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INDEPENDENT AUDITOR'S REPORT
UNQUALIFIED OPINION ON GENERAL PURPOSE FINANCIAL STATEMENTS
AND SUPPLEMENTARY SCHEDLULE OF EXPENDITURES OF FEDERAL AWARDS

Board of Commissioners
Housing Authority of the Parish of Lafourche

Raceland, Louisiana

| have audited the accompanying general purpose financial statements of the
Housing Authority of the Parish of Lafourche (PHA) 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 PHA’s management. My
responsibility is to express an opinion on these general purpose financial
statements based on my audit.

| conducted my audit in accordance with generally accepted auditing standards
applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States, and provisions of the
Louisiana Governmental Audit Guide. Those standards required that | plan and
perform the audit to obtain reasonable assurance about whether the general
purpose financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and
disclosures in the general purpose financial statements. An audit also includes
assessing the accounting principles used and the significant estimates made by
management, as well as evaluating the overall general purpose financial
statement presentation. | believe that my audit provides a reasonable basis for
my opinion.

In my opinion, the general purpose financial statemenis referred to above
present fairly in all material respects, the financial position of the Housing
Authority of the Parish of Lafourche as of September 30, 2001, and the results of
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Housing Authority of Lafourche Parish Page 2
Fiscal Year Ending September 30, 2001

its operations and the cash flows of its propriety fund types for the year ended in
conformity with generally accepted accounting principles of the United States of

America.

In accordance with Government Auditing Standards, | have also issued a report
dated August 19, 2002 on my consideration of the PHA’s internal contro! over
financial reporting and my tests of its compliance with certain laws, regulations,
contracts, and grants. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be read in
conjunction with this report in considering the results of my audit.

My audit was conducted for the purpose of forming an opinion on the general
purpose financia! statements of the PHA taken as a whole. The accompanying
Schedule of Expenditures of Federal Awards is presented for purposes of
additional analysis as required by the 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. The accompanying Combining Financial Statements/Financial Data
Schedules and Certification of Actual Modernization Costs are presented for
purposes of additional analysis as required by HUD, and are not a required part
of the general purpose financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the general purpose
financial statements and, in my opinion, is fairly presented in all material respects
in relation to the financial statements and any other included supplementary
information taken as a whole.

This report is intended solely for the information and use of the Board of
Commissioners of the PHA, and for filing with the Department of HUD and should

not be used for any other purpose.
Digitally signed by William

William Daniel
APAC

DN: cn=William Daniel

n McCaskitl, CPA, APAC,
McCaskill, CPA, APAC =u
? 3 Date: 2002.09.10 10:51:48

-05'00'

Signature Valid

William Daniel McCaskill, CPA
A Professional Accounting Corporation

August 19, 2002
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Housing Authority of Lafourche Parish
Raceland, Louisiana
Combined Balance Sheet - All Funds
As of September 30, 2001

Assets

Current Assets:
Cash and Cash Equivalents
Total Accounts Receivable, Net of Allowance for Doubtful Accounts
nvestments - Unrestricted
nvestments - Restricted
nterprogram Due From
Prepaid Expenses and Other Assets
Inventories
Total Current Assets

Noncurrent Assets:
Total Fixed Assets, Net of Accumulated Depreciation
Other Assets
Total Noncurrent Assels

Total Assets

Liabilities and Equily

Current Liabilities:
Accrued Compensated Absences
Accrued Wage/Payroll Taxes Payable
Accounts Payable < 90 Days
Accounts Payable - HUD PHA Programs
Accounts Payable - Other Government
Tenant Security Deposits
Deferred Revenues
Current Portion of LT Debt - Capital Projects
Accrued Liabilities - Other
Interprogram Due To
Total Current Liabilities

Total Noncurrent Liabilities
Total Liabilities
Total Fund Equity

Total Liabilities and Equity

See notes to financial statements
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EXHIBIT A
Page 1 of 1

$ 911,965
18,255
254,685
4,126,533
42,050
111,247
1,800

$ 5,466,535

$ 12,070,203
8,119,222

$ 20,189,425

$ 25,655,960

$ 83,911
4,839
36,942
472,646
24,600
62,785

20,625
12,589
42,050

$ 760,987
12,689,973
$ 13,450,960

$ 12,205,000

$ 25,655,960




Housing Authority of Lafourche Parish

Raceland, l.ouisiana

Combined Statement of Revenue, Expenses, and Change in Equity - All Funds
For Fiscal Year Ending September 30, 2001

Revenues:
Net Tenant Rental Revenue
HUD PHA Grants
Other Government Grants
Investment Income - Unrestricted
Other Revenue
Total Revenues

Operating Expenses:
Administrative
Tenant Services
Utilities
Ordinary Maintenance & Operations
Proleclive Services
General Expenses

Total Operating Expenses Before Depreciation

Excess Revenue Over Expenses Before Depreciation

Extraordinary Maintenance
Casualty Losses - Non-Capitalized
Housing Assistance Payments
Depreciation Expense

Operating Transfers - In

Operating Transfers - Out

Net Operating Income (Loss) After Depreciation

Beginning Equity @ 9/30/00

Net Operating Income (Loss) After Depreciation
Prior Period Adjustments / Equity Transfers / Correction of Errors

Ending Equity @ 9/30/01

See notes to financial statements
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EXHIBIT B
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739,290
1,803,837
100,656
108,870
155,062

$

2,907,815

386,514
13,692
149,632
381,234
6,364
345,620

$

1,283,056

$

1,624,759
5,175
2,158

742,559
580,135
194,178
(194,178)

9

294,732

$

11,634,601
294,732
375,667

$

12,205,000

(0)



Housing Authority of Lafourche Parish
Raceland, Louisiana

Combined Statement of Cash Flows - All Funds
For Fiscal Year Ending September 30, 2001

Cash flows from operating activities:
Net Operating Income (Loss)
Adjustments to reconcile net income (loss) to
net cash provided by operating activities:
{Increase) Decrease in tenants accounts receivable
(Increase) Decrease in accounts receivable HUD
(Increase) Decrease in mis¢c accounts receivable
(Increase) Decrease accrued interest receivable
(Increase) Decrease in prepaid items and other assets
Increase {Decrease) in accrued interest
Increase (Decrease) in accounts payable
Increase (Decrease) in accounts payable HUD
Increase (Decrease) in accrued compensated abences
Increase (Decrease) in tenant security deposits (liability)
Increase (Decrease) in other payables and deferred revenue
Increase (Decrease) in unidentified amount

$ (1,178,367)

(7,173)
(8,247)
5,570
3,011
(56,826)
8,904
24,489
313,536
50,416
88,058
461
(9,893)

Net cash provided (used) by operating activilies

Cash flows from noncapital financing activities:
Federal grants
Net cash provided {(used) from noncapital financing activities

Cash flows from capital and related financing activities:
Acquisition of capital assets
Proceeds from grants
Soft Cost Expense
Acquisition of Fixed Assets - CPII
Net Proceeds of Loans
Net cash provided (used) for capital and related financing activities

Cash flow from investing activities:
Acquisition of Investments
Net Bond Proceeds
Investments in 2nd Mortgages
Grants used for investments
investment income (interest income)

1,274,333

(438,818)
529,604

(42,786)

(8,479,653)

© £H F A P

8,479,653

(4,126,533)
4,126,533
(7,048,193)
7,948,193

108,870

Net cash provided (used) by investing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year (exhibit A)

See notes to financial statements
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(757,061)

1,274,333

48,000

108,870

$

674,142
492,508

1,166,650

_$




Housing Authority of Lafourche Parish
Raceland, Louisiana
Combined Statement of Revenues & Expenditures - Budget vs. Actual
Low Rent Program
For Fiscal Year Ending September 30, 2001

Revenues

Local Sources:
Total Tenant Rental Revenue
Investment Income - Unrestricted
Receipts from Sale of Equipment
Other Revenue

Federal Sources:
Operating Subsidy / HUD PHA Grants
Annual Contributions

Total Revenues

Expenditures
Administrative
Tenant Services
Utilities
Ordinary Maintenance & Operations
Protective Services
General Expenses
Nonroutine Maintenance
Capital Expenditures
Prior Year Adjustments
Depreciation ExXpense
Total Expenditures

