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Independent Auditor's Report

Board of Commissioners
Houma-Terrebonne Housing Authority
Houma, Louisiana

We were engaged to audit the accompanying general purpose financial statements of
the Houma-Terrebonne Housing Authority (formerly the Housing Authotity of the City of
Houma, Louisiana) as of and for the year ended September 30, 2001, as listed in the
table of contents. These general purpose financial statements are the responsibility of
the Houma-Terrebonne Housing Authority’s management.

There were a significant number of material weaknesses in internal controls over
financial reporting and significant instances of noncompliance with laws and regulations,
that in our judgment, adversely affect the Houma-Terrebonne Housing Authority’s ability
to record, process, summarize and report financial data consistent with the assertions of
management in the financial statements. We were unable to satisfy ourselves through

other auditing procedures as to the accuracy and completeness of financial records and
information.

Because we were unable to satisty ourselves as o the accuracy and completeness of
financial records and information, as described in the preceding paragraph, the scope of
our work was nhot sufficient to enable us to express, and we do not express, an opinion
on the general purpose financial statements referred to in the first paragraph.

The accompanying financial statements have been prepared assuming the Houma-
Terrebonne Housing Authority will continue as a going concern. As discussed in Note
10 to the financial statements, the Houma-Terrebonne Housing Authority has incurred
significant operating losses for the current and prior fiscal year. This condition raises
substantial doubt about its ability to continue as a going concern. The general purpose

financial statements do not include any adjustments that might result from the outcome
of this uncertainty.

In accordance with Government Auditing Standards, we have also issued a report
dated April 26, 2002 on consideration of the Houma-Terrebonne Housing Authority's
internal control over financial reporting and our tests of its compliance with certain
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provisions of laws, regulations, contracts, and grants, That report is an integral part of
an audit performed in accordance with Governmental Auditing Standards and should
read in conjunction with this report in considering the results of our audit.

We were engaged to audit the general purpose financial statements for the purpose of
forming an opinion on those statements taken as a whole. The accompanying financial
information listed in the table of contents as supplementary Information is presented for
purposes of additional analysis and is not a required part of the general purpose
financial statements of the Houma-Terrebonne Housing Authority.  Also, the
accompanying schedule of expenditures of federal awards is presented for purposes of
additional analysis as required by U.S. Office of Management and Budget Circular A-
133, “Audits of States, Local Governments, and Non-Profit Organizations,” and is not a
required part of the general purpose financial statements. As discussed in the second
paragraph above, the scope of our work was not sufficient to enable us to express, and
we do not express, an opinion on the general purpose financial statements. Similariy,
we are unable to express, and do not express, an opinion on the accompanying

supplementary information.
_B D A& -f W

Houma, Louisiana
April 26, 2002




HOUMA-TERREBONNE HOUSING AUTHORITY
(Formerly the Housing Authority of the City of Houma)
Combined Balance Sheet - Enterprise Fund
September 30, 2001

ASSETS
Current assets:
Cash and cash equivalents - unrestricted $ 267,330
Cash and cash equivalents - restricted 80,987
Accounts recievable - HUD other projects 52,259
Prepaid expenses and other assets 70,391
Total current assets 470,967
Noncurrent assets:
Fixed assets, net 3,160,472
Total assets $ 3,621,439

LIABILITIES AND FUND EQUITY

LIABILITIES
Current liabilities:
Accounts payable $ 472,936
Accrued compensated absences 41,225
Tenant security deposits 80,987
Total current liabilities 595,148
~ FUND EQUITY
Contributed capital 3,150,472
Retained earnings (deficit) (124,181)
Total fund equity 3,026,291
Total liabilities and equity $ 3,621,439

See notes to financial statements. 5



HOUMA-TERREBONNE HOUSING AUTHORITY

(Formerly the Housing Authority of the City of Houma)
Combined Statement of Revenue and Expenses - Enterprise Fund
Year Ended September 30, 2001

Operating revenues:

Tenant revenue $ 1,153,091
HUD PHA operating and capital grants 023,463
Interest income 17,087
Other income ) 42,265

