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CHARMAINE PHILIPS PLATENBURG

Certified Public Accountant
I3 002 o

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Desire Community Housing Corporation

I have audited thc accompanying statement of financial position of Desirec Community lHousing
Corporation (a non-profit corporation) as of December 31, 1999 and the related statements of
activities, and cash flows for the year then ended. These {inancial statements are the responsibility of
Desire Community Housing Corporation’s management. My responsibility is to express an opinion
on these financial statements based on my audit.

Except as discussed in the following paragraph, I conducted my audit i accordance with gencrally
accepled auditing standards and Government Auditing Standards, 1ssued by the Comptroller General
of the United States. Those Standards require that I plan and perform the audit to obtain rcasonablc
assurance about whether the financial statements are free of material misstatement. An audit includes
cxamining, on a test basis, evidence supporling the amounts and disclosurcs in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. 1 believe
that my audit provides a rcasonable basis for my opinion.

] was unablc to obtain adequatc documentation regarding the balance of the Organization’s Accounts
Payable stated at $33,631 at December 31, 1999. Nor was 1 able to satisfy myself as to the accuracy
of the balance by other auditing procedures. Accordingly, it was not practicable for me to extend my
audit of such liabilities beyond the amounts recorded.

In my opinion, except for the effects of such adjustments, if any, as might have been determined to be
necessary had sufficient cvidential matter of Accounts Payable been susceptible to satisfactory audit
tests, the financial statements referred to in the first paragraph above present fairly, in all material
respects, the financial position of Desire Community Housing Corporation as of December 31, 1999,
and the changes 1n its net assets and 1ts cash flows for the year then ended in conformity with the
gencrally accepted accounting principles.

My audit was made for the purpose of forming an opinion on the basic financial statements of Desirc
Commumly Housing Corporation taken as a whole. The accompanying supplemental information
listed 1n the table of contents is presented for the purpose of additional analysis and is not a required
part of the basic financtal statements of Desire Community Housing Corporation. The Schedule of
Expenditures of Federal Awards is required by the U. S. Office of Management and Budget Circular
A-133, “Audits of States, Local Governments, and Non-Profit Organizations.” Such information has
been subjected 1o the auditing procedures applied in the audit of the basic financial statements and, in
my opinion, is fairly stated in all material respects in relation to the basic financial statements taken
as a whole.

1340 Poydras Strect * Sunte 2130 » New Orleans, LA ¢ 70112
Phone: 504-561-1111 « Fax: 504-561-1114



In accordance with Government Auditing Standards, 1 have also 1ssued a report dated November
3, 2000, on my consideration of Desire Community Housing Corporation’s internal control
structure over financial reporting and my test of 1ts compliance with certain provisions of laws,
regulations, contracts and grants.

Charmainc Philips-Platenburg, CPA

New Orleans, LA
Novcember 3, 2000

CHARMAINE PHILIPS-FPLATENBURG
A )

RO T
Certified Public Accountant
| 340 Poydras Steet = Sute 2130
New Orleans, EA D



DESIRE COMMUNITY HOUSING CORPORATION
Statement of Financial Position
As of December 31, 1999

Assets
Current Assets:

Cash and Cash Equivalents 3 202,389
Accounts Receivable 19,851
(Grants Receivable 109,381
Duc from Employecs ~ 12,526
Total Current Assets 344,147
Orher Asscls:
Mortgages Receivable 51,655
l.css: Allowance for Doubtiul Accounts (20,928)
Total Other Assets 30,727
I'ixed Asscts
Buildings and Land 3,674,103
Properties Held for Resale 431,973
Iurnitore, Fixtures and Equipment 92,717
[.css: Accumulated Depreciation (591,8206)
Total Fixed Asscts 3,606,967
Total Assels $ 3,081,841
Liabilities & Stockholder's Equity
Current Liabihities:
Accounts Payable $ 33,631
Payroll Taxes Payable 10,516
Other Employee Deductions 3,089
Total Current Liabilitics 47236
Other 1.1abilities:
Line of Credit 156,765
Note Payable 151,340
iscrow & Tenant Deposits 13,775
Total Other Liabilities 321,880
Total Liabilities _ 369 116
Net Assets:
Unrestricled 2,274,376
Temporarily Restricted 1,338,349
Total Nct Assets 3,612,725
Total Liabilities & Net Assets $ 3,981,841

See Accompanying Auditoer's Report and Notes.




