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CHARMAINE PHILIPS-PLATENBURG

Certified Public Accountant
e - .l ... | ...

INDEPENDENT AUDITOR’S REPORT

To the Board of Dircctors
New Orleans Affordable Homeownership, Inc.

I have audited the accompanying statement of financial position of New Orleans Affordablce
Homeownership, Inc. (a non-profit corporation) as of December 31, 1999 and the related statements
of activitics, functional cxpenscs and cash {lows for the year then ended. Thesc financial statements
arc thc responsibility of New Orleans Affordable Homcownership, Inc.’s management. My
responsibility 1s to express an opinion on these financial statements based on my audits.

I conducied my audit 1n accordancc with generally accepted auditing standards and Government
Auditing Standards, 1ssued by the Comptroller General of the United States. Those standards
require that 1 plan and perform the audit to obtain reasonablce assurance about whether the financial
statcments arc free of material misstatement. An audit includes examining, on a test basis, cvidence
supporting the amounts and disclosurcs in the financial statecments. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as cvaluating
the overall financial statcment presentation. 1 believe that my audit provides a rcasonable basis for
my opinion.

In my opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of New QOrleans Affordable Homecownership, Inc. as of Deccember 31, 1999, and
the changes 1 1ts nct assets and 1ts cash flows for the ycar then cnded m conformity with the
gencrally aceepted accounting principles.

My audit was madc for the purposc of forming an opinion on the basic financial statements of New
Orlecans Affordable Homeowncrship, Inc. taken as a whole. The accompanying supplemental
information listed 1n the table of contents is presented for the purpose of additional analysis and is
not a required part of the basic financial statements of Ncw Orleans Affordable Bomcownership,
Inc. The Schedule of Expenditures of Federal Awards is required by the U. S. Office of
Management and Budgetl Circular A-133, “Audits of States, Local Governments, and Non-Profits
Organizations.” Such imformation has been subjected to the auditing procedures applied in the audit
of the basic financial statements and, in my opinion, is fairly stated in all maierial respects in
relation to the basic financial statements taken as a whole.

1340 Poydras Street * Suite 2130 « New Orleans, LA « 70112
Phone: 504-561-1111 « Fax: 504-561-1114




In accordance with Government Auditing Standards, 1 have also issued a report dated June 20,
2000 on my considcration of New Orlcans Affordable Homcownership, Inc.’s internal control
structurc over {inancial reporting and my test of its compliance with certain provisions of laws,
rcgulations, contracts and grants.

(Frnitines @ '—%A%,M.}

Charmaine Philips-Platenburg, CPA

New Orleans, LA
Junc 26, 2000

CHARMAINE PHILIPS-PLATENBURG
) e U SO

Certified Public Accountan!
| 340 Poydras Street = Suite 2130
New Orleans, 1A 701)2



NEW ORLEANS AFFORDABILE HOMEOWNERSHIP, INC.

Statement of Financial Position
As of December 31, 1999

Assets
Cash and Cash Equivalents

Receivables
(rants Reccervable
Pue from FANO
Other Receivables

934,708
20,152
56

l.oans
Notes Receivable
].ess: Allowance for Doubtful Accounts

1,577,386
(329,480)

Rcal Fstate Held for Resale

I'ixed Assets
Buildings and 1.and
Furmiture, Fixtures and Equipment
I.ess: Accumulated Depreciation

1,099,728
20,613
(240,044)

Other Assels
Deposits

Total Asscis

Liabilities & Net Assets
Accounts Payable

Line of Credit

Payroll Taxes

Capital Lecase Payable

Duc to the City of New Orleans
Total Liabilities

Net Assets:
Unrestricted
Temporarily Restricted

Total Net Assets

Total Liabilities & Netl Assets

Sec Accompanying Auditor's Report and Notes.