Total operating revenues 2,135,906

Operating expenses:

Administration 698,665
Tenant services - - 38,184
Utilities 033,901
Ordinary maintenance 488,664
Protective services 136,936
General expense 193,512
Casualty losses 31,797
Depreciation expense 778,157
Total operating expenses 3,299,816
Net operating (loss) $ (1,163,910)

See notes to financial statements. 6




HOUMA-TERREBONNE HOUSING AUTHORITY
(Formerly the Housing Authority of the City of Houma)
Combined Statement of Changes in Fund Equity - Enterprise Fund

Year Ended September 30, 2001

Balance at beginning of year
Capital outiay transfers
Net operating (loss)

Depreciation transferred to
contributed capital

Balance at end of year

Retained Total
Contributed earnings fund
capital _____(deficit) equlity
$ 3,882,459 3 307,742 $ 4,190,201
46,170 (46,170) -
- (1,163,910) (1,163,210)
(778,167) 778,167 -
K 3,150,472 §  (124,181) § 3,026,201

See notes 10 financial statements. 7




HOUMA-TERREBONNE HOUSING AUTHORITY
(Formerly the Housing Authority of the City of Houma)
Combined Statement of Cash Flows - Enterprise Fund
Year Ended September 30, 2001

Cash flows from operating activities:
Net operating (loss)
Adjustments to reconcile net operating loss to
net cash provided by (used in) operating activities:
Operating subsidies received
HUD Comprehensive Grants - hard costs
Interest income
Depreciation
Changes in assets and liabilities:
(Increase) decrease in account receivables
(Increase) decrease in prepaid expenses
(Increase) decrease in inventories
Increase (decrease) in accounts payable
Increase (decrease) in accrued expenses

Increase (decrease) in tenant security deposits
Total adjustments

Net cash provided by (used in) operating activities

Cash flows from noncapital financing activitles:
Operating subsidies received

Net cash provided by (used in) noncapital financing activities

Cash flows from capital and related financing activities:
HUD CIAP hard costs advances
Equipment and CIAP additions

Net cash provided by (used in) capital and
related financing activities

Cash flows from investing activities:
Interest income

Net cash provided by investing activities
Change in cash and equivalents
Cash and equivalents at beginning of the year

Cash and equivalents at end of the year

See notes to financial statements. 8

$

(1,163,910)

(878,643)
(44,820)
(17,087)
778,157

(44 ,658)
(7,876)
1,470

133,822
(7,931)
4,562

(83,004)

(1,246,914)

878,643

gl

878,643

44,820
(1,351)

43,469

17,087

17,087

(307,715)

656,032

$

348,317

e s ]



HOUMA-TERREBONNE HOUSING AUTHORITY
(Formerly the Housing Authority of the City of Houma)
Statement of Revenue & Expenses - Budget vs. Actual
Low Rent Public Housing Program
Year Ended September 30, 2001

Revenues
Dwelling rental
Excess ulilities
Nondwelling rental
Interest income
Other income
HUD PHA grants

Total revenues

Operating expenses
Administrative
Tenant services
Utilities
Ordinary maintenance & operations
Protective services
(General expense
Nonroutine maintenance
Casualty loss
Capital expenditures

Total operating expenses
before depreciation

Net operating (loss)
before depreciation

Depreciation expense not budgeted

Net operating (loss) after depreciation

See notes {o financial statements.,

$ (1,208,730)

Variance
Budget Actual-Budget
(HUD 52599) Actual Over (Under)
$ 1,048,220 $ 1,007,383 $ (40,837)
75,000 101,021 26,021
780 - (780)
48,430 17,087 (31,343)
62,760 86,952 24,192
878,643 878,643 -
2,113,833 2,091,086 (22,747)
528,672 698,665 169,993
108,330 38,184 (70,146)
738,930 033,901 194,971
536,798 488,664 (48,134)
122,000 136,936 14,936
262,260 193,612 (68,748)
10,000 - (10,000)
- 31,797 31,797
46,650 - (46,650)
2,353,640 2,521,659 168,019
_$__ (239.807) (430,673) _$  (190,766)
(778,157)
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HOUMA-TERREBONNE HOUSING AUTHORITY
(Formerly the Housing Authority of the City of Houma)