DESIRE COMMUNITY HOUSING CORPORATION
Statement of Activitics
For the Year Ended December 31, 1999

Temporarily
Unrestricted Restricted Total
Revepues:

Grant Appropriations $ - $ 1,247,387 $ 1,247,387
Program Income 691,129 091,129
Other Income 46,467 - 46,467
Net Assels relcascd from restrictions 1,489,720 (1,489,720} -

To1al Revenues 1,536,187 448.796 1,984 983

Expenses:

Payroll Expenscs 760,296 - 760,296
I'ringe Benefits 148,154 48,154
Professional Jees - Contracts 184,064 - 184,064
Depreciation Expense 132,516 - 132,510
Maintenance & Repairs 74,087 74 087
Professional Fees - Accounting & Legal 6¥,805 68,805
Insurance 61,351 01,551
Contract Services - Other 51,004 51,0064
Utilitics 48,826 48,826
Other Opcrating Expenses 40,517 40,517
Food Service & Supplies 30,731 30,731
Office Supplics 29,010 29,010
Interest & I'inance Charges 25,975 25,975
Property & Equipraent, Not Capitalized 23,923 23,923
Telephone, Pagers & Cellular 23,307 23,307
Property Taxes 23,121 23,121
Special Events Expense 18,501 18,501
Misc. Operating Expenscs 13,147 13,147
Rent & J.cases 11,986 11,986
Conf{crence & Senunars 10,911 10,911
Contract Services - Consultants 3,250 3,250
IDisallowed Costs 742 742

Total Expenses 1,784,484 ) - 1,784,484

Increase/(Decrcase) 1in Net Assets (248,297 448,796 200,499

Net Assets, Beginning Balance 2,522,673 889 553 3412226

Net Asscts, Iinding Balance $ 2,274,376 b 1,338,349 $ 3612725

—

Seec Accompanying Auditor's Report and Notes.



DESIRE COMMUNITY HOUSING CORPORATION
Statement of Cash Flows
For the Ycar Ended December 31, 1999

Cash Flows from Opcrating Activities:
Increase 1in Net Assets 4% 200,499
Adjustments to reconcile mcrease in net asscts to net cash

provided by opcrating activitics;

Jepreciation Expense 132,516
Increase in Receivables (40,752)
Decrease in Accounts Payable & Payroll Liabilities (26,370)
Increase in T'enant Deposits & Escrow _ 4,989

Net Cash Provided by Operations 270,876

Cash Flows from Investing Activitics:

Purchase of Properttes Held for Resale, net of Properties Sold (346,811)
Payments received from Morfgages Receivable N 45,929
Ncet Cash Used In Investing Activities (300,882)

Cash Flows from Financing Aclivities:

Payments on Line of Credit, net of withdrawals (291,631)

Increase in Note Payable B 151,340
Net Cash Used in Financing Activities B (140,291)
Net Decrease In Cash and Cash Equivalents (170,297)
Cash and Cash Equivalents at Beginning of Year B 372,680
(CCash and Cash Equivalents at End of Year b 202,389

See Accompanying Auditor's Report and Notes. 5



NOTES TO THE FINANCIAL STATEMENTS
Desire Community Housing Corporation
December 31, 1999

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A summary of the significant accounting policies consistently applicd in the preparation of the
accompanying financial statements are listed as {ollows:

Nature of Activitics

Desire Community Housing Corporation is a nonprofit corporation organized under the laws of
the State of Louisiana. The Organization addresses an array of issues for low 10 modcrate-
mcome individuals. The mission of the Organization 1s accomplished through the development
of affordablc housing through rchabilitation and ncw construction, admistering certified
housing counseling services, providing safe quality housing and social services for scnior
citizens and ofTering professional day care and pre-school educational opportunitics for children.

The corporation is supported primarily through government contracts. Accordingly, 63% of the
corporation’s support for the year ended December 31, 1999 came {rom government contracts.