Excess Revenues (Deficiency) Over Expenses

See notes to financial statements

Low Rent Public Housing

Variance

Budget Actual Actual-Budget

_ Over (Under)
$ 373,570 431,483 $ 57,913
8,230 21,145 12,915
21,250 155 062 133,812
372,855 372,855 -
“$ 775,905 080,545 $ 204,640
$ 133,850 136,304 § 2,454.00
- 1,192 1,192.00
97,330 136,850 39,520.00
292,190 328,913 36,723.00
232,880 216,684 (16,196.00)
21,500 (21,500.00)

“ - 445,091

¢ 777,750 1265034 § 42,193
$  (1.845) $  (284,489) $ 162,447
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Housing Authority of Lafourche Parish

Raceland, Louisiana
Combined Statement of Revenues & Expenditures - Budget vs. Actual
Section 8 Housing Choice Vouchers

For Fiscal Year Ending September 30, 2001

Revenues
Local Sources:
Investment Income - Unrestricted

Receipts from Sale of Equipment
Dther Revenue

Federal Sources:
Operating Subsidy / HUD PHA Grants
Annual Contributions

Total Revenues

Expenditures
Administrative
Tenant Services
Utiities
Ordinary Maintenance & Operations
Protective Services
General Expenses
Nonroutine Maintenance
Capital Expenditures
Prior Year Adjustments
Housing Assistance Payments
Total Expenditures

Excess Revenues (Deficiency) Over Expenses

See notes to financial statements

EXHIBIT D
Page 2 of 3

Section 8 Choice Vouchers Program

Variance

Budget Actual Actual-Budget

QOver (Under)

- 8,953 9,953
1,316,051 850,317 (465,734)
$ 1,316,051 860,270 $ (455,781)
$ 180,587 66,658 $ (113,029)
1,135,464 742,559 (392,905)
$ 1,316,051 809,217 $ (506,834)

$ - 51,053 § 51,053
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Housing Authority of Lafourche Parish
Raceland, Louisiana

Combined Statement of Revenues & Expenditures - Budget vs. Actual

Revenues

Local Sources:
Total Tenant Rental Revenue
Recelipts from Sale of Equipment
Other Revenue

Federal Sources:
Operating Subsidy / HUD PHA Grants
Annual Contributions

Total Revenues

Expenditures
Administralive
Tenant Services
Utilities
Crdinary Maintenance & Qperations
Protective Services
General Expenses
Nonroutine Maintenance
Capital Expenditures
Debt Service
Depreciation Expense
Total Expenditures

Excess Revenues (Deficiency) Over Expenses

See notes to financial statements

City Place ll
For Fiscal Year Ending September 30, 2001
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EXHIBIT D
Pagie 3 of 3
City Place fI
Varnance
Budget Actoal Actual-Budge!
Over (Under)
400,597 289,849 (110,648)
15,560 18,056 2,496
$ 416,157 308,005 (108,152)
$ 02,369 29,340 (63,029)
21,585 12,782 (8,803)
42,878 51,882 0,004
34,802 59,213 24,411
- 5175 5175
231,954 145,085 (86,869)
122,578 122,578
$ 423588 % 426,055 2467
$ (7,431) 3 (118,050) § (110,619)




Housing Authority of the Parish of Lafourche
Notes to Financial Statements

Fiscal Year Ending September 30, 2001

(continued)

Housing Authorities are chartered as a public corporation under the laws of the
State of Louisiana for the purpose of providing safe and sanitary dwelling
accommodations for the residents of Raceland, Louisiana. This creation was
contingent upon the local governing body of the city, county, or parish as
applicable. A seven member Board of Commissioners governs the PHA. The
members, appointed by the Parish Council of Lafourche Parish, Louisiana, serve
a four year staggered term.

Under the United States Housing Act of 1937, as amended, the US Department
of HUD has direct responsibility for administering low rent housing programs in
the United States. Accordingly, HUD has entered into an annual contributions
contract with the PHA for the purpose of assisting the PHA in financing the
acqguisition, construction and leasing of housing units and to make annual
contributions (subsidies) to the PHA for the purpose of maintaining this low rent
character.

NOTE A - FINANCIAL REPORTING

(1)  Financial Reporting Entity

Generally accepted accounting principles require that the financial statements
present the accounts and operations of the PHA and its component units, entities
for which the PHA is considered to be financially accountable. Blended
component units, although legally separate entities, are, in substance, part of the
PHA's operations and data from these units, if any are combined with data of the
PHA. The PHA has 2 blended component units as reported on the Financial Data
Schedule. They are Community Development Corporation, Inc. (CDC) and City
Place |l Housing Corporation, Inc. (CPIl). CDC has a fiscal year end 12-31-2001
and the financials of this compenent unit are as of and for the year then ended.
The PHA and the other component unit have fiscal year end 9-30-2001 and
those financials are reported as of and for the year then ended. Each discretely
presented component, if any, would be reported in a separate column in the
combined financial statements to emphasize that it is legally separate from the
PHA. As of September 30, 2001, and for the fiscal then ended, the PHA had no
discretely presented component units or any component units.

(2)  Accounting Principle
The PHA uses the governmental GAAP enterprise method of accounting.
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Housing Authority of the Parish of Lafourche
Notes to Financial Statements
Fiscal Year Ending September 30, 2001

(continued)

The enterprise method accounts for operations in a manner similar to a private
business. Under this method, all assets, including fixed assets, and all liabilities
are in one fund, and one financial statement.

The enterprise method recognizes revenues and expenses on the full accrual
basis. Revenues are recognized when earned and become measurable.
Expenses are recognized in the period incurred, if measurable.

Depreciation expense must be recognized for the enterprise method of
accounting. Under the HUD regulatory method of accounting, depreciation was
not recognized.

The PHA applies all GASB pronouncements as well as the Financial Accounting
Standards Board pronouncements issued on or before November 30, 1989,
unless those pronouncements conflict with or contradict GASB pronouncements.

(3) Budgetary Data

The PHA is required by its HUD Annual Coniributions Contract to adopt annual
budgets for the Low Rent Housing Program and the Section 8 Programs. Annual
budgets are not required for modernization and drug elimination grants as their
budgeis are approved for the iength of the project. Both annual and project
length budgets require grantor approvail.

(4) Cash and Cash Equivalenis

The entity defines cash and cash equivalents to include certificates of deposit,
money market funds, savings accounts, U.S. government securities, and demand
deposits.

(6) Tenant Receivables
Receivables for rental and service charges are reported in the General Fund, net
of allowances for doubtful accounts.

(6) Fixed Assets

Fixed assets are recorded at historical cost and depreciated over their estimated
useful lives (excluding salvage value). Donated capital assets are recorded at
their estimated fair value at the date of donation. Estimated useful life is
management’'s estimate of how long the asset is expected to meet service
demands. Interest costs during construction have not been capitalized.
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Housing Authority of the Parish of Lafourche
Notes to Financial Statements
Fiscal Year Ending September 30, 2001

(continued)

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

(8) Inventory and Prepaid ltems

All inventory items are valued at cost using first-in, first-out method, and
inventory is recorded using the purchase method. At year-end, the amount of
inventory is recorded for external financial reporting. Certain payments to
vendors reflect costs applicable to future accounting periods and are recorded as
prepaid items. Prepaid expenses consist of prepaid insurance.

NOTE B - CASH DEPOSITS WITH FINANCIAL INSTITUTIONS

It is the entity’s policy for deposits to 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 10 give an
indication of the level of risk assumed by the entity at September 30, 2001. 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, uninsured and unregistered, but with securities held
by the bank, its agent, pledged to the PHA, but not in the PHA's name.

Cash Deposits, categorized by level of risk, (at cost, which approximates market)
are:

Total Bank Category Category Category
Balances 1 2 ~ 3
$1,204,759 $100,000 $56,343 | $1,048,416

Whereas the reconciled general ledger refiects a balance of $1,166,650 the
actual bank balances were $1,204,759.