Notes to Financial Statements

September 30, 2001

Summary of Significant Accounting Policies

The Houma-Terrebonne Housing Authority (Authority) was created by Act 80 of the
2001 Regular Session of the Louisiana Legislature and is the successor to the
Housing Authority of the City of Houma. The Authority, a public corporate body,
was organized solely for the purpose of providing decent, safe, and sanitary
dwelling accommodations for persons of low income.,

The Authority is engaged in the acquisition, modernization, and administration of
low-rent housing. In addition, the Authority has administrative responsibility for
various other community development programs whose primary purpose is the
development of viable urban communities by providing decent housing, a suitable
living environment, and economic opportunities principally for persons of low and
moderate income.

The Authority is administered by a five-member governing Board of
Commissioners (the Board), whose members are appointed by the President of the
Terrebonne Parish Consolidated Government. At least one commissioner
appointed shall be a resident living in housing development property operated by
the Authority. Each member serves a five-year term on a rotating basis. A
significant amount of the Authority’s revenue is derived from subsidy contracts with
the U.S. Department of Housing and Urban Development (HUD). The Annual
Contributions Contracts entered into by the Authority and HUD provide operation
subsidies for Authority-owned public housing facilities and housing assistance
payments for eligible individuals.

a) Reporting Entity. The entity is a public corporation, legally separate, fiscally
independent and governed by a Board of Commissioners. As required by
generally accepted accounting principles, these financial statements present
the financial position and results of operations of the Authority, a primary
government. There are no component units to be included herewith, but this
report does include all funds, account groups, and programs which are
controlled by the entity's governing body.

b) Basis of Presentation

Funds and Account Groups. The accounts of the Authority are organized on
the basis of funds or account groups, each of which is considered to be a
separate accounting unit. The operations of each fund are reporied as a
separate set of self-balancing accounts that are comprised of each fund's
assets, liabilities, fund equity, revenues, and expenditures or expenses, as
appropriate. Resources are allocated to and for individual funds based upon

10
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HOUMA-TERREBONNE HOUSING AUTHORITY
(Formerly the Housing Authority of the City of Hourna)

Notes to Financial Statements, Continued
September 30, 2001
the purposes for which they are to be spent and the means by which
spending activities are controlled. The various accounts are grouped, in the

financial statements in this report, into the following category:.

Proprietary Fund Type - Enterprise Fund — Enterprise funds are used to

account for operations (a) that are financed and operated in a manner similar
to private business enterprises, where the intent of the governing body is that
the costs and expenses (including depreciation) of providing goods or
services to the general public on a continuing basis are financed or recovered
primarily through user charges; or (b) where the governing body has decided
the periodic determination of revenues earned, expenses incurred, and/or net
income is appropriate for capital maintenance, public policy, management
control, accountability, or other purposes.

Basis of Accounting. Enterprise Funds are accounted for using the accrual
basis of accounting. Revenues are recognized when earned, and expenses
are recognized when they are incurred.

The Authority applies all GASB pronouncements as well as Financial
Accounting Standards Board (FASB) pronouncements issued on or before
November 30, 1989, unless those pronouncements conflict with or contradict
GASB pronouncements. Changes to FASB statements and interpretations,
Accounting Principles Board opinions and Accounting Research Bulletins
issued after November 30, 1989, would not apply unless adopted by GASB.

The Authority does not utilize encumbrance accounting.

Budgetary Data. The Authority is required by its HUD Annual Contributions
Contracts to adopt annual budgets for the Low-Rent Housing Program and
the Section 8 Programs. Annual budgets are not required for CIAP grants as
their budgets are approved for the length of the project. Both annual and
project length budgets require grantor approval.