12,422

954,910

1,247,906

735,169

880,297

14,000

3,844,710

459,211

130,816

32,491

11,425

1,463,186

2,097,129

227,332
1,520,249

1,747,581

3,844,710




NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC,
Statcment of Activitics
For the Year Ended December 31, 1999

Temporarily
_Unrestricted Restricted Total
Revenuces: -

Grant Appropriations $ . $  2,455454 $ 2,455,454
Other Income 45 072 136,750 181,822
Net Assets released from restrictions 2,794,013 (2,794,013) _

Total Revenues 2,839,085 (201,809) 2,637,276

Expenscs:

Contractors ~ 1,784,263 - 1,784,203
Subrecipients 154,038 154,038
Salaries 147,710 147,710
Professional IFecs - Accounting & Legal 104,948 104,948
Depreciation Expense 68,000 68,000
Iixhibit Caosts 31,627 31,627
Capital Outlay 29,481 29,481
Sccurily Serviees 27,000 27,000
Insurance 24,281 24,281
Bad Debt Expense 18,714 18,714
Advertising 16,729 16,729
Ultilities 16,533 16,533
Acquisition/Rehabilitation/Maintenance 11,470 11,470
Interest ixpensc 11,346 11,346
Payroll Taxcs 10,324 10,324
Paint & Other Supplics 8,440 8,440
Telephene 8,136 8,136
Fringe Benefits 8,081 8,081
Cost of Properties Sold 7,248 7,248
Printing & Reproduction 5,591 5,591
Catering Expense 5,282 5,282
Travel & Conferences 4,945 4,945
Travel & Conferences 3,114 3,114
Other Costs 16,703 16,703

Total Expense 2,524,004 " 2,524,004

Increase/(Decrease) in Net Assets 315,081 (201,£09) 113,272

Net Assels, Beginning Balance {87,749) 1,722,058 1,634,309

Net Assets, Ending Balance $ 227,332 $ 1,520,249 $ 1,747,581

Sec Accompanying Auditor's Report and Notes.
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NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC.
Statement of Cash Flows

For the Year Ended December 31, 1999

Cash Flows from Operating Activitics:
Increase in Net Assets $ 113272
Adjustments to reconcile merease net assets to net cash

uscd in operating activities:

Depreciation Expense 08,000
Increase m Grants Receivable (406,089)
Decrease in Other Receivables 6,800
Increase m Accounts Payable & Payroll Tax Liabilities 370,490
Decrease in Due from the City of New Orleans ) (54,590)
Net Cash Used In Operations 97,883
Cash Flows from Investing Activitics:
Purchase of Real Estate Held for Resale (305,250)
I’roceeds from Sale of Real Estate 08,607
Purchasc of Fumiture, Fixtures and Equipment (20,613)
Net Cash Used In Investing Activities (257,262)
Cash Flows from Financing Activities:
Withdrawals on Line of Credit, net of principal payments 6,215
Principal Payments on Notes Receivable ) 153,201
Net Cash Provided by Financing Acfivities _ 159416
Net Increase In Cash and Cash Equivalents 37
Cash and Cash Equivalents at Beginning of Year 12,385
Cash and Cash Equivalents at End of Year \ 12,422

See Accompanying Auditor's Report and Notes.
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NOTES TO THE FINANCIAL STATEMENTS
New Orleans Affordable Homeownership Inc
December 31, 1999

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A summary of the significant accounting policies consistently applied in the preparation of the
accompanying financial statements is as follows:

Nature of Activilics

Ncw Orleans Affordable Homcownership, Inc. is a nonprofit corporation organized under the
laws of the State of Louisiana. The corporation is organized to provide home ownership
opportunitics to low and moderate persons who otherwise could not afford to buy a home;
increcase the number of safe, decent and sanitary housing units in the City of New Orleans; create
mcaningful activitics for youths at risk; and in gencral, improve the quality of life, housing
conditions and work opportunitics for residents of the City of New Orleans.

The corporation 1s supported primarily through government grants. Accordingly, 98% of the
corporation’s support for the year ended December 31, 1999 came from government grants.

IFinancial Statemcent Presentation

The financial statements are presented in accordance with requirements established by the
Financial Accounting Standards Board (FASB) as set forth in the Statement of Financial
Accounting Standards No. 117, “Financial Statements of Not-For-Profit Organization”. This
stalement requires reporting, the Organization’s financial position and activities according to
three classes of net assets: (a) unrestricied net assets, (b) temporarily restricted net assets, and (¢)
permanently restricted net assets. There arc no permancently restricted net assets.

Revenue Recognition

Contributed support is reported as unrestricted or restricted depending on the existence of donor
stipulations that limit the use of the support. When a donor restriction expires, that is, when a
stipulated time restriction ends or purpose restriction is accomplished, temporarily restricted net
asscts arc classified to unrestricted net assets and reported in the statement of activity as “net
assets released from restrictions”.