The PHA has investments in U.S.G overnment securities in the amount of
$4,126,533. We are not reporting these investments as Cash and Cash
Equivalents because the maturity is greater than 90 days after FYE.
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Housing Authority of the Parish of Lafourche
Notes to Financial Statements
Fiscal Year Ending September 30, 2001

(continued)
NOTE C - ACTIVITIES OF THE PHA

At September 30, 2001, the PHA was managing 274 units of Low Rent Public
Housing under FW-1297, a Section 8 Choice Voucher Program, a Capital Fund
Program, a Comprehensive Grant program, and a Drug Elimination Program.
The PHA has component units as follows:

Community Development Corporation of Lafourche, inc. (CDC) — This non-profit
entity has previously received $8,344,210 of Upfront Grants/ (Disposition) from
HUD for the purpose of replacing 200 subsidized rental units. CDC performed
this task by passing along the grant monies to two (2) affordable apartment
developments in the form of non-forgivable 2" mortgages which require all
repayments of the 2" mortgages be reinvested by CDC in the production of new
affordable housing.

City Place Il Housing Development, Inc. (CPIil) — This non profit entity owns and
operates 112 units of affordable rental properties in Lafourche Parish. CP il
assumed an FHA insured 221 (d) (4) 1* mortgage, and an upfront grant pass
thru 2" mortgage. As well, the PHA issued GNMA guaranteed bonds for the
benefit of CP Il in acquiring the apartment property.

NOTE D - CONTINGENCIES

The entity is subject to possible examinations by federal regulators who
determine compliance with terms, conditions, laws and regulations governing
grants given to the entity in the current and prior years. These examinations may
result in required refund by the entity to federal grantors and/or program
beneficiaries.

NOTE E - FIXED ASSETS

As noted in Note A, soft costs formerly capitalized have been written off and fixed
asseis are now depreciated on the straight-line method over their estimated
useful lives as follows:

Site improvements: 15 Years

Buildings 33 Years

Building improvements 15 Years

Non-dwelling structures 33 Years

Eguipment 3-7 Years
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Housing Authority of the Parish of Lafourche
Notes to Financial Statements
Fiscal Year Ending September 30, 2001

(continued)

Current Accumulated | Net Asset
L ow Rent Cost Depreciation | Depreciation Value
Land $594,393 $ $| $594,393
Buildings 7,876,632 331,016 5,603,907 | 2,372,725
Furniture & Equipment 147,405 12,623 127,352 20,053
— Dwellings I R
Furniture & Equipment 173,156 18,359 145,949 27,207
— Administration
L easehoid 2,111,952 83,093 1,913,684 108,268
Improvements
TOTAL $10,903,539 $445,091 | $7,690,892 | $3,212,647
Current Accumulated | Net Asset
CGP Programs Cost Depreciation | Depreciation Value
Buildings 400,998 6,777 | 6,777 394,221
Furniture & Equipment 16,569 16,569
— Dwellings | )
Furniture & Equipment 33,443 4,643 4,643 28,800
— Administration -
Leasehold 60,187 1,046 1,046 59,141
Amprovements | |
TOTAL $511,197 $12,466 $12,466 | $498,731
Current Accumulated | Net Asset
CFP Program Cost Depreciation | Depreciation Value
Buildings 1,850 | 1,850 .
TOTAL ) $1,850 $1,850
Current Accumulated | Net Asset
__ Section 8 Programs _Cost | Depreciation | Depreciation | Value
Furniture & Equipment 14,129 2,380 14,129 0
— Administration
TOTAL $14,129 $2,380 $14,129 $0

The capitalization limit is $1,000.
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Housing Authority of the Parish of Lafourche
Notes to Financial Statements
Fiscal Year Ending September 30, 2001

(continued)

All land and building — except the CPll properties, are encumbered by a
Declaration of Trust in favor of the United States of America as security for
obligations guaranteed by the government and to protect other interests of the
government.

Current Accumulated | Net Asset
City Place I Cost Depreciation | Depreciation Value |
Land 100,000 100,000
Buildings 6,978,527 88,113 88,113 | 6,890,414
Furniture & Equipment 10,496 875 875 9,621
— Administration
| easehold 1,209,266 33,591 33,5911 1,175,675
Improvements
TOTAL : $8,208,289 $122,578 $122,578 | $8,175,711

The capitalization limit for City place 11is $ 1.

Fixed assets are carried at cost. The value oft he assets was determined by the
amounto fd ebt thatt he corporation assumed when it purchased the apartment
development. The capitalization policy includes a threshold of$ 1.00.
Depreciation is provided using straight-line methods. Maintenance and repairs
are expensed as incurred. Major additions are capitalized at cost.

NOTE F - LONG-TERM DEBT

The following paragraph relates to general PHA aclivities:

To provide fort he development and modernization of low-rent housing units, the
PHA 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. The amount of this
debt that has been reclassified to HUD Equity is $1,999,063.
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Housing Authority of the Parish of Lafourche
Notes to Financial Statements
Fiscal Year Ending September 30, 2001

(continued)

The following paragraphs relate to the PHA’s componentu nit,C ity Place |l
Housing Corporation, inc.:

The HUD-insured Section 221 (d)}4) mortgage note is payable in monthly
installments including interest at 6.75% through March, 2037. In addition,
monthly deposits for insurance and replacemento fd epreciable assets are

required.S ubstantially all oft he rental property and equipment is pledged as
collateral in the mortigage note.

The following schedule outlines principal amounts due on the note:

2002 22,573
2003 24,146
2004 25,825
2005 27,626
2000 29,678
2007 and future years 3,853,370

A second mortgage hote is payable to Community Development Corporation of
Lafourche in the amount of$ 4,333,323 with interest at 1% .T his note is due and

payable on the maturity date oft he firstm ortgage.P ayments due under this note
shall be payable only from surplus cash as defined in the Reguiatory Agreement

between HUD and City Place Lockport Limited Partnership,a s assumed by City
Place |l Housing Corporation,l nc.

The balance of the 2" mortgage and accrued interest @ FYE are as foliows:

Mortgage Principat 4,313,389
Accrued Interest 95,150

It is noted that, prior to the corporation purchasing the apartment property on
April 24, 2001,t he firstm ortgage was in default which automatically caused the
second mortgage to also be considered in default.U pon the purchase of the

property, the default of the first mortgage was cured which cured the dé aulto f
the second mortgage.

The basic terms of City Place lla cquiring the 112 unit apartment development

was an assumption of1 * and 2™ mortgage debt. The sale price, as adjusted by
this audit,w as $8,479,533.
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Housing Authority of the Parish of Lafourche
Notes to Financial Statements
Fiscal Year Ending September 30, 2001

(continued)

As part oft he process ofa ssuming the 1% mortgage, the lender required the PHA
to have more liquidity. That was resolved by the PHA issuing tax exempt bonds
in the amount of $3,960,000. These bonds were guaranteed by GNMA. The PHA
then invested the proceeds in GNMA securities in the amount of $4,126,533.

NOTE G - RETIREMENT PLAN

The entity provides benefits for all 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
contributes 5% and the entity contributes 8% of the employee’s base monthly
salary. The entity’s contributions for each employee (and interest allocated to the
employee's account) vest at 20% annually for each year of participation. An
employee is fully vested after 5 years ofp articipation.

The entity's total payroli for the fiscal year ed ing September 30, 2001 was
$279,275..  The entity’'s contributions were calculated using the base salary
amount of $279,275. Contributions to the plan were $13,964 and $22,342, by
the employees and the entity, respectively.

NOTE H - DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL
INSTRUMENTS

The following methods and assumptions were used to estimate the fair value of
each class of financial instruments for which it is practicable to estimate that
value:

Cash and Investmenis

The carrying amount approximates fair value because of the short maturity of
these instruments.

