asserted, would be settled within the limits of insurance coverage. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Schedule 1

Orchard 
Orchard Place

Assets Place Foundation Eliminations Total

Current assets:
Cash $ 362,845 $ 281,930 $ —  $ 644,775

Receivables:
Patient receivables, net 1,354,573 —  —  1,354,573
Contributions receivable, net —  168,671 —  168,671
Other receivables 88,038 27,701 (88,038) (1) 27,701

Total receivables 1,442,611 196,372 (88,038) 1,550,945

Prepaid expenses and inventories 38,843 2,379 —  41,222
Total current assets 1,844,299 480,681 (88,038) 2,236,942

Investments —  6,326,216 —  6,326,216

Property and equipment:
Land and land improvements 1,684,939 —  —  1,684,939
Buildings and leasehold improvements 10,768,641 —  —  10,768,641
Equipment and furniture 1,455,931 —  —  1,455,931
Computer hardware and software 903,723 36,914 —  940,637
Vehicles 150,984 —  —  150,984

Total property and equipment 14,964,218 36,914 —  15,001,132
Accumulated depreciation and amortization 6,630,370 22,663 —  6,653,033

Net property and equipment 8,333,848 14,251 —  8,348,099

Assets held in trust by others —  219,000 —  219,000

Total assets $ 10,178,147 7,040,148 (88,038) 17,130,257

Liabilities and Net Assets

Current liabilities:
Line of credit $ —  $ —  $ —  $ —  
Current maturities of long-term debt and 

capital lease obligations 15,417 —  —  15,417
Accounts payable and accrued expenses 778,851 89,805 (88,038) (1) 780,618

Total current liabilities 794,268 89,805 (88,038) 796,035

Long-term debt and capital lease obligations —  —  —  —  
Total liabilities 794,268 89,805 (88,038) 796,035

Net assets:
Unrestricted 9,383,879 5,280,236 —  14,664,115
Temporarily restricted —  1,145,311 —  1,145,311
Permanently restricted —  524,796 —  524,796

Total net assets 9,383,879 6,950,343 —  16,334,222

Commitments and contingencies

Total liabilities and net assets $ 10,178,147 $ 7,040,148 $ (88,038) $ 17,130,257

Eliminating entries:
(1) To eliminate the intercompany payable and receivable balance

See accompanying notes to the consolidated financial statements.
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Schedule 2

Permanently
Restricted

Orchard Orchard Total Orchard
Orchard Place Eliminating Total Orchard Place Eliminating Temporarily Place

Place Foundation Entries Unrestricted Place Foundation Entries Restricted Foundation Total

Operating revenue and support:
Net patient service revenue, contracts and grants $ 12,648,563 $ —  $ —  $ 12,648,563 $ —  $ —  $ —  $ —  $ —  $ 12,648,563
Public support 1,066,958 —  —  1,066,958 —  —  —  —  —  1,066,958
Contributions, memorials, and fundraisers, net —  79,904 —  79,904 348,629 767,915 (348,629) (1) 767,915 —  847,819
Other revenue 148,356 —  —  148,356 —  —  —  —  —  148,356

Total operating revenue and support 13,863,877 79,904 —  13,943,781 348,629 767,915 (348,629) 767,915 —  14,711,696

Net assets released from restrictions - satisfaction
of program and time restrictions 348,629 365,664 (348,629) (1) 365,664 (348,629) (365,664) 348,629 (1) (365,664) —  —  

Total operating revenue, support, net asset transfers 14,212,506 445,568 (348,629) 14,309,445 —  402,251 —  402,251 —  14,711,696

Operating expenses:
Program services:

Orchard Place Campus 6,054,225 —  —  6,054,225 —  —  —  —  —  6,054,225
PACE Juvenile Center 2,792,597 —  —  2,792,597 —  —  —  —  —  2,792,597
Child Guidance Center 4,608,025 —  —  4,608,025 —  —  —  —  —  4,608,025
Orchard Place Foundation —  796,952 (796,952) (1) —  —  —  —  —  —  —  

Total program services 13,454,847 796,952 (796,952) 13,454,847 —  —  —  —  —  13,454,847

Administrative services 1,251,449 —  —  1,251,449 —  —  —  —  —  1,251,449
Fundraising —  505,033 —  505,033 —  —  —  —  —  505,033

Total operating expenses 14,706,296 1,301,985 (796,952) 15,211,329 —  —  —  —  —  15,211,329

Change in net assets from operating activities (493,790) (856,417) 448,323 (901,884) —  402,251 —  402,251 —  (499,633)

Nonoperating activities:
Contributions from Orchard Place Foundation - restricted

for property and equipment —  —  —  —  448,323 —  (448,323) (1) —  —  —  
Investment income, net —  247,482 —  247,482 —  44,360 —  44,360 —  291,842
Change in the value of assets held in trust by others —  —  —  —  —  (2,000) —  (2,000) —  (2,000)
Interest expense (9,997) —  —  (9,997) —  —  —  —  —  (9,997)
Other nonoperating income, net 6,747 —  —  6,747 —  —  —  —  —  6,747
Net assets released from restrictions - property

and equipment 448,323 448,323 (448,323) (1) 448,323 (448,323) (448,323) 448,323 (1) (448,323) —  —  