The Authority is under a limited budget review from HUD with the control
category of total operating expenditures. If there are no overruns of the total
operating expenditures, then HUD does not require budget revisions other
than when there are substantial additions to nonroutine expenditures.

The budget is prepared on a statutory (HUD) basis and does not contain a
provision for uncollectible tenant receivables, or depreciation,

11



HOUMA-TERREBONNE HOUSING AUTHORITY
(Formerly the Housing Authority of the City of Houma)

Notes to Financial Statements, Continued

September 30, 2001

e) Cash and Cash Equivalents
The entity defines cash and cash equivalents to include certificates of deposit,

money market funds, savings accounts, and demand deposits.

fy  Tenant Receivables. Receivables for rental and service charges are reported
net of allowances for doubtful accounts.

g) Investments. Investments are carried at fair market value.

h) Compensated Absences. Authority employees accrue personal leave, or
compensated absences, by a prescribed formula based on length of service.

2) Cash Deposits With Financial Institutions

It is the entity's policy for deposits 10 be secured by collateral valued at market or
par, whichever is lower, less the amount of the Federal Deposit Insurance

Corporation insurance. The entity’s deposits are categorized to give an indication
of the level of risk assumed by the entity. The categories are described as follows:

Category 1 - Insured or collateralized with securities held by the entity or by its
agent in the entity's name.

Category 2 - Collateralized with securities held by the pledging financial
institution's trust department or agent in the entity’'s name.

Category 3- Uncollateralized, which includes any bank balance that is
collateralized with securities held by the pledging financial
institutions, or by its trust department or agent but not in the entity’s

name.

Cash deposits, at September 30, 2001, categorized by level of risk, were as

follows:
Bank Balances
) Category Carrying
1 2 3 _ Total ____Amount
$ 350,924 § - $_ 6,844 $ 357,768 _$ 348,317

12
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HOUMA-TERREBONNE HOUSING AUTHORITY
(Formerly the Housing Authority of the City of Houma)

Notes to Financial Statements, Continued

September 30, 2001

Cash and cash equivalents are reported on the balance sheet as follows:

Cash and cash equivalents - restricted $ 267,330
Cash and cash equivalents - unrestricted 80,087
Total cash and cash equivalents $ 348,317

Even though the pledged securities are considered uncollaterallized (Category 3)
under the provisions of GASB Statement 3, Louisiana Revised Statute 39:1229
imposes a statutory requirement on the custodial bank to advertise and sell the
pledged securities within 10 days of being notified by the Housing Authority that
the fiscal agent has failed to pay deposited funds upon demand.

Aclivities of the Authority

At September 30, 2001, the Authority was managing 588 low-rent units in two
projects under Program FW —-1184.

Fixed Assets

Fixed assets are now depreciated on the straight-line method over their estimated
useful lives as follows:

Buildings 33 Years
Site improvements 15 Years
Buildings improvements 15 Years
Nondwelling structures 15 Years
Equipment 3to7 Years

Changes in fixed assets are as follows:

Accumulated Accumulated
Depreciation Current Depreciation Net Asset
Cost 0/30/00 _ Depreciation 0/30/01 Value
Land $ 556728 % - $ - $ - $ 556,728
Buildings 17,937,212 14,847,064 641,851 15,488,955 2,448,257
Site Improvements 1,847,915 1,744,426 45,706 1,790,132 57,783
Furniture & Equipment 750,632 572,368 90,560 662,928 87,704
Total $ 21,092,487 $ 17,163,858 § 778,157 $ 17,942,015 § 3,150,472

13
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HOUMA-TERREBONNE HOUSING AUTHORITY
(Formerly the Housing Authority of the City of Houma)

Notes to Financial Statements

September 30, 2001

All land and buildings are encumbered by a Declaration of Trust in favor of
the United States of America as security for obligations guaranteed by the
federal government and to protect other interests of the federal government.

Long-term Debt

To provide for the development and modernization of low-rent housing units, Public
Housing Authorities issued New Housing Authority Bonds and Permanent Notes-
FFB. These bonds and notes are payable by HUD and secured by annual
contributions. The bonds and notes do not constitute a debt by the authority, and
accordingly, have not been reported in the accompanying financial statements.