Grants Recelvables

The Orgamization considers grants receivable 1o be fully collectible since the balance consists
principally of payments due under governmental contracts.



NOTES TO THE FINANCIAL STATEMENTS

New Orleans Affordable Homeownership Inc
December 31, 1999

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

I.0ans

l.oans arc stated at the amount of unpaid principal, reduced by an allowance for loan losscs.
Intcrest on loans 1s calculated by using the simple intcrest method on daily balances of the
principal amount outstanding.

Financing Authority of New Orleans reviews the Organization’s loan portfolio to determine the
cxistence of and extent of which notes are subject to special consideration as {o any doubt
regarding their collectibility. All nonaccrual loans are considered to be impaired 1n accordance
with SFAS No. 114, “Accounting by Creditors for Impairment of a Loan.” When, 1n
management’s judgment, a loan is determined to be of doubtiul collectibility, the loan is charged
to the Reserve for Loan Losses, subjcct 1o approval from the funding source, 1f applicablc.

Accrual of mtercst is discontinued on a loan when management belicves, after considering

cconomic and business conditions and collection efforts, that the borrowers’ financial condition
1s such that collection of interest is doubtful.

Provision and Regerve {or LLoan Losses

The rescrve for possible loan losses is maintained to provide for possible losses inherent in the
loan portfolio. On January 1, 1995, the corporation adopted SFAS No. 114, as amendcd by
SFAS No. 118 “Accounting by Creditors for Impairment of a L.oan -- Income Recognition and
Disclosures.” In accordance with SFAS No. 114, the 1995 reserve for possible loan losscs
rclated to loans that are identified as impaired i1s based upon discounted cash flows using the
loan’s initial effective interest rate or the {air value of the collateral.

Management determines the appropriate level of reserve to be maintained based on an analysis of
thc portfolio and cvaluation of economic factors. Provision for loan losses is recognized by a
charge to expensc or a reduction of monies due to the funding source depending on the source of
the loan procecds. However, because such factors as loan growth, the futurc collectibility of
loans and the amounts and timing of future cash flows expected to be received on impaired loans
arc unceriain, the level of future provisions generally cannot be predicted.
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NOTES TO THE FINANCIAL STATEMENTS
New Orleans' Affordable Homeownership Inc
December 31, 1999

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Building and Improvements

New Orleans Affordable Homeowncership, Inc. records property acquisitions at cost. Donated
asscls arc rccorded at estimated valuc at date of donation. Depreciation 1s compuicd on a
straight-linc basis over the estimated useful lives of the assets. Depreciation expense for the year
cnded December 31, 1999 {otaled $68,000.

Maintcnance and rcpairs arc charged (o cxpense as incurred: major rencwals and betlerments arc
capitalized when the acquisition cost exceeds $5,000. When 1tems of property are sold or retired,
the related cost and accumulated depreciation arc removed from the accounts and gain or loss is
included in the changes 1n nct assets.

Real statc Held for Resalc

Rcal Estatc Hceld for Resale 1s carried at cost not to exceed cstimates of nct rcalizable value
dectermined on an individual project basis. The real estatic has been acquired 1o be rchabilitated
In accordance with government contracts.

Cash and Cash Liguivalents

The Organization considers all highly hquid mvestments available for current use with an
original maturity of three months or less to be cash cquivalents.

Usc of Estimates

The preparation of financial statecments in conformuty with generally accepted accounting
principles requires management 1o make estimates and assumptions that affect certain reported
amounts and disclosurcs in the financial statements and accompanying notes. Accordingly,
actual results could differ from those estimates.

NOTE B - GRANT RECEIVABILE
Grant receivable at December 31, 1999 consists of the following:

City of New Orleans-Division of
Housing and Neighborhood Development $934,708



NOTES TO THE FINANCIAL STATEMENTS

New Orleans Affordable Homeownership Inc
December 31, 1999

NOTE C - RESERVE FOR LLOAN LOSSES

A summary of the activity in the Reserve for Loan Losscs for the year ended December 31, 1999
follows:

Balance at beginning of year $ 310,766
l.oans chargc of to bad debt expense 18,714
Balance as of December 31, 1999 $ 329,480

NOTE D - FIXED ASSETS

Fixed asscts at December 31, 1999 consists of the following:

Building $ 101,115
Equipment 20,013
Improvements 083,613
Less accumulated depreciation <240,044>
Subtotal 865,297
l.and 15,000
$ 880,297

NOTE E - DUE TO CITY OF NEW ORLEANS

The amount due to the City of New Orleans as of December 31, 1999, consists of mortgage
loans, net of the reserve for possible loan losses, and accrued interest and fecs.