Change in net assets from nonoperating activities 445,073 695,805 (448,323) 692,555 —  (405,963) —  (405,963) —  286,592

Change in net assets (48,717) (160,612) —  (209,329) —  (3,712) —  (3,712) —  (213,041)

Net assets at beginning of year 9,432,596 5,440,848 —  14,873,444 —  1,149,023 —  1,149,023 524,796 16,547,263

Net assets at end of year $ 9,383,879 $ 5,280,236 $ —  $ 14,664,115 $ —  $ 1,145,311 $ —  $ 1,145,311 $ 524,796 $ 16,334,222

(1) To eliminate intercompany transfers

See accompanying notes to the consolidated financial statements.

ORCHARD PLACE AND ORCHARD PLACE FOUNDATION

Consolidating Statement of Activities

Year ended June 30, 2006

Unrestricted Temporarily Restricted
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Federal
CFDA Federal

number Federal CFDA name expenditures

United States Department of Agriculture
Passed through State of Iowa Department
of Education
National School Breakfast, Lunch and 10.553 and School Breakfast Program (SBP)
 Snack Program 10.555 National School Lunch Program (NSLP) 130,762$           
Commodities 10.555 National School Lunch Program (NSLP) 2,592                 

133,354             

United States Department of Justice:
Passed through Polk County
Decategorization
Offender Reentry Program - Going Home 16.202 Offender Reentry Program 49,082               

Enforcing Underage Drinking Laws 16.727 Enforcing Underage Drinking Laws Program 18,510               

United States Department of Education
Earmark Grant Awards 84.215K Fund for the Improvement of Education 48,854               

United States Department of Health and
 Human Services

Passed through State of Iowa Department
of Human Services, Juvenile Court Services
Diversion and Monitoring Services 93.558 Temporary Assistance for Needy Families (TANF) 91,550               

Passed through the Polk County Human
Services Planning Alliance
Early Childhood Empowerment Grant 93.558 Temporary Assistance for Needy Families (TANF) 221,203             

Passed through the Polk County Decatergorization
Early Services Project 93.558 Temporary Assistance for Needy Families (TANF) 115,448             
Credit Recovery 93.558 Temporary Assistance for Needy Families (TANF) 23,000               

138,448             

451,201             

See Independent Auditor's Report and Note to Schedule of Federal Expenditures.

pass through grant description

Year ended June 30, 2006
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Orchard Place and Orchard Place Foundation

Federal grantor/pass-through grantor/
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Federal
CFDA Federal

number Federal CFDA name expenditurespass through grant description

Year ended June 30, 2006
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Orchard Place and Orchard Place Foundation

Federal grantor/pass-through grantor/

United States Department of Health and
 Human Services

Passed through State of Iowa Department of 
Human Services, Iowa Child Care and Early
 Education Network
Parent, Infant, Toddler Care 93.575 Child Care and Development Block Grant 74,186               
Enhancement - Home Consultant, Parent
 Support 93.575 Child Care and Development Block Grant 115,000             
Quality Rating Scale 93.575 Child Care and Development Block Grant 27,400               
Welcome to School-Age Care Series 93.575 Child Care and Development Block Grant 12,108               

228,694             

Passed through State of Iowa Department of
Human Services
Child Care Resource and Referral 93.575 Child Care and Development Block Grant 393,328             

622,022             

Passed through State of Iowa Department of 
Human Services,Division of Mental Health
 and Developmental Disabilities
Community Mental Health Services 93.958 Block Grants for Community Mental Health Services 122,040             

 Total federal expenditures 1,445,063$       

  

See Independent Auditor's Report and Note to Schedule of Federal Expenditures.

-16 -



Orchard Place and Orchard Place Foundation 
NOTE TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

Year ended June 30, 2006 
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NOTE 1 BASIS OF PRESENTATION 
 
The accompanying schedule of expenditures of federal awards includes the federal grant activity of Orchard Place and 
Orchard Place Foundation and is presented on the accrual basis of accounting.  The Orchard Place Foundation received 
no federal awards for the year ended June 30, 2006.  The information in this schedule is presented in accordance with 
the requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.  
Therefore, some amounts presented in this schedule may differ from amounts presented in, or used in the preparation of, 
the basic financial statements. 
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN 

AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE 
WITH GOVERNMENT AUDITING STANDARDS 

 
To the Board of Directors 
Orchard Place and Orchard Place Foundation 
Des Moines, Iowa 
 
We have audited the consolidated financial statements of Orchard Place and Orchard Place Foundation as of 
and for the year ended June 30, 2006, and have issued our report thereon dated August 11, 2006.  We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit, we considered Orchard Place and Orchard Place Foundation’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 an opinion 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 that might be material weaknesses.  A material weakness is a reportable 
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 caused by error or fraud 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. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether Orchard Place and Orchard Place Foundation’s 
financial statements are free of material misstatement, we performed tests of its compliance with certain 
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have a 
direct and material effect on the determination 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 or other matters 
that are required to be reported under Government Auditing Standards. 
 