Financial Statement Presentation

The financial statements are presented in accordance with requirements cstablished by the
Fimancial Accounting Standards Board (FASB) as sct forth in thc Staternent of Financial
Accouniing Standards No. 117, “Financial Statements of Not-For-Profit Qrganizations”. This
statement rcquires reporting, the Organization’s financial position and activities according to
three classes of net asscts: (@) unrestricied net assets, (b) temporarily restricted net assets, and (c)
permanently restricied net assets. There are no permanently restricted nct asscts.

Revenue Recognition

Contributed support is reported as unrestricted or restricted depending on the cxistence of donor
stipulations that linnt the use of the support. When a donor restriction cxpires, that 1s, when a
stipulated time restriction ends or purpose restriction 1s accomplished, temporarily restricted net
asscts arc classified 1o unrestricted net assets and reported 1 the statement of actlivity as “net
assets rcleased from restrictions™.

Grrants Receivables

The Organization considers grants receivable to be fully colliectible since the balance consists
principally of payments due under governmental contracts.



NOTES TO THE FINANCIAL STATEMENTS
Desire Community Housing Corporation
December 31, 1999

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Morigagcs

Mortgage Joans arc stated at the amount of unpaid principal, reduced by an allowancc for
mortgagc loan losscs., Intercst on mortgage loans is calculated by using the simple intcrest
method on daily balances of the principal amount ouistanding.

Management reviews the Corporation’s loan portfolio to determine the existence of and extent of
which notcs arc subject 1o special consideration as to any doubt regarding their collectibility, Al
nonaccrual loans are considered to be impaired in accordance with SFAS No. 114, “Accounting
by Creditors for Impairment of a Loan”. When, in management’s judgment, a toan is determined
to be of doubtful colleciibility, the loan is charged to the Reserve for J.oan Losses, subject to
approval from the funding source, 1f applicable.

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

ceonomic and business conditions and collection cfforts, that the borrower's financial condition
is such that collection of mterest is doubtful.

Provision and Rescrve for Loan LLosses

The reserve for possible loan losses is maintained 1o provide for possible losses imherent i the
Joan portfolio. On January 1, 1995, the corporation adopted SFAS No. 114, as amended by
SFFAS No. 118 “Accounting by Creditors for Impaument of a Loan - Income Recognition and
Disclosures”. In accordance with SFAS No. 114, the 1995 reserve for possible loan losscs
related to loans that arc identified as impaired 1s based upon discounted cash {lows using the
loan’s initial effective interest rate or the fair value of the collateral.

Management determines the appropriate level of reserve to be maintained bascd on an analysis of
the porifolio and evaluation of economic factors. Provision for loan losses is recognized by a
charge to expense or a reduction of monies due to the funding source depending on the source of
the loan procceds. However, because such factors as loan growth, the future collectibility of
loans and the amounts and timing of future cash flows expected to be received on impaired loans
arc unccrtain, the level of future provisions generally cannot be predicted.
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NOTES TO THE FINANCIAL STATEMENTS
Desire Community Housing Corporation
December 31, 1999

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Building and Iimprovements

Desire Community Housing Corporation records property acquisitions at cost. Donated assets
arc recorded at cstimated value at date of donation. Depreciation is computed on a straight-line
basis over the cstimated useful lives of the asscts. Depreciation expensce for the year ended
December 31, 1999 totaled $132.516.

Maintenance and repairs are charged to expense as incurred: major renewals and betlerments are
capitalized when the acquisition cost exceeds $5,000. When 1items of property are sold or retired,
the related cost and accumulated depreciation are removed {from the accounts and gain or loss is
included 1n the changes 1n net assets.

Cash and Cash Liguivalents

The Organization considers all highly liquid investments available for current usc with an
original maturity of thrce months or less 1o be cash equivalents.

Use of Estimates

The preparation of financial statements 1n conformity with gencrally accepted accounting
principles requires management to make estimates and assumptions that affect certain reported
amounts and disclosurcs 1n ihe financial statements and accompanying notcs.  Accordingly,
actual results could differ from those estimates.

NOTE B -- ACCOUNTS RECEIVABLE

The Organization considers accounts receivable to be fully collectible. The balance consists
principally of payments due under rental contracts.

