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Member American Institute of Certified Public Accountants Society of Louisiana Certified Public Accountants 

E 

To the Board of Commissioners Housing Authority of the City of Denham Springs Denham Springs, Louisiana 

Michael a. Bruno, CPA Alcide J. Tervalon, Jr., CPA Waldo J. Moret, Jr., CPA Paul K. Andoh, Sr., CPA 

We have audited the acc.ompanying financial statements of the Housing Authority of the City of Denham Springs (HACDS), as of and for the year ended September 30, 2003, as listed in the Table of Contents. These financial statements are the responsibility of HACDS's management. Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of HACDS, as of September 30, 2003, and the results of its operations and cash flows for the year then ended in conformity with accounting principles generally accepted in the United States of America. 

4298 ELYSIAN FIELDS AVENUE, NEW ORLEANs, LA 70122 (504) 284-8733 FAX (504) 284+8296 E-MAIL: brunterv@btcpas.com 



ENT AUDITORS' (CONTINUED) 
To the Board of Commissioners Housing Authority of the City of Denham Springs Denham Springs, Louisiana Page 2 

In accordance with Government Aud#ing Standards, we have also issued our report dated March 12, 2004, on our consideration of HACDS's internal control over financial reporting and on our tests of its compliance with certain provisions o flaws, 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 our audit. Also, this report contained an instance of noncompliance and reportable conditions. 

BRUNO & TERVALON LLP CERTIFIED PUBLIC ACCOUNTANTS March 12, 2004 

JBruno a Tervalon 



HOUSING AUTHORITY OF THE CITY OF DENHAM SPRINGS DENHAM SPRINGS, LOUISIANA BALANCE SHEET--ENTERPRISE FUND SEPTEMBER 30, 2003 

ASSETS Cash (NOTE 2) Amounts receivable (NOTE 6) Prepaid expenses Investments (NOTE 4) Land, structures and equipment, net (NOTES 3,5 AND 11) Total assets 
Liabilities: Amounts and other payable Compensated absences payable Security deposits held for tenants (NOTE 2) Accrued payment in lieu of taxes Total liabilities Equity: Contributed capital (NOTE 5) Retained earnings: Unreserved retained earnings Total equity 

Total liabilities and equity 

$153,959 57,518 7,151 133,987 552,713 

$ 9,141 10,307 5,325 8,315 
33,088 
626,026 
246,214 872,240 $905,328 

The accompanying notes are an integral part of these financial statements 



HOUSING AUTHORITY OF THE CITY OF DENE[AM SPRINGS DENHAM SPRING, LOUISIANA STATEMENT OF REVENUES, EXPENSES AND CHANGES IN RETAINED EARNINGS--ENTERPRISE FUND FOR THE YEAR ENDED SEPTEMBER 30, 2003 
Operating Revenues: Dwelling rental Fees and charges Total operating revenues Operating Expenses: Salaries and employee benefits Repairs and maintenance Contractual services Utilities Depreciation Insurance Housing assistance payments Payment irtlieu of taxes Convention and travel Tenant services General 
Operating loss Total operating expenses Non-operating Revenues Grants and subsidies Interest income Other Total non-operating revenue Net loss before other financing sources (uses) Other financing sources (uses) Operating transfer in Operating transfer out Net loss Retained earnings, beginning of year Retained earnings, end of year 

93,852 4,296 98,148 
103,307 8,095 31,766 11,093 95,285 20.250 404,232 8,315 8,108 1,751 15~955 708,157 (610,009) 
560,664 3,684 4,019 568,367 (41,642) 
7,655 (7~655) (41,642) 
_ 287,856 $ 246,214 

The accompanying notes are an integral part of these financial statements. 