This report is intended solely for the information and use of the Board of Directors, management, and 
federal awarding agencies and pass-through entities and is not intended to be and should not be used by 
anyone other than these specified parties. 
 

                                                                       
                                                                     DENMAN & COMPANY, LLP 
 
West Des Moines, Iowa 
August 11, 2006 
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS 
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER 

COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 
 
 
 
 
 

To the Board of Directors 
Orchard Place and Orchard Place Foundation 
Des Moines, Iowa 

 
 

Compliance 
 

We have audited the compliance of Orchard Place and Orchard Place Foundation with the types of 
compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular A-
133 Compliance Supplement that are applicable to its major federal programs for the year ended June 
30, 2006.  Orchard Place and Orchard Place Foundation’s major federal programs are identified in the 
summary of auditor’s results section of the accompanying schedule of findings and questioned costs.  
Compliance with the requirements of laws, regulations, contracts, and grants applicable to each of its 
major federal programs is the responsibility of Orchard Place and Orchard Place Foundation’s 
management.  Our responsibility is to express an opinion on Orchard Place and Orchard Place 
Foundation’s compliance based on our audit. 

 
We conducted our audit of compliance in accordance with auditing standards generally accepted in the 
United States of America; the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, 
Audits of States, Local Governments, and Non-Profit Organizations.  Those standards and OMB 
Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether 
noncompliance with the types of compliance requirements referred to above that could have a direct 
and material effect on a major federal program occurred.  An audit includes examining, on a test basis, 
evidence about Orchard Place and Orchard Place Foundation’s compliance with those requirements and 
performing such other procedures as we considered necessary in the circumstances.  We believe that 
our audit provides a reasonable basis for our opinion.  Our audit does not provide a legal determination 
of Orchard Place and Orchard Place Foundation’s compliance with those requirements. 

 
In our opinion, Orchard Place and Orchard Place Foundation complied, in all material respects, with 
the requirements referred to above that are applicable to each of its major federal programs for the 
year ended June 30, 2006. 
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Internal Control Over Compliance 

 
The management of Orchard Place and Orchard Place Foundation is responsible for establishing and 
maintaining effective internal control over compliance with the requirements of laws, regulations, 
contracts, and grants applicable to federal programs.  In planning and performing our audit, we 
considered Orchard Place and Orchard Place Foundation’s internal control over compliance with 
requirements that could have a direct and material effect on a major federal program in order to 
determine our auditing procedures for the purpose of expressing our opinion on compliance and to test 
and report on the internal control over compliance in accordance with OMB Circular A-133. 

 
Our consideration of the internal control over compliance would not necessarily disclose all matters in 
the internal control that might be material weaknesses.  A material weakness is a reportable 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 noncompliance with applicable requirements of laws, regulations, 
contracts, and grants that would be material in relation to a major federal program 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 compliance and its 
operation that we consider to be material weaknesses. 
 
This report is intended solely for the information and use of the Board of Directors, management, and 
federal awarding agencies and pass-through entities and is not intended to be and should not be used by 
anyone other than these specified parties. 
 
 

                                                                       
                                                                     DENMAN & COMPANY, LLP 

 
West Des Moines, Iowa 
August 11, 2006 
 



Orchard Place and Orchard Place Foundation 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

Year ended June 30, 2006 
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SECTION I─SUMMARY OF AUDITOR’S RESULTS 
 
Financial Statements 
 
(a) Type of auditor’s report issued:  Unqualified opinion 
 
(b) Internal control over financial reporting: 

 
• Material weakness identified?  No 

 
• Reportable condition identified that is not considered to be material weakness?  None reported 

 
 

(c) Noncompliance material to financial statements noted?  No 
 
Federal Awards 
 
(d) Internal control over major programs: 

 
• Material weakness identified?  No 

 
• Reportable condition identified that is not considered to be material weakness?  None reported 

 
(e) Type of  auditor’s report issued on compliance for major programs:  Unqualified opinion 
 
(f) Any audit findings disclosed that are required to be reported in accordance with section 510(a) of 

Circular A-133?   No 
 
(g) Identification of major program: 

CFDA #93.558 - Temporary Assistance for Needy Families (TANF) 
CFDA #93.575 - Child Care and Development Block Grant 
 

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

(i) Auditee qualified as low-risk auditee:  No 
 

SECTION II─FINANCIAL STATEMENT FINDINGS 
 
No matters regarding reportable conditions, material weaknesses or instances of noncompliance related to the 
financial statements were reported. 
 
SECTION III─FEDERAL AWARD FINDINGS AND  QUESTIONED COSTS 
 
No matters regarding reportable conditions, material weaknesses, or instances of noncompliance with federal 
program requirements, including questioned costs, were reported. 
 
 

 