Retirement Plan

The Authority provides retirement benefits for all of its full-time employees through
a defined contribution plan. In a defined contribution plan, benefits depend solely
on amounts contributed to the plan, plus investment earnings. Employees are
eligible to participate after a six month exclusionary period. The employee may
contribute 6% and the Authority contributes 8% of the participating employee’s
base salary each month. On August 29, 2001, the Authority adopted a board
resolution reducing the Authority’s contribution to 2% of annual salary with 3%
mandatory employee contribution. The Authority’'s contributions for each employee
(and interest allocated to the ernployee's account) are vested 20% annually for

each year of participation. An employee is fully vested after 5 years of
participation.

The Authority’s total payroll in fiscal year ended September 30, 2001 was
approximately $428,000. The Authority’s contributions were calculated using the
base salary amount of $226,373. Contributions to the plan were $13,007 and
$17,223 by the employee and the Authority, respectively.

Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions

that affect certain reported amounts and disclosures. Accordingly, actual results
could differ from those estimates.

14
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HOUMA-TERREBONNE HOUSING AUTHORITY
(Formerly the Housing Authority of the City of Houma)

Notes to Financial Statements, Continued

September 30, 2001

Contingencies

The Authority is subject to possible examinations by federal regulators who
determine compliance with terms, conditions, laws and regulations governing
grants given to the Authority in the current and prior years. These examinations

may result in required refunds by the Authority to federal grantors and/or program
beneficiaries.

As described in the schedule of federal award findings and questioned costs, the
Authority did not comply with requirements regarding cash disbursements,
allowable cost, tenant file documentation, equipment and real property
management, procurement, financial and performance reporting, and tenant
waiting list that are applicable to its Low-Income Housing Operating Subsidy Grant,
CFDA #14.850. The financial statement effects of substantial hon-compliance on
its federal award program with HUD cannot readily be determined at this time, and

accordingly, no provision for any liability has been made in the general purpose
financial statements.

HUD is currently surveying federal financial assistance received by the Authority
for the period from January 1998 through March 2001. The examination is
focusing on areas of procurement, tenant files and tenant revenues, and may be
expanded into other areas. The ultimate outcome of this examination cannot

readily be determined at this time, and accordingly, no provision for any liability has
been made in the general purpose financial statements.

The Authority is being investigated by the Terrebonne Parish District Attorney's
office. The Authority was notified by letter dated June 12, 2001 to appear at the
Terrebonne Parish District Attorney's office 1o give testimony on behalf of the State
of Louisiana. Certain past and present employees employed in an administrative,
office or maintenance position were questioned during interviews conducted by the
Terrebonne Parish Sheriff's Office. The ultimate outcome of this investigation is

unknown at this time, and accordingly, no provision for any liability has been made
in the general purpose financial statements.

Pending Litigation

The Authority entered into a five (5) year employment contract with its executive
director commencing May 12, 1999 and terminating May 12, 2004. The agreement

provides for a minimum annual salary of $60,000 payable semi-monthly, travel
expense reimbursement while on Authority business based on the travel policy in

effect, a vehicle and payment of related vehicle expenses. The executive director

15
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HOUMA-TERREBONNE HOUSING AUTHORITY
(Formerly the Housing Authority of the City of Houma)

Notes to Financial Statements, Continued

September 30, 2001

shall also be entitled to all other employee benefits afforded to other employees of
the Authority.