NOTE K- INCOME TAXES

The New Orleans Affordable Homeownership, Inc. 1s exempt from corporate income taxes under
Section 501(c)(3) of the Internal Revenue Code.
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NOTES TO THE FINANCIAL STATEMENTS
New Orleans Affordable Homeownership Inc
December 31, 1999

NOTE G — DEFOSITS

As of December 31, 1999, the Organization had entered into an agreement to purchasc blighted
property.  The Organization decided to pay a refundable deposit on the properly to sccure the

agrcement.

NOTE Il — BOARD OF DIRECTORS COMPENSATION

The board of directors is a voluntary board; therefore, no compensation was paid to any board
member during the year ended December 31, 1999

NOTE I — SIGNIFICANT CONCENTRATION

The Organization receives a majority of its revenue from funds provided through grants
administered by the Cily of New Orleans. The grant amounts are appropriated cach ycar by the
fcderal and local governments. I significant budget cuts arc made at the federal and/or local
level, the amount of the funds the Organization receives could be reduced significantly and have
an adversc impact on its opcrations. Management is not aware of any actions that will adverscly
affect the amount of funds the Organization wiil receive 1n the next fiscal ycar.

NOTE J — LINE OF CREDIT

The Organization established an unsccured line of credit with a local financial mnstitution in the
amount of $200,000 with an original interest rate of 8.5% during the year. As of Dccember 31,
1999, the outstanding balance of the line of credit was $130,816.

NOTE K — CONTRIBUTIONS AND DONATIONS

The Organization received funds from various contributors. The additional funds werce classified
as unrestricted and were used for administrative items for the Organization.

10
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NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC.
Combined Statement of Expenditures
For the Year Ended December 31, 1998

SUPPORTING
PROGRAM SERVICES SERVICES
TREME ARTS SP-NOAH PROJECT PROGRAM MANAGEMENT
YOUTHBUILD DEV.CENTER SPG-13E NU-COAT PAINT NU - ROOF INCOME & GENERAL TOTAL
Salaries & Fringe Benefits

Salanes - 102,912 - 44,798 - - - 147,710
Payroll Taxes 10,324 - . - . - 10,324
Fringe Benefits . 4.654 - 3427 . - - 8,081

Total Salaries & Fringes i 117,890 i 48,225 . i i 166,115

Other Operating Expenses

Contractors 29,690 8,80] 3,000 1,742,477 205 1,784,263
Subrecipients 154,038 154,038
Professional Fees - Accounting & Legal 800 4,200 34,198 38,375 27375 104,948
Depreciation Expense 68,000 68,000
Exhibit Costs 26,310 500 4.817 31,627
Capital Qutlay 10,227 8,721 1,156 0,383 26,481
Securnity Services 26,346 459 195 27,000
insurance 8,610 i4,284 1,387 24,281
Bad Debt Expense 18,714 18,714
Advertising 5,782 7,547 3,400 16,729
Uulities 8,593 7,700 240 16,533
Acquisition/Rehabilitanon/Maintenance 2,837 7,083 1,550 11,470
Interest Expense 11,346 11,346
Paint & Other Supplies 1,098 7,274 68 8,440
Telephone 8,136 8,136
Cost of Properues Sold 7,248 7,248
Printing & Reproduction 5,591 5,561
Catering Expense 240 5,042 5,282
Travel & Conferences 4,945 4.945
Commissions - A1t Sales ] 3,114
Qrher Cosis 1,199 9,627 617 2,608 82 1,012 1,558 16,703

Toiai Other Operaung Expenses 35,624 141,615 223,044 1,799 728 3,482 32,372 121,974 2,357 B39
Total Expenses 35,624 239,503 223,004 1,847,953 3,482 32,372 121,974 2,524 00+

Note <1
Construction and acquisition costs were capitalized as improvements and properties held for resale.
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NEW ORILEANS AFFORDABILE HOMEOWNERSHIP, INC.
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