NOTE C - CONTRACT RECEIVABLE

The Organmization contracts with various federal, state and local funding agencies. As of
December 31, 1999, there were sceveral reimbursable programs totaling $109,381,



NOTES TO THE FINANCIAL STATEMENTS
Desire Community Housing Corporation
December 31, 1999

NOTE D - RIESERVE FOR LLOAN LOSSES

A summary of the activity in the Reserve for Loan losses for the ycar ended December 31, 1999
arc as follows:

Balance at beginning of year $ 20,928
[ncrease of reserve as a charge to

Duc to funding sourcc 0
Balance at end of year $ 20928

NOTE E —~ 1LLAND AND BUILDING

[.and and building at December 31, 1999 consists of the following;

3uilding and Land $3,674,103
Properties Held for Resale 431,973
Furniture, Fixtures and Equipment 02,717

L.ess accumulated depreciation <591,826>
$3.6006,967

NOTE F - INCOME TAXES

The Dcsire Cormmunmity Housing (301]}0rati0n 1s exempt from corporate income taxes under
Scction 501{(c)(3) of the Internal Revenue Code.

NOTE G — BOARD OF DIRECTORS COMPENSATION

The board of directors 1s a voluntary board; therefore, no compensation was paid {o any board
member during the year ended December 31, 1999,
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NOTES TO THE FINANCIAL STATEMENTS
Desire Community Housing Corporation
December 31, 1999

NOTE H —- ECONOMIC DEPENDENCY

The Organization receives a majernty of its revenue from funds provided through contracts
administered by federal, statc and local government agencies.  The grant amounts arc
appropriated cach year by the federal and local governments. If significant budget cuts arc madc
al the federal and/or local level, the amount of the funds the Organization rcceives could be
reduced significantly and have an adverse impact on its operations. Management 1s not aware of
any actions that will adversely affect the amount of funds the Organization will receive in the
next fiscal ycar,

NOTE 1 - LINE OF CREDIT

The Orgamzation has onc unsecured linc of credit with a local financial institution in the amourt
of $200,000. As of December 31, 1999, the outstanding balance of the line of credit was
$1506,705.

NOTE J - MORTGAGE RECEIVABLES

The Orgamization has two morigages totaling $51,655 as of December 31, 1999, As of
December 31, 1999, the mortgages with a principal balance of $20,928 was placed into
foreclosure.

NOTE K- CONTRIBUTIONS AND DONATIONS

The Organization receives funds from raffles and other fundraisers for the annual Christmas
party. Additional funds are used for administrative items for the QOrganization.

NO'I\I{: IJ o N(‘)F‘l'E ]]AYAIRIJE
Notc payable at December 31, 1999 consisied of a loan from a local financial institution with an
imtcrest rate of 10% that 1s sccured by real property. The maturity date of the loan is December

14, 2001. The balance of the note payable at December 31, 1999 was $151,340.

NOTE M -- DUE FROM EMPLOYEES

Duc {rom employces consisted of unsecured loans made to employees of Desire Community
Housing Corporation at December 31, 1999. The balance of the loans totaled $12,526 at
Dccember 31, 1999,

10
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NOTES TO THE FINANCIAL STATEMENTS

Desire Community Housing Corporation
December 31, 1999

NOTE N ~- SUBSEQUESNT EVENTS

Duc to the orgamization’s failure to submit their audit report for the year ended December 31,
1999 1 a timely manner, some of 1ts funding agencies suspended payments in the subsequent
period. Payments {o the orgamization may resume once the reporting requirecment has been
satisficd. The following is a listing of the funding agencies that have suspended payments:

Statc of Louistana Depl. of Social Services - Desi Flo Child Care

State of 1.ouisiana Dept. of Education - Desi Flo Food

Statc of Louisiana Dept. of Social Services - Desi Flo Project Independence
[LA Governor's Office of Urban Affairs - Housing Council & Development

The above funding sources represented sixteen percent (16%) of funding reccived by the
organization 1 the ycar ended December 31, 1999,

11
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DESIRE COMMUNITY HOUSING CORPORATION
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the year ended December 31, 1999

FEDERAL
CFDA
PROGRAM ITILE NUMBER EXPENDITURES

U.S. DEPARTMIENT OF AGRICULTURE

Passed through the State of Louisiana’s
Department of Education:

Food istribution 10.550 $ 59,512

U.S. DEPARTMIENT OF HEALTH &
HUMAN SERVICES

Passed through the State of Louisiana’s
Department of Social Services:

Chiid Care Services 93.600 14,602
Project Independence 93.600 __3.591]

TOTAL U.S. DEPARTMENT OF
HIZALTH & HUMAN SERVICES b 18,193

U.S. DEPARTMENT OF HOUSING
AND URBAN DEVELOPMENT

Passed through the City of New Orleans
Community Develoepment Block Grant
Program lintitlement Grants 14.218 436,788
Home Investment Parinerships Program 14.239 572,536

Passed through the Housing Authority of New Orleans
Section 8 Community Investment 14,190 251,278

TOTAL US. DEPARTMENT OF
FTOUSING AND URBAN
DEVELOPMENT 1,260,602

TOTAL EXPENDITURES OF FEDERAI. AWARDS $ 1,338,307

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

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

12
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CHARMAINE PHILIPS PLATENBURG

Certified Public Accountant
mmm

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

To the Board of Directors of
Desire Community Housing Corporation

] have audited the financial staiements of Desire Community Housing Corporation (a non-profit
corporation) as of and for the fiscal year ended December 31, 1999, and have 1ssucd my rcport
thereon dated November 3, 2000. I conducted my audit in accordance with generally accepted
auditing standards and the standards applicable to financial audits contained m Governmental
Auditing Standards, 1ssued by the Comptroller General of the United States.

Compliance

As part of obtlaining reasonable assurance about whether Desire Community Housing Corporation’s
financial statements are free of material misstatement, I performed tests of 1ts compliance with certain
provisions of laws, regulations, contracts, and grants, noncompliance with which could have a direct
and material cffect 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, I do
not express such an opinion. The results of my tests disclosed an instance of noncompliance that 1s
requircd to be reported under Governmental Auditing Standards and which 1s described 1n the
accompanying Schedule of Findings and Questioned Costs as item 99-1,

Internal Control Over Financial Reporting

In planning and performing my audil, I considered Desire Community Housing Corporation’s
intcrnal control over financial reporting in order to determine my auditing procedurcs for the purpose
of expressing my opinion on the financial statements and not to provide assurance on the internal
control over financial reporting. However, I noted certain matters involving the internal control over
financial reporting and its operation that I consider to be reportable conditions. Reportable conditions
involve matters coming to my attention relating to significant deficiencies in the design or operation
of the internal control over financial reporting that, in my judgement, could adversely affect Desire
Community Housing Corporation’s ability to record, process, summarize, and report financial data
consistent with the assertions of management in the financial statements. The reportablc condition is
described in the accompanying Schedule of Findings and Questioned costs as item 99-1,

A matcrial weakness is a condition in which the design or opcration of one or more of the internal
control components does not reduce to a relatively low level the nisk that misstatements in amounts
that would be material in relation to the financial statements being audited may occur and not be

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



‘ ‘deteeted within a timely period by the employces in the normal course of performing
their assigned functions. My consideration of the internal control over financial reporting
would not nccessarily disclose all matters 1 the internal control structure that might be
reportable conditions and, accordingly, would not necessarily disclosc all reportable
conditions that are also considered 1o be material weaknesses. However, 1 consider the
reported condition described above as item 99-1 to be a material weakness.

This report is intended solely for the information of the audit commitice, management,
and federal awarding agencies and pass-through entities. However, this report is a matter
of publhc record and its distribution is not limited.,

.r-: - .f
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Charmaine Philips-Platenburg, CPA

New Orleans, LA
November 3, 2000

CHARMAINE PHILIPS-PLATENBURG
e R S EE AN N

Certified Public Acconntant

1340 Poydras Street * Suite 2130 21
New Orleans, LA 70112
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CHARMAINE PHILIPS PLATENBURG

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

To the Board of Dirgctors of
Desire Communily Housing Corporation

Compliance

I have audited the compliance of Desire Community Housing Corporation 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 for the
fiscal ycar cnded December 31, 1999. Desirc Community Housing Corporation's major federal
programs arc identified in the summary of auditor’s results section of the accompanying Schedule of
Findings and Questioned Costs. Comphance with the requirements, laws, regulations, contracts and
grants applicable to cach of its major federal programs is the responsibility of Desire Community
Housing Corporation’s management. My responsibility 1s to express an opinion on the
Orgamzation’s compliance based on my audit.