On September 8, 2001, a motion was approved by the Board of Commissioners to
terminate the employment and any purported contract governing the executive
director's employment for cause. As stated in the terms of the employment
contract, the executive director received sixty (60) days of compensation and
employee benefits. At the time of termination, the remaining salary commitment
payable was approximately $145,000. On March 14, 2002, the executive director
filed a civil suit against the Authority for wrongful termination. The lawsuit requests
actual and punitive damages; however, no specific dollar amount is stated.
Management believes this matter will not have a material adverse effect on the

Authority, and accordingly, no provision for any liability has been made in the
financial statements,

Going Concern

The Authority had net operating losses in the amount of ($1,163,910) and
($1,208,141) for years end September 30, 2001 and 2000, respectively. As of
September 30, 2001, the Authority’s current liabilities exceed its current assets by
$124,181 and fund equity reflected an accumulated deficit in its retained earnings
(deficit) account in the amount of ($124,181). The Authority has been assigned to
HUD's Office of Troubled Agency Recovery to develop and implement
performance targets and strategies to bring its Public Housing Assessment System
score to an acceptably level. The financial statements do not include any

adjustments that might be necessary should the Authority be unable to continue as
a going concern.

16
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HOUMA-TERREBONNE HOUSING AUTHORITY
(Formerly the Housing Authority of the City of Houma)
COMBINING BALANCE SHEETS - ENTERPRISE FUND
September 30, 2001

Low Rent CGP
14.850 14.859 TOTAL
ASSETS
CURRENT ASSETS:
Cash - unrestricted 3 267,330 % - $ 267,330
Cash - tenant security deposits 80,987 - 80,987
Total cash 348,317 - 348,317
Accounts and notes receivables:
Accounts receivable - HUD other projects 7,439 44,820 52,259
Accounts receivable- tenants - dwelling rents 13,487 - 13,487
Allowance for doubtful accounts - dwelling rents (13,487) - {13,487)
Total receivables, net of allowances for doubtful accounts 7,439 44,820 52,259
Prepaid expenses and other assets 70,391 - 70,391
TOTAL CURRENT ASSETS 426,147 44 820 470,967
NONCURRENT ASSETS:
Fixed assels:
Land 556,728 - 556,728
Buildings 17,559,102 376,110 17,937,212
Fumiture, equipment & machinery - dwsllings 467,367 - 467,367
Furniture, equipment & machinery - administration 249,337 33,928 283,265
Site improvements 1,847,915 - 1,847,915
Accumulated depreciation (17,942,015) . {17,942,015)
Total fixed assets, net of accumulated depreciation 2,738,434 412,038 3,150472
TOTAL NONCURRENT ASSETS 2,738,434 412,038 3,150,472
TOTAL ASSETS $ 3,164,581 § 456,858 §  3.621439

L - e
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HOUMA-TERREBONNE HOUSING AUTHORITY

(Formerly the Housing Authority of the City of Houma)
COMBINING BALANCE SHEETS - ENTERPRISE FUND

September 30, 2001

LIABILITIES AND EQUITY

LIABILITIES

CURRENT LIABILITIES:

Accounts payable < 80 days
Accrued compensated absences
Tenant security deposils

TOTAL CURRENT LIABILITIES

EQUITY

Contributed capital:
Long-term debt - HUD guaranteed

Net HUD PHA contributions
Total contributed capital

Undesignated fund balance/retained earnings
TOTAL EQUITY

TOTAL LIABILITY AND EQUITY

19

Low Rent CGP
14.850 14.859 TOTAL

$ 428, 116 $ 44820 % 472,936

41,225 - 41,225

80,087 - 80,987

550,328 44 820 505 148

681,359 . 681,359

2,057 075 412 038 2469 113

2,738,434 412,038 3,150,472
(124.181) - (124,181)

2614,253 412,038 3,026,291

$ 3,164,581 $ 456,858 $ 3,621,439
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HOUMA-TERREBONNE HOUSING AUTHORITY
{Formerly the Housing Authority of the Gity of Houma)
COMBINING STATEMENT OF REVENUES AND EXPENSES - ENTERPRISE FUND