NOTE I - USE OF ESTIMATES IN PREPARATION OF FINANCIAL
STATEMENTS

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

that affect certain reported amounts and disclosures. Accordingly, actual results
could differ from those estimates.
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Housing Authority of the Parish of Lafourche

Notes to Financial Statements

FFiscal Year Ending September 30, 2001

(continued)

NOTE J - PRIOR PERIOD ADJUSTMENTS / EQUITY TRANSFERS

CORRECTION OF ERRORS
Program Description Amount
Low Rent Soft Cost Correction (26,802)
Correction of Errors 289,000
Correction of Errors 30,603
N Correction ofE rrors (11,907)
Equity Transfer 375,686
TOTAL 656,680
Program Description Amount
Comprehensive Soft Costs 26,802
Grant Program
Equity Transfer (375,5686)
TOTAL (348,784)
Program | Description Amount
__Choice Vouchers | Equity Transfer 132,956
B Program Description Amount
Rental Certificates | Equity Transfer (3,229)
Program | Description | Amount
Rental Voucher | Equity Transfer (129,727)
Program Description Amount
..City Place Il _ | Correction of Errors 87,771
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Housing Authority of the Parish of Lafourche
Notes to Financial Statements
Fiscal Year Ending September 30, 2001

(continued)

NOTE K - INTERFUND RECEIVABLE:S / PAYABLES

Program Debit Credit

Low Rent 42,050
Choice Vouchers 42,050
SUM 42,050 | 42,050

NOTE L - COMPENSATED ABSENCES

Al September 30, 2001, employees of the PHA have accumulated and vested
$83,911 of employee leave benefits, computed in accordance with GASB
Codification Section C60.

NOTE M- RELATED PARTY TRANSACTIONS

During the fiscal year, The Public Housing Authority (PHA) had the following
related party transactions:

The Lafourche Parish Public Housing Authority (PHA) created and
controls City Place Il Housing Corporation, Inc. (CP )

CP Il purchased the City Place |l apartment development from City Place
Lockport Limited Partnership for the amount of $8,479,533. The City Place
Lockport Limited Partnership is controlled by Mr. Phillip Miller. Originally,
the PHA chose partnerships controlied by Mr. Philip Miller to develop City
Place | in Thibodaux and City Place Il in Lockport.

Annual accounting for CP liw as completed by Miller and Associates, Inc.
Miller and Associates, Inc., is owned by Mr. Gregg Miller,
Mr.P hiiip Miller’s son.

The annual accounting for the PHA was completed by Miller and
Associates, Inc. Miller and Associates, Inc., is owned by Mr. Gregg Miller,
Mr. Philip Miller's son.

The PHA created and controls Community Development Corporation of
Lafourche (CDC).

20 of 58




— — — e— E— E— e E— E—— E—— e E— E—— T T T T T Yt e e e e—— e—— E— —

Housing Authority of the Parish of Lafourche
Notes to Financial Statements

Fiscal Year Ending September 30, 2001

(continued)

CDC holds a 2" mortgage on the City Place lla partments ite in the
amounto f$ 4,313,389 plus accrued interest of $95,150.

CDC holds a 2" mortgage on the City Place | apartment site in
Thibobaux, which is a partnership controlled by Mr. Philip Miller, in the
amount of $3,444,156 principal plus accrued interest in the amount of
$84,714.

The PHA issued a GNMA bond indenture in the amount of $3,960,000 in
order to assistC P lli n the purchase of City Place Il apartments.
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Housing Authority of Lafourche Parish
Raceland, Louisiana
Expenditures of Federal Awards
For Fiscal Year Ending September 30, 2001

Federal Award

CFDA # Name of Federal Program Expenditure
14.850a Low Rent Public Housing 372,855
14.854  Public and Indian Housing Drug Elimination Program 51,161
14.8569  Public Housing Comprehensive Grant Program 473,786
14.871 Housing Choice Vouchers 850,317
14.872  Capital Fund Program 55,818
Total Federal Expenditures $ 1,803,937

Included in the PHA's financials is a component unit, City Place Il Housing

Corporation, Inc. (CP 11). CP Il has an FHA insured 1ist mortgage indebetness
under the 221 (d) (4) program with a principal balance @ FYE of $4,313,389.

At FYE, the PHA recorded $1,999,063 of Long Term HBUD Guaranteed Debt

in the Equity section of the balance sheet.

Properly insurance in place @ FYE totals $7,050,759. Please see finding
2001 - 2a 1) that describes an underinsurance condition.

See notes 1o financial statements
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Housing Authority of L.afourche Parish

Raceland, Louisiana

Statement and Certification of Actual Modernization Costs
For Fiscal Year Ending Sieptember 30, 2001

Modernization Project Number LA48P0O8070698
Original Funds Approved
Less Funds Expended (Actual Modernization Cost)

Excess Funds Approved

Funds Disbursed

Less Funds Expended (Actual Modernization Cost)

Excess Funds Disbursed

The distribution of costs by project as shown on HUD Final
Performance and Evaluation Report dated July 5, 2001
accompanying the Actual Modernization Cost

Certificates, submitled to HUD for approval are in
agreement with the PHA's records.

See notes to financial statements
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William Daniel McCaskill, CPA

A Professional Accounting Corporation
5150 Highway 22, Suite C-15
Mandeville, l.ouisiana 70471

Telephone 985-845-7772 Member of
Fax 985-845-1313 Louisiana Society of CPA’s
E-mail danny@cpaandco.com Mississippi Society of CPA’s

American Institute of CPA’s

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
Housing Authority of the Parish of Lafourche

Raceland, Louisiana

| have audited the financial statements of the Housing Authority of the Parish of
Lafourche (PHA), as of and for the year ended September 30, 2001 and have
issued my report thereon dated August 19, 2002, | conducted my audit in
accordance with generally accepted auditing standards and the standards
applicable to financial audits contained in Government Audit Standards, issued
by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the PHA’s financial
statements are free of material misstalement, | 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 my audit and, accordingly, | do not
express such an opinion. The results of my tests disclosed instances of
noncompliance that are required to be reported under Government Auditing
Standards which are described in the accompanying schedule of findings and
qguestioned costs as items 2001 - 1 through 2001 - 3.

Internal Control Over Financial Reporting

In planning and performing my audit, | considered the PHA's internal control over
financial reporting in order to determine my auditing procedures for the purpose
of expressing my opinion on the financial statements and not to provide
assurance on the internal control over financial reporting. However, | noted
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certain matiers involving the internal control over financial reporting and it's
operation that | 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
judgment, could adversely affect the i?PHA’s ability to record, process, 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 items 2001 - 1 through 2001 - 3.

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 misstatements in the amounts that would be matenal 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 assighed
functions. My consideration of the internal control over financial reporting 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 considered to be material weaknesses. However, of the
reportable conditions described above, | consider items 2001 - 1 through 2001 -
3 to be material weaknesses.

This report is intended for the information of the audit committee, management,
and for HUD. However, this report is a matter of public record and its distribution

is not limited.
Digitally signed by William

William Daniel McCaskill, e sma

McCaskill, CPA, APAC, ¢=US

C P A AP AC Date: 2002.09.10 10:52:38
y -05'00°

Signature Valid

William Daniel McCaskill, CPA
A Professional Accounting Corporation

August 19, 2002
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William Daniel McCaskill, CPA

A Professional Accounting Corporation
5150 Highway 22, Suite C-15
Mandeville, Louisiana 70471

Telephone 985-845-7772 Member of
Fax 985-845-1313 Louisiana Society of CPA’s
E-mail danny@cpaandco.com Mississippi Society of CPA’s

American Institute of CPA’s

REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABILE TO EACH MAJOR PROGRAM AND INTERNAL
CONTROL OVER COMPLIANCE: IN ACCORDANCE WITH OMB CIRCULAR A-133

Board ofC ommissioners
Housing Authority of the Parish of Lafourche
Raceland, Louisiana

Compliance

| have audited the compliance of the Housing Authority of the Parish of Lafourche
(PHA) 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 each of its major federal programs fort he year ended September 30,
2001. The PHA'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 PHA's
management. My responsibility is to express an opinion on the PHA’s compliance
based on my audit.

| conducted my 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. Those standards and OMB Circular A-133 require that | 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 PHA’s compliance
with those requirements and performing such other procedures as we considered
necessary in the circumstances. | believe that my audit provides a reasonable

=0 of 58



Housing Authority of the Parish of Lafourche
Fiscal Year Ending September 30, 2001

basis for my opinion. My audit does not provide a legal determination on the
PHA's compliance with those requirements.

As described in items 2000 -1a through 2001 - 3a in the accompanying schedule
of findings and questioned costs, the PHA did not comply with requirements
regarding cash management, equipment and real property management, real
property acquisition and relocation assistance and reporting that are applicable to
the PHA’s Low Income Housing, Capital Fund Program, Comprehensive Grant
Program, Housing Choice Voucher Program, Drug Elimination Program and FHA
Insurance Program. Compliance with such requirements is necessary, in my
opinion, for the PHA to comply with the requirements applicable to those
programs.