IFor the yecar ended December 31, 1999

FEDERAL
CFDA PASS-THROUGH

PROGRAM TIT1.K NUMBER ENTITY'S NUMBER EXPEDITURES
U.S. DEPARTMENT OF HOUSING
AND URBAN DEVELOPMENT
Passed through the City of New Orleans
Community Development Block Grant
Program Entitlement Grants
Project Nu-Coat 14.218 CD #10-081(99) $ 1,907,681
SP-NOALI, SPG-1312 14.218 SP - 7291 513,819
Treme Arts Development Center 14.218 CD-#10-056(98) 273,679
HSNG, Y outhbuld 14.218 CD #10-068(96) 95,352
Project Nu-Roof 14,218 CD #10-081(99) 3,482
TOTAL U.S. DEPARTMENTQF
HOUSING AND URBAN DEVEIL.OPMENT $2,794.013
TOTAL EXPENDITURES OF FEDERAIL AWARDS $2.794.013

NOTES T0O SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

1. The Schedule of Federal Awards was prepared on the accrual basis of accounting.

12



CHARMAINE PHILIPS-PLLATENBURG

Certified Public Accountant
A O S Y D M T R A A R I R A

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE AND INTERNAL CONTROL.
OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors of
Ncw Orleans Affordable Homeownership, Inc.

I have audited the financial statements of New Orleans Affordable Homeowncership, Inc. (a non-
profit corporation) as of and for the year ended December 31, 1999, and have issued my report
thereon dated June 26, 2000, 1 conducted my audit 1n accordance with generally accepted auditing
standards and thc standards applicable to financial audits contained in Governmental Auditing
Standards, 1ssucd by thec Comptroller General of the United Statcs.

Compliancg

As part of oblamming reasonable assurance about whether New Orleans Affordable Homcownership,
Inc.’s financial stalements are {ree of material misstatement, 1 performed tests of its compliance
with certain provisions of laws, regulations, contracts, and grants, noncompliance with which could
have a dircet and matenal cffect on the determination of financial statement amounts. However,
providing an opinion on compliance with thosc provisions was not an objcctive of my audit, and
accordingly, 1 do not express such an opinion. The results of my tests disclosed an instance of

noncomphance that is required to be reported under Governmental Auditing Standards and which
arc described in the accompanying schedule of Findings and Questioned Costs as item 99-1.

Internal Control Over Financial Reporting

In planning and performing my audit, 1 considered New Orlcans Affordablc Homeowncrship, Inc.’s
internal control over financial reporting in order to determine my auditing procedurcs for the
purposc of expressing my opinion on the financial statements and not to provide assurance on the
intcrnal control over financial reporting. However, I noted certain matters involving the internal
control over financial reporting and its operation that I consider to be reportable conditions.
Reportable conditions involve matters coming to my attention relating to significant deficiencies in
the design or operation of the internal control over financial reporting that, in my judgement, could
adverscly affect New Orleans Affordable Homeownership Inc.’s ability to rccord, proccss,
summarize, and report financial data consistent with the assertions of management in the financial
statements.  Reportable conditions are described in the accompanying schedule of findings and
questioned costs as ifems 99-1 and 99-2.

A material weakness 1s a condition in which the design or operation of one or more of the internal
control components does not reduce 1o a relatively low level the risk that niisstatements in amounts

1340 Poydras Street * Suite 2130 « New Orleans, LA ¢ 70112
Phone: 504-561-1111 + Fax: 504-561-1114
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that would be material in relation to the financial statements being audited may occur and not be
detected within a timely period by the employees in the normal course of performing their
assigned functions. My consideration of the internal control over financial reporting would not
neeessanly disclose all matters in the internal contro! structurc that might be reportable
conditions and, accordingly, would not necessarily disclose all reportable conditions that arc also
considered to be malterial weaknesses. 1 noted no matters that 1 considered to be material
weaknesses.  However, 1 noted other matters mvolving the internal control over financial
reporting, which 1 have reported to management in a separate letter dated Junc 26, 2000.

I'ms report 1s intended solely for the information of the audit commitice, management, and
federal awarding agencics and pass-through entitics. However, this report is a matter of public
record and 11s distribution 15 not limited.