I conducted my audit of compliance in accordance with generally accepted auditing standards; the
standards applicable to financial audits contained in Governmental Auditing Standards issucd by the
Comptroller General of the Umited States; and OMB Circular A-133, “Audits of States, Local
Governments, and Non-Profit Organizations.” Those standards and OMB Circular A-133 require
that 1 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 fcderal program occurred. An audit includes examining, on a test basis, evidence aboult
Desirc Community Housing Corporation’s compliance with those requirements and performing such
other procedures as I considered necessary in the circumstances, 1 believe that my audit provides a
rcasonable basis for my opinion. My audit does not provide a legal dectermination of Desire
Community Housing Corporation’s compliance with those requirements.

As described m ilem 99-1 in the accompanying Schedule of Findings and Questioned Costs, Desire
Community Housing Corporation did not comply with the requirement regarding Reporting, that is
applicable to its major federal programs. Compliance with such requirement is nccessary, in my
opimion, for the Organization {0 comply with requirements applicable to that program.

In my opmion, except for the noncompliance described in the preceding paragraph, Desire
Community Housing Corporation complied, in all material respects, with the requirements rcferred to
above that are applicable to cach of its major federal programs for the fiscal year cnded December 31,
1999.

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



! " Internal Control Over Compliance

The management of Desire Community Housing Corporation is responsible for
cstablishing and maintaining effective internal control over compliance with laws,
regulations, contracts, and grants applicable to federal award programs. In planning and
performing my audit, 1 considered Desire Community Housing Corporation’s internal
control over compliance with requirements that could have a direct and matcrial effect on
a major federal program m order to determine my auditing procedures for the purposc of
cxpressing my opmion on compliance and to test and report on nternal control over
comphiance m accordance with OMB Circular A-133.

I noted certaimn matters mnvolving the internal control over compliance and its operation
that I consider 1o be reportable conditions. Reportable conditions invoive matters coming
to my attention relating to significant deficiencies in the design or opcration of the
micrnal control over comphance that, in my judgement, could adverscly aficct Desire
Community Housing Corporation’s ability to administer a federal program in accordance
with the applicable requircments of laws, regulations, contracts, and granis. The
reportable condition 1s described in the accompanying Schedule of Findings and
Questioned Costs as item 99-1.

A malterial weakness is a condition 1 which the design or operation of one or morc of the
internal control components does notl reduce to a relatively low level the risk that
noncomphance with the applicable requirements of laws, regulations, contracts, and
grants that would be material 1 relation to a major federal program being audited may
occur and not be detected within a timely period by employees 1n the normal course of
performing thair assigned functions. My consideration of the internal control over
compliancce 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 arc also considered to be material weaknesses. However, 1 considered the
reportable condition described above as item 99-1 to be a material weakness.

This report 1s intended for the information of the audit committee, management, and
{fcderal awarding agencies and pass-through entities. However, this report 1s a matier of
public record, and its distribution is not limited.
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Charmainc Philips-Platenburg, CPA

Ncw Orlcans, 1A
Novembcer 3, 2000

CHARMAINE PHILIPS-PLATENBURG
KRS

I ST S

Certified Public Accountant
12340 Poydras Sucet + Suie 7130 23
New Orleans, LA 7011
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DESIRE COMMUNITY HOUSING CORPORATION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the year ended December 31, 1999

SUMMARY OF AUDIT RESULTS

- —

‘o)

9.

[ S —

A qgualified opinion was issucd on the financial statements of the auditce.

A reportable condition in internal control was disclosed by the audit of the financial
statements and the condition was deemed to be a material weakness.

The audit disclosed an instance of noncompliance that may bc material to the
financial statcments of the audi.

A reportable condition 1n internal control over major programs was disclosed by the
audit and the condition was deemed to be a material weakness.

A qualified opinion was 1ssucd on compliance for major programs.