Year Ended September 30, 2001

20

Low Rent CGP
. 14.850 14.859 ___TOTAL
REVENUE:
Net tenant rental revenue $ 1,007,383 - ¥ 1,007,383
Tenant revenue - other _ 145,708 - ) 145,708
Total tenant revenue 1,153,091 - 1,153,091
HUD PHA grants 878,643 . 878,643
Capital grants - 44,820 44,820
investment income - unrestricted 17,087 - 17,087
Other revenue 42,265 . 42 265
TOTAL REVENULE 2,081,086 44,820 2,135,506
EXPENSES:
Administrative:
Administrative salaries 222,414 - 222,414
Auditing fees 82,485 - 62,485
Compensated absences (7,931) - (7,931)
Employee benefit contributions- administrative 45,032 - 45,032
Other operating- administrative 376,665 - N 376,665
698,665 - 698,665
Tenant services:
Tenant services - salaries 18,5633 - 18,533
Employee benefit contributions- tenant services 2,332 - 2,332
Tenant services - other 17,319 - - 17,319
o 38,184 - 38,184
Utilities: -
Water 167,813 - 167,813
Electricity 576,289 - 576,289
Gas 104,026 - 104,026
Other ulilities expense _ 85773 - 85,773
033,901 - _ 933 901
Ordinary maintenance & operations:
Ordinary maintenance and operations - labor 186,624 . 186,624
Ordinary maintenance and operations - materials & other 60,510 - 60,510
Ordinary maintenance and operations - contract costs 214,867 - 214,867
Employee benefit contributions- ordinary maintenance 26,663 - - 26,663
488 664 - 488 664
Protective services.
Protective services - other contract costs 136,836 - _ 136,936
General expenses;
Insurance premiums 164,952 - 164,952
Other general expenses 130 - 130
Payments in lieu of taxes 17,430 - 17,430
Bad debt - tenant rents 11,000 - - 11,000
193512 - i 193,512
Casualty losses - non-capitalized 31,797 - _ 31,797
OPERATING EXPENSES BEFORE DEPRECIATION 2,521,659 - X 2,521,659
NET OPERATING INCOME {LOSS) BEFORE DEPRECIATION {430, 573) 44, B20D {385,753)
Depreciation expense 778157 . ) 778,157
Net operating income (loss) after depreciation $ (1,208,730} 44820 $ ({1163,910)
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HOUMA-TERREBONNE HOUSING AUTHORITY
(Formerly the Housing Authority of the City of Houma)

Statement of Comprehensive Grant Costs - Uncompleted

Septemebr 30, 2001

Cash Basis
Project Project Project
_ 1998 1999 , 2000
Funds Approved $ 464,495 $ 530,491 $ 1,100,863
Funds Expended 393,614 . 64,705 -
Excess of Funds
Approved _ 70,881 465,786 _ 1,100,863
Funds Advanced $ 348,794 $ 57,266 $ -
Funds Expended 393,614 64,705 -
Excess Funds
Advanced (Expended) $ (z_lilBZO) P (7,439) _ $ -
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HOUMA-TERREBONNE HOUSING AUTHORITY
(Formerly the Housing Authority of the City of Houma)

Schedule of Expenditures of Federal Awards

Year ended September 30, 2001

FEDERAL GRANTOR CFDA GRANT PROGRAM
PROGRAM TITLE NO. ID NO. _EXPENDITURES

U.S. Department of Housing and Urban Development

Direct Programs:
Low-Income Housing

Operating Subsidy 14.850 FW - 1184 9 878,643
Major Program Total 878,643
Total HUD ) 878,643
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Report on Compliance with Requirements Applicable to Each
Major Program and Internal Control Over Compliance in
Accordance with OMB Circular A-133

Board of Commissioners

Houma-Terrebonne Housing Authority
Houma, Louisiana

Compliance

We have audited the compliance of the Houma-Terrebonne Housing Authority with the
types of compliance requirements described in the U.S. Office of Management and
Budget (OMB) Circular A-133 Compliance Supplement and HUD Notice PIH 96-53 that
are applicable to each of its major federal programs for the year ended September 30,
2001. The Houma-Terrebonne Housing Authority'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 the Houma-Terrebonne Housing Authority’'s management.  Our

responsibility is to express an opinion on the Houma-Terrebonne Housing Authority’s
compliance based on our audit.