-

(Hrsitints Tl -7 44/,}
fri Tiefap, Cotr

Charmaine Philips-Platenburg, CPA

New Orleans, 1A
June 26, 2000

CHARMAINE PHILIPS-PILATENBURG
0 e T OO A

Certified Public Accourntant 14

1340 Poydras Street » Suite 2130
New Orleans, A 70112




CHARMAINE PHILIPS-PLATENBURG

Certified Public Accountant
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL STRUCTURE
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Dircclors of
New Orleans Affordable Homeowncrship, Inc.

Compliance

1 have audited the compliance of New Orlcans Affordable Bomeownership, Inc. with the types of
compliance requirements described 1in the “U. S. Office of Management and Budget (OMB)
Circular A-133 Compliance Supplement” that are applicable to each of its major federal programs
for the fiscal year ended December 31, 1999. New Orleans Affordable Homeownership, Inc. major
federal programs arc identified in the summary of auditor’s results scction of the accompanying
schedule of findings and questioned costs. Comphance with the requirements, laws, rcgulations,
contracts and grants applicable 1o each of its major federal programs is the responsibility of New
Orlcans Affordablc Homeownership, Inc.’s management. My responsibility 1s to cxpress an
opinion on the Organization’s compliance based on my audit.

I conducted my audit of compliance in accordance with generally accepted auditing standards; the
standards applicablc to financial audits contained in Governmental Auditing Standards issucd by the
Comptroller General of the United States; and OMB Circular A-133, “Audits of States, l.ocal
Governments, and Non-Profit Organizations.” Those standards and OMB Circular A-133 require
that I plan and perform the audit to obtain reasonable assurance about whether noncompliance with
the types of compliance requircments referred to above that could have a direct and material effect
on a major federal program occurred. An audil includes examining, on a test basis, cvidence aboul
New Orleans Affordable Homcownership, Inc.’s compliance with those requirements and
performing such other procedurcs as I considered necessary in the circumstances. 1 belicve that my
audit provides a rcasonable basis for my opinion. My audit docs not provide a legal detcrmination
of New Orleans Affordable Homeownership, Inc.’s compliance with those requirements.

As described i item 99-1 in the accompanying schedule of {indings and questioned costs, New
Oricans Affordable Homcownership, Inc. did not comply with the requircments rcgarding
Reporting and Specific Test, that are applicable to its major federal program titled “Youthbuild” and
"Treme Arts Development Center”. Compliance with such requirements is necessary, in my
opinion, for the Organization to comply with requircments applicable 1o that program.

In my opinion, except for the noncompliance described in the preceding paragraph, New Orleans
Affordable Homeownership, Inc. complied, 1n all material respects, with the requirements referred

{o above that are applicable to each of 1ts major federal programs for the fiscal year ended
Dccember 31, 1999,

1340 Poydras Street » Suite 2130 » New Orleans, LA « 70112
Phone: 504-561-1111 « Fax: 504-561-1114
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Intcrnal Conirol OQver Compliance

New Orlcans Affordable Homeownership, Inc.’s intcrnal control over compliance with
rcquirecments that could have a dircct and matcrial effect on a major federal program 1n order 1o
determine my auditing procedures for the purpose of expressing my opinion on compliance and
to test and report on infernal control over compliance 1n accordance with OMB Circular A-133.

] noted certamn matters involving the internal control over compliance and its opcration that |
consider 10 be reportable conditions.  Reportable conditions involve maltlers coming to my
aticntion rclating to significant deficiencics in the design or operation of the mternal control over
compliance that, in my judgement, could adversely affcct New Orleans Affordable
Homcowncrship, Inc.’s ability to administer a federal program 1n accordance with the applicable
requirecments of laws, rcgulations, contracts, and grants. Reportable conditions are described in
the accompanying schedule of {indings and questioned costs as 1lems 99-1 and 99-2.

A material weakness 1s a condition 1in which the design or operation of onc or morc of the
imternal control componcnts does not reduce to a rclatively tow lcvel the risk that noncompliance
with thc applicable requirements of laws, regulations, contracts, and grants that would be
maicrial in relation to a major federal program being auditcd may occur and not be detected
within a timely period by employecs in the normal coursc of performing their assigned functions.
My consideration of the internal control over compliance would not neccssarily disclosc all
maiicrs in the internal control that might be reportable conditions and, accordingly, would not
nccessarily disclosc all reportable conditions that are also considered to be maicrial weaknesscs.
However, 1 believe none of the reportable conditions described above is a material weakness,

] also noted other matiers imvolving the internal control structure and its operation that 1 have
reported 1o managemcent of the Organization in a separate letler dated Junc 26, 2000.