The audit findings required to be reported under Section S10(a) of Circular A-133 are
reported in Part C of this schedule.

The major program for the year ended December 31, 1999 consists of the following:

Home Investment Partnership Program CFIDA No. 14.239
Community Development Block Grant CFDA No. 14,218

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

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

24
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99-1.

DESIRE COMMUNITY HOUSING CORPORATION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS-CONTINUED

For the year ended December 31, 1999

FINDINGS-FINANCIAL STATEMENTS AUDIT

Audit Requirements

Statement of Condition:
The Organization did not have an audit of their financial statements completed in a timely
Manncr.

Critena:
State of Louisiana requires the audit to be completed by June 30, 2000.

Effect of Condition:
Orgamzation was not in compliance with andit requirements established by the State of
I.owisiana's Office of Legislative Auditor.

Questioned Costs:
Nong

Cause of Condition:
Financial statements werc not readily available for examination,

Recommendation:

Audit of financial statements should be performed in accordance with regulations
cstablished by regulatory agencies. The financial staterments and all supporting
schedules should be made available to the auditors in a timely manner.,

Response:
See corrective actlion plan.

25



99-1,

DESIRE COMMUNITY HOUSING CORPORATION
SCHEDUILE OF FINDINGS AND QUESTIONED COSTS-CONTINUED

For the vear ended December 31, 1999

FINDINGS AND QUESTIONED COSTS-MAJOR FEDERAI. AWARD
PROGRAMS AUDIT

Audit Requirements

Statement of Condition:
The Organization did not have an audit of their {inancial statements completed in a timely
manner.

State of Louisiana requires the audit to be completed by June 30, 2000.

Effect of Condition:
Organization was not in compliance with audit requirements established by the State of
Louisiana's Office of Legislative Auditor.

Quecstioned Costs:
None

Causc of Condition:
Financizl statements were not readily available for examination.

Recommendation:
Audit of financial statements should be performed in accordance with regulations
cstablished by regulalory agencies. The financial statcments and all supporting

schedules should be made available to the auditors 1n a timely manner.

Responsc:
Sce corrective action plan.

20



DESIRE COMMUNITY HOUSING CORPORATION
SCHEDULE OF PRIOR YEAR AUDIT FINDINGS

IFor the year ended December 31, 1999

Reportable Conditions Resolved  Unresolved
Accounting System X
Contracts Receivable X
Mortgages X
Provision for 1.0an L.osses X
Genceral Ledger X
Omutted Transactions X
Audit Reguirement X
Cash Balances X

Currcnt Findings

MLC

99-1

27



CHARMAINE PHILIPS PLATENBURG

Certified Public Accountant
!/ /' ! |

To the Board of Directlors of
Desire Community Housing Corporation

In planning and performing my audil of the financial statements of Desire Community Housing
Corporauon {(thc Organization) for thc ycar cnded December 31, 1999, 1 considered the
Organization’s internal control structurce to detcrmine my auditing procedures for the purpose of
expressing an opimon on the financial statements and not (o provide assurance on internal control
structure.

However, during my audit, 1 noted certain matters involving the internal control structure and other
operational matters that are presented for your consideration. My comments and recommendations,
all of which have been discussed with the appropriate members of management, arc intended 1o
improve the internal control structure and/or enhance other operating efficiencics. 1 will be pleased
to discuss thesc comments i further detail at your convenience, to perform any additional studics of
these matters, or 1o assistl you in implementing the recommendations. My comments are
summatized as follows:

Current Y car Findings
Bank Reconciliation

It was discovered that during the testing of cash that the balance of some of the bank reconciliations

did not agree {6 the cash balance in the general ledger. 1t was also noted that the bank
reconciliations were prepared using a different accounting software program, To reduce the risk of
crrors going undetected, management should review supplementary reports and agree such reports
to the financial statements before the financial statements are approved. In addition, management
may considcr preparing bank reconciliations from the same accounting program.

Excess Costs
It was noted during our comparison of budgeted expenditurcs to actual expenditures that the

organization claimed expenses that were not listed on the approved budget. The following is a
listing of thosc costs:

CDBG ROC4
Janitorial & Cleaning $ 526.83 $  0.00
Repairs & Mamtenance 0.00 79.51
Computer Scrvices 474.27 0.00
Credit Reports 0.00 870.19
Bank Fces 78.17 102.26
Total $1.079.27 $1.051.96

Management should review all costs before they are incurred to determine whether the cost i1s
allowablc for a particular program.