Internal Control Over Compliance

The management of the PHA is responsible for establishing and maintaining
effective internal control over compliance with requirements of laws, regulations,
contracts and grants applicable to federal programs. In planning and performing
my audit, | considered the PHA’s internal control over compliance with
requirementst hat could have a direct and material effect on a major federal
program in order {0 determine my auditing procedures for the purpose of
expressing my opinion on compliance and to test and report on internal control
over compliance in accordance with OMB Circular A-133.

| noted certain matters involving the internal control over compliance and its
operationt hat | consider to be reportable conditions. Reportable conditions
involve matters coming to my attention relating to significant deficiencies in the
design and operation of the internal control over compliance that, in my
judgment, could adversely affect the PHA'’s ability to administer a major federal
program in accordance with the applicable requirements of laws, regulations,
contacts, and grants. Reportable conditions are described in the accompanying
schedule off indings and questioned costs as items 2000-1a through 2001- 3a.

A material weakness is ac onditioni nwhich the design or operation 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. My consideration of the internal
control over compliance would not necessarily disclose all matters in the internal
contro! 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, |
consider items 2000-1a through 2001- 3a to be material weaknesses.

31 of 58



Housing Authority of the Parish of Lafourche
Fiscal Year Ending September 30, 2001

This report is intended for the information of the audit committee, management,
and HUD. However, this report is a mattero f public record and its distribution is

not limited.
Digifally signed by Willam Daniel

William Daniel McCaskill, CPA, McCaskill, CPA APAC
J CF';E;’AICIEESSE”IEI McCaskill,
Signature Valid APAC Dalag 2[}32.69.10 10:53.15 0500

William Daniel McCaskill, CPA
A Professional Accounting Corporation

August 19, 2002
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Housing Authority of Lafourche Parish
Schedule of Audit Adjusting Journal Entries
Fiscal Year Ending September 30, 2001

Low Rent Program Debit Credit
Investments 146,155.69

Retained Earnings 146,155.69
Interest income 13,589.05
Other revenue—flood insurance proceeds 144,473.62
Correction of Errors 11,206.98

This is to record investments, interest income, and flood
insurance proceeds @ FYE, and for the fiscal year. The fee
accountant did not receive any of the investment statements

during the fiscal year.

Land 289,000
Equity 289,000
Correction of Errors 289.000

This is to record 3 parcels of land that HUD sold to the
PHA for $10. These parcels had not previousty been recorded on
the PHA’s general ledger. The amount recorded is based on a
current appraisal.

Long Term Debt — HUD Guaranteed 1,186,773
Net HUD PHA Contributions 1,186,773
To agree the FD$S with last years audit
Land 305,394
Leasehold Improvements 305,394
Buildings 20,379
Furniture and Equipment — Administration 7,389
Leasehold Improvements 7,388
Accumulated Depreciation 25,271
Depreciation Expense 14,848
Net HUD Contributions 45,651
Correction of Errors 30,803

To correct the fee accountant’s unaudited
submission relative to the 99 CGP
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Housing Authority of Lafourche Parish
Schedule of Audit Adjusting Journal Entries
Fiscal Year Ending September 30, 2001

Issuance of Bonds by PHA

Dr

Bond Fund (restricted cash) 57,685.00
Acquisition Fund (restricted cash) 4,106,578.80
Bond Issue Costs (restricted cash) 190,194.00

Accrued Interest

Premium on Bonds Payable
Bonds Payable

To record the issuance of a bond
Indenture on 4/25/2001

Amortization of Bond Costs and Premium

Premium on Bonds Payable 5,009.91
Net Bond Premium Amortization
Bond Issue Costs

To record amortization
as of 9/30/ 2001

Reconciliation of Statement Activity

Bond Fund (restricted investments) 151,072.00
Service Fees expense 75.00
Investment Income

Bond Fund (restricted cash)

Acquisition Fund (restricted investments) 3,962,847.00
Service Fees expense 691.00

Acquisition Fund (restricted investments)
Investment Income

Acquisition Fund (restricted cash)
Investment Income 6,551.00
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Housing Authority of Lafourche Parish

Schedule of Audit Adjusting Journal Entries

Fiscal Year Ending September 30, 2001

Bond Issue Costs (capitalized costs)
Bond Issue Costs (restricted investments)
Service Fee

Bond Issue Costs (restricted cash)
Operating Transfer Out

Miscellaneous expenses

To record transactions of 3 bond funds
from 4/25/2001 through 9/30/2001

Comprehensive Grant Program

Leasehold Improvements

Furniture and Equipment— Administration
Accumulated Depreciation

Depreciation Expense

Retained Earnings

171,029.00
19,165.00
51.00

146,178.00
10,557.00

Debit

7,388

12,466
12,466

To correct the fee accountant’s unaudited
submission relative to the 99 CGP

Housing Choice Vouchers

Interprogram — Due from
Interprogram — Due to

42,050

To correctt he unaudited submission
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Housing Authority of Lafourche Parish
Schedule of Audit Adjusting Journal Entries
Fiscal Year Ending September 30, 2001

CITY PLACE 1l HOUSING DEVELOPMENT CORPORATION AS OF 9-30-2001

Debit Credit
Noncurrent 2" Mortgage Payable
to Community Development Corporation 4,313,389
Noncurrent Accrued Interest Payable — 2" Mortgage 95,150
Buildings — To adjusto riginal purchase price 35,086
Correction of Errors 22,680

The above is to record previously unrecorded second mortgage
Transactions. These are Upfront Grants from HUD passed through to the

City Place |l apartment development as a loan secured by a second mortgage,
1% interest
Accrued annually, all due 40 years from inception.

HA Bonds Issued 3,960,000
Premium on Bonds 390,773
Equity 22,680

To remove amounts entered as bond liability by mistake.
The bond liability is with the issuer, the PHA.

Interest Expense 18,995
Correction of Errors 18,995

To record the second mortgage
interest accrual

Interest Payable 3,685
Equity 3,685
Correction of Errors 3,085

To delete interest payable for bonds

that are not 1o be recorded on
City Place II's books

Accrued Interest Payable 8,904
Interest Expense 8,904
Equity 8,204

To bring the Accrued Interest Payable @ FYE
for the first mortgage payable
to the correct amount of 8,904
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Housing Authority of Lafourche Parish
Schedule of Audit Adjusting Journal Entries
Fiscal Year Ending September 30, 2001

Debit Credit
Replacement Reserve Escrow 48,841.61
Hazard Insurance Escrow 4,061.50
MIP Escrow 2,879.06
Equity 55,783
MIP insurance cost 4,405
Interesti ncome—replacement reserve
198
Insurance expense 21,382
Reserve Replacement Expense 13,600
Correction ofE rrors 67,771

To record escrow account activity during the FYE.

Tenant revenhue 6,824
Other tenant charges 6,824

To reclassify an amount coded to tenant revenue
@ FYE to balance the general ledger to the rent register.