We conducted our audit of compliance in accordance with generally accepted auditing
standards; 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”
and HUD Notice PIH 26-53, 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 the Houma-Terrebonne Housing
Authority’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 on
the Houma-Terrebonne Housing Authority’'s compliance with those requirements.

As described in items 2001-17 to 2001-22 in the accompanying schedule of findings
and questioned cost, the Houma-Terrebonne Housing Authority did
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not comply with requirements regarding allowable costs/cost principles (cash
disbursements), eligibility (tenant file documentation), equipment and real property
management, procurement, reporting and special tests and provisions (tenant waiting
list), that are applicable to its Low-Income Housing Operating Subsidiary Grant, CFDA
#14.850. Compliance with such reguirements is necessary, in our opinion, for the
Houma-Terrebonne Housing Authority to comply with the requirements applicable to
that program.

In our opinion, because of the effects of the noncompliance described in the preceding
paragraph, the Houma-Terrebonne Housing Authority did not comply, in all material
respects, with the requirements referred to above that are applicable to its Low-Income
Housing Operating Subsidy Grant.

Internal Control Over Compliance

The management of the Houma-Terrebonne Housing Authority is responsible for
establishing and maintaining internal control over compliance with requirements of laws,
regulations, contracts and grants applicable to federal programs. In planning and
performing our audit, we considered the Houma-Terrebonne Housing Authority'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 internal
control over compliance in accordance with OMB Circular A-133.

We noted certain matters involving internal control over compliance and its operations
that we consider to be reportable conditions. Reportable conditions involve matters
coming to our attention relating to significant deficiencies in the design or operation of
the internal control over compliance that, in our judgment, could adversely affect the
Houma-Terrebonne Housing Authority's ability to administer a major federal program in
accordance with the applicable requirements of laws, regulations, contracts, and grants.
Reportable conditions are described in the accompanying schedule of findings and
questioned costs as items 2001-17 to 2001-21.

A material weakness is a condition in which the design or operation of one or more of
the internal control components does not reduce to a relatively low level the risk that
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, Our consideration of the internal control over
compliance would not necessarily disclose all matters in the internal control that might
be reportable conditions, and accordingly, would not necessarily disclose all reportable
conditions that are also considered to be material weaknesses, However, of the

reportable conditions described above, we consider items 2001-19 to 2001-21 to be
material weaknesses.
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This report is intended for the information of the Board of Commissioners, management,

the State of Louisiana Legislative Auditor and federal awarding agencies, and should
not be used by anyone other than these specified parties.

[3 orgorm o hmauy

Houma, Louisiana
April 26, 2002
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Report on Compliance and on Internal Control Over Financial Reporting

Based on an Audit of Financial Statements Performed in
Accordance with Governmental Auditing Standards

Board of Commissioners
Houma-Terrebonne Housing Authority
Houma, Louisiana

We were engaged to audit the general purpose financial statements of the Houma-
Terrebonne Housing Authority as of and for the year ended September 30, 2001, and
have issued our report thereon dated April 26, 2002, We did not express an opinion on
the financial statements because there were a significant number of material
weaknesses in internal controls over financial reporting and significant instances of
noncompliance with laws and regulations, that in our judgment, adversely affected the
Houma-Terrebonne Housing Authority’'s ability to record, process, summarize and
report financial data consistent with the assertions of management in the financial
statements. We were not able to satisfy ourselves through other auditing procedures as
to the accuracy and completeness of financial records and information, and as such, the
scope of our work was not sufficient to enable us to express, and we did not express, an
opinion on the financial statements. Our report on the financial statements also
included an explanatory paragraph describing conditions, discussed in Note 10 to the

financial statements, that raised substantial doubt about the entity’s ability to continue
as a going concern,

Compliance

As part of obtaining reasonable assurance about whether the Houma-Terrebonne
Housing Authority’'s general purpose financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grants, noncompliance with which could have a direct and
material effect on the determination of 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
instances of noncompliance that are required to be reported under Governmental
Auditing Standards which are described in the accompanying schedule of financial
statement findings as items 2001-1 to 2001-6.
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