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

It was noted that the orgamization changed accounting software programs. However, the
organization did not update its accounting procedure manual to accommodate the change in
accounting programs. Management should make the necessary changes to the accounting
procedurc manual to reflect any new procedures that are performed utilizing the new accounting
program.

Organizational Structure

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

I would hkc to thank Mr. Wilbert Thomas, Sr. and his staft for thcir support and assistance
during my audit.

This report is intcnded solely for the mformation and use of the Board of Direclors, management,
City of New Orleans, Department of Housing and Neighborhood Devclopment, U. S.
Department of Housing and Urban Development and other local regulatory agencics.
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Charmainc Phalips-Platenburg, CPA

New Orleans, 1.A
November 3, 2000

RN RN N
Certified Public Accountant
1340 Poydras Soect » Suite 213
New Orleans, 1LA 70112

CHARMAINE PHILIPS-PILLATENBURG
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November 30, 2000

Charmaine Platenburg-Phillips, CIPA

NEW {‘E’l’tl,.‘Eﬁl‘:iSi l_;ﬂ . Z_ﬂ'l 9(.'5 ©@44-2727

TDD: 1-B00-545-1833 Ext. 244
Fax: (604) 9450484

1340 Poydras Street - Ste 2130
New Orleans, Louisiana 70122

RIE:  Item # 99-2 (Timely Submission of the Audit)
Dear Ms. Phillips:

The following comments represent my Corrective Action Plan for the December 31, 1999
Amnual Audit,

While it is our responsibility 1o ensure that our Audit is completed within the six (6) months
allowed, there were circumstances which occurred during 1999 that prevented this requirement
from being met,

lirst of all, there were problems with the old accounting system (wWhich we were aware of) that
were not corrected within a time frame to allow the Financial Statemenis and subsequently the
Audit 1o be completed in a timely manner.

Secondly, the old system dropped transactions at random and for this reason a new software
package was purchased in 1999. Iurther clerical accounting problems occurred in the
transferring of information from the old system to the new sysfem.

[<inally, the Accounting Department experienced turnover in key accomning personnel during
the transition of data to the new system, as well as during the performainice of the audit. Nofte.
all turnovers were initiated by the management of Desire and not by the accounting staff
themselves.

In 1999, ninety (90%) percent of the accounting information had to be re-entered into the new
accounting system. During the 2000 calendar year all source transaction have been entered
inio the new sysiem without any problems. 1herefore, we anticipate timely submission of future
audit reports unless we incur some catastrophic occuirence beyond our control
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Accounts Payable:  The problem with accounts payable occurred due to inter-compaiy
borrowing and coding errors. Iailure to properly monitor the accounts payable balances on
a momthly basis lead to incorrect recording in the accownts payable account.

As stated previously, the old Accounting Personnel have been relieved of their duties and new
staff is in place in the Accounting Department. Monthly financial statements will be reviewed
by the Lxecutive Staff to ensure that Financial Statements are accenrate and corrections are
made timely.

Management’s Conunents to Management Comnients

Bank Reconciliation

[ he bank reconciliation problem discovered during the audit is no longer a problenm at DCHC,
{he bank accourts are reconciled within the accounting software system arnid reviesed by the
contractiual CPA on a monthly basiy.

Fxcess Costs

1he costs noted in the management letter were not claimed for reimbursement.
[he coding of these costs need 10 be reclassified ro another program per gencral ledger
coding. here were no costs claimed that were not on the budget.

Accounting Procedures

Lhe comtractual accountant is i the process of updating the accounting manual for the new
software system. This task should be completed by December 31, 2000.

Organizational Structure

lThe accounting department at DCHC is the largest its ever been. The costs of  adding
additional staff cannot be acconmodated at this time with our present funding.  We will
confine (o evaluale the staffing reqidrements of the accounting departinent cnd address those
needs as funding becomes available.

Sincerely,
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Wilhert Thomas, Sr.
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