This report 1s intended for the information of the audit committce, management, and federal
awarding agencies and pass-through entitics. Howcever, this report is a matier of public record,
and its distribution is not limited.

|
Charmaine Philips-Platenburg, CPA

Ncw Orleans, LA
Iune 26, 2000

CHARMAINE PHILIFPS-PLATENBURG
O D OO PG V000

Certified Public Accountant
F340 Poydras Streer » Sune 2130
New Orfeans, LA 0112
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A.

NEW ORLEANS AFFORDABILE HOMEOWNERSHIP, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the year ended December 31, 1999

SUMMARY OF AUDIT RESUL'TS.

An unqualificd opinion was issucd on the financial statements of the auditec.

Reportable conditions in internal control were disclosed by the audit of the
financial statements and none of the conditions were deemed to be material
weaknesses.

The audit disclosed instances of noncompliance. However, none of the instances
were deemed 1o be material to the financial statements of the audits.

Rcportable conditions in internal control over major programs werc disclosed by
the audit and none of the conditions were deemed material weaknesses.

A qualificd opinion was issucd on compliance for major program.

The audit findings required 1o be reported under Section 510(a) of Circular A-133
are reported 1n Part C of this schedule.

The major programs for the year ended Deccember 31, 1999 consists of the
following:

Project Nu-Coat CFDA No. 14.218
SP-NOAH, SPG-13E CFDA No. 14.218

The dollar threshold to distinguished between Type A and Type B programs was
$300,000.

The auditee did not qualify as a low-risk auditee.
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B.

99-1

NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS-CONTINUED

For the year ended December 31, 1999

FINDINGS-FINANCIAL STATEMENTS AUDIT

Reportable Conditions

Retention of Records

Statement of Condition:

The Orgamization failed to maintain copies of monthly cost control statcments for
Youthbuild and Treme Arts Development Center {or the year ended December 31,
1999,

Critenia:
In accordance with the agreement bciween the City of New Orleans and New
Orlcans Affordable Homcownecrship, Inc., the Organization i1s requircd 1o

maintain all reports and rclated documents as required by the City of New Orlcans
and the Fedcral government.

Fifect of Condition:
The Organization failed to comply with the retention and custodial of records
rcquirement as set forth in the grant agreement with the City of New Orleans.

Questioned Costs:
None

Causc of Condition:

The Organization has not implemented internal control procedures to assure that
all reports and other documentation are propcerly maintained and safeguarded
against loss and theft.

Rccommendation:
The Organization should mmplement procedures to insurc that the all required
reporls and necessary source documents are properly maintained.

Response:
See corrective action plan.
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99-3.

NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC,

SCHEDULE OF FINDINGS AND QULESTIONED COSTS-CONTINUED

Ior the year ended December 31, 1999

FINDINGS AND QUESTIONED COSTS-MAJOR FEDERAIL AWARD

PROGRAMS AUDIT -

Duplication of Expenscs

Statement of Condition;

Management requested reimbursement {or the same cxpensce ilems on (wo
scparate occasions.

Nu-Coat $ 5,288

Critena:

As stated 1in thc agrcement between the Cily of New Orleans and the
Orgamzation, "The Contractor shall requcst funds for eligible and allowable cost
iems.”

Iiffect of Condition:
The Organization was received exccess reimbursement.

Questioned Costs:
$5,288

Causc of Condition:

The Orgamzation did not reconcile reimbursed costs {o requested costs.

Recommendation:

Management should review and reconcile all reimbursements requcsts for
paymaents.

Response:
Sce corrective action plan.
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NEW ORILIEANS AFFORDABLE HOMEOWNERSHIP, INC.

STATUS OF PRIOR YEAR FINDINGS

For the year ended December 31, 199

Reportable Conditions

Prior Ycar Audit Adjustments
Grant Reccivable

l.oans

Provision for Loan l.osscs
Real Estate Held For Resale

Accounts Payable

Audit Requirements

Accounts payablc were overstated.

Resolved

Unresolved

Current Findings
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- CHARMAINE PHILIPS-PLATENBURG

Certiﬁied Public Accountant
AN P Y MRS e oy g lr...r. - -

To the Board of Dircctors of
New Orlecans Affordable IHomeownership, Inc.