Operating loss 

HOUSING AUTHORITY OF THE CITY OF DENHAM SPRINGS DENHAM SPRINGS, LOUISIANA STATEMENT OF CASH FLOWS--ENTERPRISE FUND FOR THE YEAR ENDED SEPTEMBER 30, 2003 

Adjustments to reconcile operating loss to net cash used in operating activities: Depreciation Increase in amounts receivable Increase in prepaid expenses Decrease in amounts and other payable Increase in compensated absences payable Increase in security deposits held for tenants Increase in accrued payment in lieu of taxes Net cash used in operating activities 
Cash Flows from Investing Activities: Interest received Purchase of investments Net cash used in investing activities 
Cash Flows from Noncapital Financing Activities: Subsidies from Federal grants Other Cash provided by noncapital financing activities 
Cash Flows from Capital and Related Financing Activities: Acquisition of fixed assets Other changes Net cash used in capital and related financing activities 

Net decrease in cash Cash, beginning of year Cash, end of year 
Interest paid for the fiscal year ended September 30, 2003 

$(610,009) 
95,285 (14,222) (3,390) (22,071) 818 175 8,31.5 
3,684 (133,987) (130,303) 
560,664 4,019 564,683 
(45,615) 3,225 (42,390) (153,109) 307,068 
$ -0- 

The accompanying notes are an integral part of these financial statements 



HOUSING AUTHORITY OF THE CITY OF DENHAM SPRINGS DENHAM SPRINGS, LOUISIANA NOTES TO THE FINANCIAL STATEMENTS 

NOTE 1 - Background and General Data 
The Housing Authority of the City of Denham Spring (HACDS) is a public corporation, legally separate and fiscally independent and governed by a Board of Commissioners. Under the United States Housing Act of 1937, as amended, the U.S. Department of Housing and Urban Development (HUD) has direct responsibility for administering housing programs. HACDS has been contracted by HUD to administer the Low-Rent and Housing Choice Voucher Program respectively under Annual Contributions Contracts. As of September 30, 2003, HACDS was primarily engaged in the administration of Low-Rent and Housing Choice Voucher Programs to low- income residents in Denham Springs, Louisiana. Under the Low-Rent Program, HACDS provides eligible families housing under leasing arrangements. For the Housing Choice Voucher Program, HACDS provides funds in the form of rental subsidies to owners on behalf of the tenants. 
HACDS has the power to sue and be sued, and make rules and regulations for its own government consistent with the laws of the State of Louisiana and the City of Denham Springs. 
Government Accounting Standards Board (GASB) Statement No. 14, "Financial Reporting Entity" established standards for defining and reporting on the financial entity. GASB 14 indicates that the focal point for identifying the financial reporting entity is the primary government, which is considered to be any state government or general purpose local government or a special- purpose government that meets all of the following criteria: a) has a separately elected guveming body; b) is legally separate; and c) is fiscally independent of other state and local governments. 



HOUSING AUTHORITY OF THE CITY OF DENHAM SPRINGS DENHAM SPRINGS, LOUISIANA NOTES TO THE FINANCIAL STATEMENTS, CONTINUED 

NOTE 1 - Ra~(~ro11Tlfl ~ncl ~n~r~l T3.t~ Continued 
Continued HACDS was established as a separate, legal entity with a governing board which is separate and independent of any other governmental "reporting entity" as defined by GASB 14. Accordingly, management has concluded that HACDS is a financial reporting entity within the meaning of the provisions of GASB 14. 

As required by Louisiana State Reporting Law (LSA-RS 24:514) and HUD regulations, the financial statements are presented in accordance with accounting principles generally accepted in the United States of America. The accounts of HACDS are accounted for under the proprietary fund. Accordingly, the accompanying financial statements have been prepared in conformity with accounting principles generally accepted in the United States of America applied to govemmental units. Proprietary_ Fund Type - Proprietary fund is accounted for on the flow of economic resources measurement focus and use the accrual basis of accounting. Under this method, revenues are recorded when earned and expenses are recorded at the time liabilities are incurred. HACDS applies all applicable FASB pronouncements in accounting and reporting for its proprietary operations. HACDS's proprietary fund include the following type: Enterprise Fund 7 Enterprise fund is used to account for those operations that are financed and operated in a manner similar to private business or where the Board has decided that the determination of revenues earned, costs incurred and/or net income is necessary for management accountability. 