Operating Transfer In 146,178
Buildings 146,178
Retained Earnings 146,178

To record an operating transfer
to City Place 1l from Low Rent
in order to improve fixed assets
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Housing Authority of Lafourche Parish
Schedule of Audit Adjusting Journal Entries
Fiscal Year Ending September 30, 2001

CITY PLACE Il HOUSING DEVELOPMENT CORPORATION AS OF 9-30-2001

The following audit adjusting journal entries are to recode the revenue and
expense accounts from the REAC Public Housing Authority account coding to
the REAC Multifamily accountc oding. The net annual surplus/deficit is

unchanged.
FROMTO DESCR PTION AMOUNT
LINE # ACCOUNT #
703 NET RENTAL REVENUE 296,773
5120 RENT REVENUE-GROSS POTENTIAL 312,675
5220 VACANCIES-APARTMENTS 22,726
704 TENANT REVENUE OTHER 7.627
715 OTHER REVENUE 3,407
5920 TENANT CHARGES 11,034
011 6330 ADMIN/MGR SALARIES 12,668
013 6320 MANAGEMENT FEE 12,500
913 6451 WATER 3,448
032 6450 ELECTRICITY 8,185
038 6451 OTHER UTIL/SEWER 1,149
061 6720 INSURANCE 10,176
074 6600 DEPRECIATION 122,578
067 6820 INTEREST 117,186
015 &
045 6711 EMPLOYEE BENEFITS/PR TAXES 6,255
043 6520 CONTRACT COST 35,980
941 6510 MAINT LABOR 6,929
042 65156 MAINT SUPPLIES 6.890
016 6320 OTHER ADMIN/MISC ADMIN 16,125
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Housing Authority of Lafourche Parish
Schedule of Audit Adjusting Journal Entries
Fiscal Year Ending September 30, 2001

962 & 6590 OTHER GEN EXP/EXTRA ORDINARY
671 MAINT/MISC MAINT 25,899

COMMUNITY DEVELOPMENT CORPORATION AS OF 12-31-2001

Debit Credit

Noncurrent Note Receivable-City Place |l 4,313,389
Noncurrent Accrued Interest

Receivable—City Place |l 105,934
Equity 4,419,323
Interest Income 43,133
Beginning Equity 4,376,190
Noncurrent Note Recelvable-City Place | 3,444,156
Noncurrent Accrued Interest

Receivable—City Place | 84,714
Equity 3,528,870
Interest Income 34,441
Beginning Equity 3,494,429

The above is to record previously unrecorded second mortgage
transactions. These are Upfront Grants from HUD passed through to
two apartment developments as loans secured by second mortgages, 1%

interest accrued annually, all due 40 years from inception.
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Housing Authority of the Parish of Lafourche
Schedule of Prior Audit Findings
Fiscal Year Ending September 30, 2001

Schedule of prior audit findings:

Whereas the PHA'’s IPA audit as of 9-30-2000 had no findings, per the Single
Audit Act, this audit firm is treating the HUD Office of Inspector General for Audit
(OIG) report dated 4-5-2002 as prior audit findings. It is noted that, prior to our
audit report, neither the PHA nor it's component unit reported $7,757,545 of
Upfront Grant Program receipts from HUD as revenues. All of these grant
revenues were received in prior audit periods.

The OIG report is briefly summarized as follows:

Overall, the purpose of the Upfront Grant Program is to “dispose of projects in a
manner that will protect the financial interests of the federal government.” ...and
that the disposition “...must be the least costly among “reasonable
alternatives”...".

In 1997 HUD foreclosed on and paid the balance of a HUD insured mortgage in
the amount of $3,348,409.

At the time of foreclosure, HUD provided Section 8 subsidy for all residents of the
development

HUD demolished the existing apartments at a cost of $2.2 million including
holding costs.

HUD {ransferred the land {o the PHA for $10.

HUD provided the PHA with a $7.7 million grant to help replace the demolished
housing in the form of an Upfront Grant.

This grant passed through the PHA to the developer in the form of a non
forgivable 2" mortgage with terms including a 1% interest rate accrual-only, no
payments due until the 1% mortgage is paid off in 40 years, then all principal and
accrued interest due at once.

HUD also simultaneocusly provided FHA insurance for a 151 morigage on the new
development in the amount of $7,598,100.

“Contrary to procurement regulations and the Grant Agreement, the authority's
nonprofit corporation awarded the development contract to Miller & Associates
after receiving only 1 proposal...Hence, the Authority did not obtain adeguate

development alternatives. Further, Miller & Associates sole-sourced the $13.6
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Housing Authority of the Parish of Lafourche
Schedule of Prior Audit Findings
Fiscal Year Ending September 30, 2001

million construction contract. The Authority contended they undertook all actions
with HUD knowledge.”

"Since the Authority did not comply with the procurement regulations in its
selection of the developer, HUD has no assurance that the Authority obtained the
best development proposal from the most experienced developer. This,
combined with the fact that Miller & Associates did not use competition when
awarding the construction contract, meant that neither the Authority nor Miller &
Associates could provide assurance it spent the Grant in the most efficient or
effective manner. Conseguently, the Authority might have been able 1o build the
units for less and thus, decreasing the rents. However, because HUD has
confidence in the cost, we did not question the cost of the contract.”

The above is a brief description of what is being treated as a prior audit finding.
The PHA has had no subsequent activity similar to that addressed in the review
therefore there is no issue of corrective action.
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Housing Authority of the Parish of Lafourche
Schedule of Current Audit Findings And Questioned Costs
Fiscal Year Ending September 30, 2001

(continued)
Per A-133,S ection 505(d)
1. Summary Schedule of Auditors Results:
i.  The report includes an unqualified opinion on the financial statements.

ii. There were reportable conditions in internal controls found that are
recuired to be disclosed at the financial statement level.

iii.  The audit disclosed noncompliance that is material to the financial
statements.

iv. Reportable conditions in internal control over major programs were
disclosed by the audit.

v. The compliance report issued for major programs was qualified.

vi. The report disclosed audit findings required to be reported under Section
510a of A-133.

vii.  All major programs have oversight by HUD and are identified as follows:

CFEDA Name of Program
14.871 Housing Choice Vouchers
14.854 Public and Indian Housing Drug Elimination

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

iX. The auditee was not considered a low risk auditee.
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Housing Authority of the Parish of Lafourche

Schedule of Current Audit Findings And Questioned Costs

Fiscal Year Ending September 30, 2001

(continued)

2. Finding relating to the financial stalements required to be reported with
GAGAS are as follows:

Finding Number 2001 - 1

Statement of Conditions — This audit is late per both State and Federal law.

Criteria — The PHA’s annual audit is due within 6 months of the entities FYE
per State law and within 9 months of FYE per Federal law.

Cause - The PHA did not adequately report any activities of 2 component units
as well as a material bond issuance by the PHA, The CPA firm initially engaged
to perform the audit eventually withdrew from the engagement very late in the
process. This audit firm had to delay our audit work until the PHA's accountant
recorded the omitted financials. When the financials were then completed there
were material inaccuracies requiring scope increases which further delayed the
audit report. This audit firm bears no responsibility for the late audit.

Effect — The PHA is in violation of both state and federal law.

PHA Response — See corrective Action Plan
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Housing Authority of the Parish of Lafourche
Schedule of Current Audit Findings And Questioned Costs
Fiscal Year Ending September 30, 2001

(continued)

Finding Number 2001 - 2

This finding relates to an apartment development acquired by the PHA during the
fiscal year.

Statement of Conditions - The PHA exhibits a lack of internal controls in the
following areas:

Board of Commissioners

A) During the fiscal year the PHA purchased a 112 unit apartment
development without an adequate appraisal for the acquired development.
The appraisal utilized was done pre-construction and was completed
using a limited calculation determined by the maximum amount of the
loans available for the development.

Management

The financial statements for the apartment development acquired during
the fiscal year were deficient in the following ways:

B) The annual profit (loss) was reported not including all necessary
components of profit (loss). As of the FYE, the profitr eported by the
management agent on a cash basis was $56,672. The fee
accouniant tater reported the profit as $44,416. The audited
financials considering all components of the operating statement
report an annual loss of$ (560,278). During the fiscal year
management could not have been adequately monitoring the
operations of the apartment development.

The financial statements as recorded by the management agent did
not include fixed assets, mortgages payable, and equity on the
financial statements. The components left out of the balance sheet
represent 202% of the audited component unit financial statements.

On the first day of the field work management considered
$4,408,539 of 2" mortgage debt as a grant, not a repayable
mortgage as recorded in the court house. During the course of the
audit management agreed that this represents a valid 2" mortgage
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Housing Authority of the Parish of Lafourche
Schedule of Current Audit Findings And Questioned Costs
Fiscal Year Ending September 30, 2001

(continued)

repayable outo fs urplus cash as defined by HUD. Per the terms of
the upfrontg rantt his 2" mortgage is not forgivable.

The second mortgage interest expense accrual in the amount of
$18,995 was notr ecorded on the financials.

When the fiscal year closed the fee accountant did not report the
component unit that owns and operates the apartment development
in with the PHA's financials.

C) Managementw as nota ware of the annual audited financial
statement reporting reguirements reiative to the GNMA security of
the bond indebtedness and, therefore, may not have complied with
those requirements.