In planning and performing my audit of the financial statements of New Oricans Affordable
Homcownership, Inc. (the Organization) for the ycar ended December 31, 1999, 1 considered the
Organization’s internal control structurc to determine my auditing procedures for the purposc of
expressing an opinion on the financial statements and not {o provide assurance on mternal control
structurc.

However, during my audit, I notcd certain matters involving the mternal control structurc and other
operational matters that are presented for your consideration. My comments and recommendations,
all of which have been discussed with the appropriatc members of management, arc intended (o
improve the internal control structure and/or enhance in other operating cificiencics. [ will be
pleased to discuss these comments in further detail at your convenience, to perform any additional
studies of these matiers, or 1o assist you in implementing the reccommendations. My commenls arc
summarized as follows:

Current Year Findings

I1ling System

During thc audit, 1 noted that management appeared to have a problem locating requested
information (source documents). Management should devise a filing system that would imsure that
the necessary documentation 1s properly filed and maintained 1n an orderly fashion.

RBank Reconcibiation

It was discovered during the testing of cash disbursements that two (2) transactions werc
crroncously voided {from the financial statements. Thc crror caused the affected cash accounts to be
overstated as of the year ended December 31, 1999, To reduce the risk of omitting transactions and
keypunching crrors, management should rcquire that all reconcibiations arc performed by an
automated system. In addition, management should review supplementary reports and agree such
reports 1o the financial statements before the financial statements arc approved. Al large and
unusual reconciling Hems should be thoroughly explained and accompanied with adequalc
supporting documentation.

Organizational Structure

The size of the organization’s accounting and administrative staff precludes certain internal controls
that would be preferred if the office staff was large enough to provide optimum scgregation of
duties. This situation dictates that the Board of Directors remains involved in the financial affans of
the organization to providc oversight and independent review functions.

1340 Poydras Street = Suite 2130+ New Orleans, LA ¢ 70112
Phone: 504-561-F111 « Fax: 504-561-1114
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1 would like to thank Ms. Stacy Jackson and her staff {or their support and assistance during my
audii.

This report 1s intended solely for the information and use of the Board of Direclors, management,
City of New Orlcans, Department of Housing and Neighborhood Dcevelopment and U. S.
Department of Housing and Urban Development.
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Charmainc Philips-Platenburg, CPA

New Orleans, 1.A
Jhune 206, 2000

CHARMAINE PHILIPS-PLLATENBURG
O S N S

]
Certified Public Accountant
1340 Poydras Strect © Suite 2130
New Orleans, LA 712
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New Orleans Affordable Homeownership, luc.

2400 Canal Street, Suite SZBDU JUL -5 i 10 30

New Orleans, LA 70119
(504)826-1959
(504)826-1984
CORRECTIVE ACTION PLAN Executive Director

Filing System

The Corporation currently has a filing system which requires paid invoices to be filed monthly.
However, as suggested by Audit Firm, we have discovered it necessary to create individual vendor
{iles in addition to the monthly filing. Therefore, the Corporation has established a catalog system
which include monthly filing as well as vendor filing, which will ensure all source documents will be
maintained in an orderly fashion.

Bank Reconciligtion

The Corporation will establish an automated reconciliation process which will create additional
systems that will enhance the overall administrative operations of performing bank reconciliations
This system will reduce/eliminate the risk associated with omitting transactions, keypunching errors
etc. As recommended by Audit Firm, management will review supplementary reports and reconcile
such reports to the financial statement before the financial statements are approved.

Duplication of kxpenses

The overpayment amount $5,288.15 has been recovered from contractor. This amount has been
reimbursed to the appropriate grant source. Although the overpayment error occurred only once, the

implementation of the automated bank reconciliation process, along with the present payment process
such errors will be eiiminated or at a minimum reduced.

Retention of Records

To reduce the risk of loss or theft of all supporting documentation internal control procedures have
been tmplemented which includes all files to be kept in locked file cabinets. The Corporation has the
required Youthbuild Reports on file for review.

——ry w4

tacey L.

. New Orleans Affordable Homeownership Board of Directors
Ronald P. McClain, President - Edward Shanklin, Vice President - Tracey Carmenie, Secretary
Robert “Bob™ Brown, Alberta Pate, Thomas Perkins, Grepory Rattier, Sheila Williaims