D) Management was not aware of the annual affordability certification
requirements of the Upfront/Disposition Grant requirements and did
not comply with them.,

E) In previous fiscal years the PHA's financials did not include a 2™
component unit which passed through $7,757,545 of HUD grants.

-} The two (2) second morigage notes totaling $7,757,545 as filed at
the courthouse are unsighed by the borrower.

G) The bonds issued during the fiscal year were eventually recorded
as a liability on the balance sheet of a component unit but not on
the PHA’s. Proper accounting does not include any recordation of
the bond debt on the balance sheet of the component unit. Audit
adjusting journal entries properly recorded the bond liability on the
balance sheet of the PHA (issuer). As well, the audit AJE’s
recorded the offsetting asset of the GNMA security. The amount of
each entry was $4,350,773.

H) The PHA did not realize that the component units financials
required a stand alone audited internet submission {0 HUD REAC
within 60 days of the FYE.

I} The 112 unit apartment fixed assets exclusive of land cost is
recorded at $8,333,375. Property insurance coverage has a limit of
$7,050,759. The development is under insured by $1,282,616.
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Housing Authority of the Parish of Lafourche
Schedule of Current Audit Findings And Questioned Costs
Fiscal Year Ending September 30, 2001

(continued)

J) The PHA has 2 component units that are Non Profit Corporations
per section 501 (¢) (3) of the Internal Revenue Code. These entities
failed to file required annual forms with the IRS.

Criteria - All levels of the PHA should exhibit adequate internal controls. This
includes the Board of Commissioners setting policy and properly evaluating
major transactions, managements ecuring training for any program new to the
PHA, and the fee accountant ensuring that they possess adequate knowledge to
postt ransactions and properly reportf or the accounting for all PHA programs.

Effect:

A} The PHA acquired an apartment development that may not prove to be
financially viable.

B) Management did not have all of the tools available during the year to
properly mange the property.

C) The PHA may not have complied with the annual reporting requirements of
the GNMA guarantee oft he bonded indebtedness.

D) The PHA did notc omply with the annual certification requirements relative
to affordability oft he Upfront/Disposition Grant.

E) In previous fiscal years $7,757,545 of HUD grants were notr eported as
revenue,

) It is unclear whate fiect the second mortgages being unsigned by the
borrower is, however.,t his deficiency has still not been cured.

G) The financials of the componentun it included overstated liabilities of
$4,350,773. The assets of the PHA were understated by $8,210,797. The
liabilities of the PHA were understated by $4,350,773.

H) The component units FYE audited stand alone submission was not
completed timely per HUD regulation.
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Housing Authority of the Parish of Lafourche
Schedule of Current Audit Findings And Questioned Costs
Fiscal Year Ending September 30, 2001

(continued)
) The 112 unita partment development is under insured by $1,282,616.
J) The PHA has not complied with IRS regulations.

PHA Response - See corrective Action Plan

Finding Number 2001 — 3

ey S —

This finding relates to general internal control functions of the PHA itself.

Statemento f Conditions —
A) During the fiscal year checks cleared the PHA's Housing Assistance
Payments (HAP) bank account prior to being recorded on the general
ledger 5 months out of 12 months. 24 checks cleared the bank in this
manner in the total amount of $22,894 prior to the checks being property
recorded.

B) During prior fiscal years the PHA acquired 3 parcels of land from HUD
for $10.00. An appraisal after FYE determined the market vaiue as
$289,000.

C) During the entire fiscal year no investment activity was conveyed to the
foe accountant. The fee accountantu sed flawed documentation and
flawed reasoning @ FYE to adjust the investment account balance and
interest Income.

D) Fixed assetr eporting in the amounto { $237,568 were double reported.

As well, this affected depreciation reporting.

E) The PHA overran it's Low Rentop erating budget by more than 5% in
the following expense categories and by the following overrun amounts:

Administrative — Sundry $9,124
Compensated Absences $8,229
Employee Benefit Contributions $7,020
Collection Losses $16,802
Casualty Losses $2.158
Total $43,333
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Housing Authority of the Parish of Lafourche
Schedule of Current Audit Findings And Questioned Costs
Fiscal Year Ending September 30, 2001

(continued)

Criteria -

A) The PHA should possess adequate internal controls to ensure that all
checks written be recorded in a timely manner.

B) Donationsfacquisitions should be recorded at market.

C) Investment account activity and all revenues should be reported to the fee
accountant to ensure proper accounting.

D) Fixed assets should be properly documented and reported.

E) Per State law, the PHA should not overrun it’s operating budget by more
than 5% in any one expense category.

Effect -
A) The PHA did not adequately control cash expenditures.

B) The PHA’s financials understated land assets by $289,000.

C) At FYE, the investment accounts were understated by $146,156.
Interesti ncome was understated by $13,589. During the fiscal year the
PHA received $144,474 of casualty insurance proceeds that went totally
unrecorded.

D) Entity wide fixed assets were overstated by $237,568.

F) The PHA violated State budgeting law.

PHA Response — See corrective Action Plan
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Housing Authority of the Parish of Lafourche
Schedule of Current Audit Findings And Questioned Costs
Fiscal Year Ending September 30, 2001

(continued)

3. Findings and guestioned costs for Federal awards as defined in A-133,
Section 510a all with HUD oversight:

The auditor considers all these findings to be applicable both under GAS as
well as A-133, therefore we are repeating the same findings under this
section.

FINDING 2001-1A

Name of Program:
Low Rent Program,P ublic Housing Drug Elimination
Program, Section 8 Housing Choice Vouchers, Capital Fund Program,
Comprehensive Grant Program, FHA Insurance Program
ldentification Number:F W-1297
CFEDA Number: 14.850a, 14.854, 14.871, 14,872, 14.859, 14,135
Federal Award Number and Year: 2001

Name ofF ederal Agency: HUD
Name of [Pass thru Entity: None

Criteria— The PHA's annual auditi s due within 6 months of the entities FYE
per State law and within 9 months of FYE per Federal law.

Condition— This audit is late per both State and Federal law.

Cause—The PHA did not adequately reporta ny activities of 2 componentu nits
as well as a material bond issuance by the PHA. The CPA firm initially engaged
to perform the audit eventually withdrew from the engagementv ery late in the
process. This audit firm had to delay our audit work until the PHA's accountant
recorded the omitted financials. When the financials were then completed there
were material inaccuracies requiring scope increases which further delayed the
auditr eport. This auditf irm bears no responsibility for the late audit.

Effect—The PHA is in violation of both State and Federal law.

PHA Response—See corrective action plan.
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Housing Authority of the Parish of Lafourche
Schedule of Current Audit Findings And Questioned Costs
Fiscal Year Ending September 30, 2001

(continued)

FINDING 2001-2A

This finding relates to an apartment development acquired by the PHA during the
fiscal year.

1. Name of Program:F HA Insurance Program
Name of Federal Agency:H UD
Federal Award Number and Year: 2001
CFDA Number:1 4.135
Project Number 064-35326
FHA Insurance — National Housing Act, Section 221 (D) (4)

2. Criteria—-All levels oft he PHA should exhibita dequate internal controls.T his
includes the Board of Commissioners setting policy and properly evaluating
major transactions, management securing training for any program new to the
PHA, and the fee accountant ensuring that they possess adequate knowledge to
post transactions and properly report for the accounting for all PHA programs.

3. Condition-—The PHA exhibits a lack ofi nternal controls in the following areas:

Board of Commissioners

A) During the fiscal year the PHA purchased a 112 unit apartment
development without an adequate appraisal for the acquired development.
The appraisal utilized was done pre-construction and was completed using a
limited calculation determined by the maximum amount of the loans available
for the development.

Management

The financial statements for the apartment development acguired during
the fiscal year were deficient in the following ways:

B) The annual profit (loss) was reported not including all necessary
components of profit (loss). As of the FYE, the profit reported by the
management agent on a cash basis was $56,672. The fee
accountant later reported the profita s $44,416.T he audited
financials considering all components oft he operating statement
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Housing Authority of the Parish of Lafourche
Schedule of Current Audit Findings And Questioned Costs
Fiscal Year Ending September 30, 2001

(continued)

report an annual loss of $(50,278). During the fiscal year
management could not have been adeguately monitoring the
operations of the apartment development.

The financial statements as recorded by the managementa gent did
not include fixed assets,m ortgages payable, and equity on the
financial statements. The components left out of the balance sheet
represent 202% of the audited component unit financial statements,

On the first day of the field work management considered
$4,408,539 of 2" mortgage debt as a grant, not a repayable
mortgage as recorded in the courth ouse. During the course oft he
audit management agreed that this represents a valid 2" mortgage
repayable outo fs urplus cash as defined by HUD. Pery the terims of
the upfront grant this 2" mortgage is not forgivable.

The second mortgage interest expense accrual in the amounto f
$18,995 was notr ecorded on the financials.

When the fiscal year closed the fee accountant did not report the
componentu nitt hat owns and operates the apartment development
in with the PHA'’s financials.

C) Management was not aware of the annuat audited financial
statement reporting requirements relative to the GNMA security of
the bond indebtedness and, therefore, may not have complied with
those requirements.

D) Management was not aware of the annual affordability
certification requirements of the Upfront/Disposition Grant
requirements and did not comply with them.

E) in previous fiscal years the PHA's financials did not include a 2™
componentu nitw hich passed through $7,757,545 of HUD grants.

F} The two (2) second mortgage notes totaling $7,757,545 as filed
att he courthouse are unsigned by the borrower.

G) The bonds issued during the fiscal year were eventually
recorded as a liability on the balance sheet of a component unit but
not on the PHA's. Proper accounting does not include any
recordation of the bond debt on the balance sheet of the
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component unit. Audit adjusting journal entries properiy recorded
the bond liability on the balance sheet of the PHA (issuer). As well,
the audit AJE’s recorded the offsetting asset of the GNMA security.
The amount of each entry was $4,350,773.

H) The PHA did not realize that the component units financials
required a stand alone audited internet submission to HUD REAC
within 60 days of the FYE.

1) The 112-unita partment fixed assets exclusive of land cost is
recorded at $8,333,375.P roperty insurance coverage has a limit of
$7,050,759. The development is under insured by $1,282,616.

J) The PHA has 2 component units that are Non Profit Corporations
per section 501 (¢) (3) of the Internal Revenue Code.T hese entities
failed to file required annual forms with the IRS.

CAUSE—The PHA’s Board of Commissioners as well as the PHA’s management
did not possess adequate knowledge ofp rograms new to the PHA including FHA
insured loans, GNMA guaranteed bonded indebtedness, Upfront/Disposition
Grants and componentu nits.

EFFECT:

A) The PHA acquired an apartmeni development that may not prove to be
financially viable.

B) Management did not have all oft he tools available during the year to
properly mange the property.

C) The PHA may not have complied with the annual reporting requirements of
the GNMA guarantee oft he bonded indebtedness.

D) The PHA did notc omply with the: annual certification requirements relative
to affordability oft he Upfront/Disposition Grant.

E) In previous fiscal years $7,757,545 of HUD grants were not reported as
revenue,

F) It is unclear what effect the second mortgages being unsigned by the
borrower is, however,t his deficiency has still not been cured.
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(continued)

G) The financials of the componentun it included overstated liabilities of
$4,350,773.T he assets of the PHA were understated by $8,210,797. The
liabilities of the PHA were understated by $4,350,773.

H)} The component units FYE audited stand alone submission was not
completed timely per HUD regulation.

1) The 112 unita partment development is under insured by $1,282,616.

J) The PHA has not complied with IRS regulations.

Perspective information — The PHA’s assets and liabilities total $30,313,732. The
balance sheet amounts unreported/underreported total $16,874,959.

PHA Response — See Corrective Action Plan

FINDING 2001-3A

This finding relates to general internal control functions of the PHA itself.

Name of Program: Low Rent Program, Housing Choice Vouchers,
Comprehensive Grant Program, Capital Fund Program

ldentification Number:F W-1297

CFDA Number:1 4.850a, 14.854, 14.871, 14.872, 14.859

Name of Federal Agency:H UD

Name of Pass thru Entity: None

Criteria—

A) The PHA should possess adequate internal controls 1o ensure that all
checks written be recorded in a timely manner.

B) Donations/acquisitions should be recorded at market.
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C) Investment account activity and all revenues should be reported to the fee
accountant to ensure proper accounting.

D) Fixed assets should be properly documented and reported.

E) Per State law, the PHA should not overrun it's operating budget by more
than 5% in any one expense category.

Condition—

A) During the fiscal year checks cleared the PHA's Housing Assistance
Payments (HAP) bank account prior to being recorded on the general ledger
5 months outo f1 2 months. 24 checks cleared the bank in this manner in the
total amount of $22,894 prior to the checks being propetrly recorded.

B) During prior fiscal years the PHA acquired 3 parcels of land from HUD for
$10.00. An appraisal after FYE determined the market value as $289,000.

C) During the entire fiscal year no investment activity was conveyed to the fee
accountant. The fee accountant used flawed documentation and fiawed
reasoning @ FYE to adjust the investment account balance and interest
income.

D) Fixed asset reporting in the amount of $237,568 were double reported.A s
well, this affected depreciation reporting.

E) The PHA overran it's Low Rent operating budget by more than 5% in the
following expense categories and by the following overrun amounts:

Administrative — Sundry $9,124
Compensated Absences $8,229
Employee Benefit Contributions $7,020
Collection Losses $16,802
Casualty Losses $2,158

Total $43,333
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(continued)

Effect—

A) The PHA did not adequately control cash expenditures.

B) The PHA's financials understated land assets by $289,000.

C) At FYE, the investment accounts were understated by $146,156.
Interest income was understated by $13,589.D uring the fiscal year the
PHA received $144,474 of casualty insurance proceeds thatw ent totally
unrecorded.

D) Entity wide fixed assets were overstated by $237,568.

E) The PHA violated State budgeting law.

Cause—

B) Neither management nor the fee accountant understood proper GAAP
accounting treatment of this donation/acquisition transaction.

C) The monthly statements of the money market and CD investments were
not provided to the fee accountant. At FYE, the fee accountant used flawed

assumptions to adjust the investment balances and interest earned during the
fiscal year.

D) The accountant mistakenly included the 1998 Comprehensive Grant
Program fixed assets in the amounto f $237,568 in both the Low Rent column
as well as in the Comprehensive GrantP rogram column,

E) The PHA staff did not adequately monitor budget versus actual expenses
during the fiscal year.

Perspective Information—
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Fiscal Year Ending September 30, 2001

(continued)
A) During the fiscal year the PHA recorded HAP expenditures in the amount
of $742,559.

B) Entity wide, land was reported at $694,394.

C) Total investments @ FYE were reported totaling $254,685.

D) Entity wide fixed assets @ FYE were reported at $11,224,025.

E) Low Rent expenditures during the fiscal year totaled $833,977.

PHA Response — See Corrective Action Plan
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Finding Number 2001 — 1 and 2001 - 1a

Corrective action plan

Person Responsible—Beryl Pitre

Anticipated completion date—September 30, 2002

Action Planned: We will provide a complete audit RFP for the audit of FYE 9-30-

2002. We will have our accountant provide timely, accurate and compleie
financials including all component units and material account balances.

Finding Number 2001 — 2 and 2001 — 2a

Corrective Action Plan
Person responsible — Board of Commissioners and Beryl Pitre
Anticipated Completion Date: 9/30/2002
Action Planned
We attended a training course on Public Housing Accounting

In June, 2001.

We will use the audit finding as a blue print for utilizing adequate internal
controis.

We will have the fee accountant correctly record financial transactions as
of and for FYE 9/30/02.
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Finding Number 2001 - 3 and 2001 - 3a

Corrective Action Plan

Person responsible — Beryl Pitre

Anticipated Completion Date: 9/30/2002
Action Planned

The PHA discovered that the Section 8 and Public Housing monthly
financial records were not being submitted to the fee accountant at the
same time each month, thereby creating a problem with the recording of
HAP checks. The PHA corrected this situation three months ago and
since then is submitting all financial documents for both the Public
Housing & Section 8 programs for each month at the same time.

We will use the audit finding as a blue print for utilizing adequate internal
controls.

We will have the fee accountant correctly record financial transactions as
of and for FYE 9/30/02.
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