HOUSING AUTHORITY OF THE CITY OF DENHAM SPRINGS DENHAM SPRINGS, LOUISIANA NOTES TO THE FINANCIAL STATEMENTS, CONTINUED 

NOTE 1 - Continued Under the provisions of GASB 33 (Accounting and Financial Reporting for Non-Exchange Transactions) effective for fiscal years that began after June 15, 2000, HACDS recognizes assets, liabilities, revenues and expenses under its government-mandated and voluntary non-exchange transactions as follows: ~ HACDS recognizes assets and liabilities when all applicable eligibility requirements are met or resources received whichever is first; ~ Revenue and expenses are recognized when all applicable eligibility requirements are met; For transactions with time requirement(s), resources received prior to the satisfaction of the time requirement(s) are recorded as deferred revenue; and ~ Transactions with no time requirement(s) are recorded by HACDS as revenue upon award. 
HACDS prepares an annual budget for its proprietary fund. Prior to the beginning of the fiscal year October 1, the annual budget is approved by the Board of Commissioners. Also, budgetary amendments require approval by the Board. HACDS does not present its budget to actual comparison for the enterprise fund as part of its financial statement as accounting principles generally accepted in the United States of America do not require such, despite adoption of an annual budget by the Board. 



HOUSING AUTHORITY OF THE CITY OF DENHAM SPRINGS DENHAM SPRINGS, LOUISIANA NOTES TO THE FINANCIAL STATEMENTS, CONTINUED 

NOTE 1 - Background and General Data, Continued Estimates The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America, requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates. 
Statement of Cash Flows For purposes of the statement of cash flows, HACDS considers all highly liquid investments with an original maturity of ninety (90) days or less when purchased to be cash and temporary cash investments. Land. Structures and Eauiomen Land, structures and equipment are recorded at cost. Donated assets are valued at estimated fair value on the date donated. When assets are retired or otherwise disposed of, any resulting gain or loss is reflected in income for the period. The costs of normal maintenance and repairs that do not add to the value of an asset or materially extend the asset's life are not capitalized in the enterprise fund. 



HOUSING AUTHORITY OF THE CITY OF DENHAM SPRINGS DENHAM SPRINGS, LOUISIANA NOTES TO THE FINANCIAL STATEMENTS, CONTINUED 

NOTE 1 - Backm'ound and General Data. Continued Land. Structures and Eauioment. Continued Structures and equipment with a cost of $1,000 or more are capitalized and are depreciated in the enterprise fund of HACDS using the following estimated useful lives: 

Building Building improvements Equipment 

Estimated Useful 
33 15 3-7 

HACDS follows Louisiana Civil Service regulations for accumulated annual and sick leave. Under those regulations, employees may accumulate up to three hundred (300) hours of annual leave which may be received upon separation. Sick leave hours accumulate, but the employee is not paid for them if not used by his/her separation date. The cost of current leave privileges computed in accordance with GASB Codification Section C60, is recognized as a current-year expense inthe enterprise fund when leave is earned. 
All interprogram transactions, except quasi external transactions, advances and reimbursements are reported as transfers. Nonrecurring and permanent transfers of equity are reported as residual equity transfers. All other interprogram transfers are reported as operating transfers and recognized at the time the underlying event occurs. Interprogram activities are netted at the combined fmancial statements level. 
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HOUSING AUTHORITY OF THE CITY OF DENHAM SPRINGS DENHAM SPRINGS, LOUISIANA NOTES TO THE FINANCIAL STATEMENTS, CONTINUED 

NOTE 1 - Continued 
HACDS formed in April 2000, a nonprofit organization to further its provision of low income housing activities. The organization has been dormant since its inception and its completed application for a 501(c)3 exemption status is currently outstanding. Total Memorandum Only The total column on the accompanying combining financial statements are captioned "memorandum only" to indicate that they are presented only to facilitate financial analysis. Such data is not comparable to a consolidation. Interfund eliminations have not been made in the aggregation of this data. NOTE 2 - Cash: At September 30, 2003, HACDS's cash consisted of the following 
Description Cash and Money Fund Cash and Money Fund Cash and Money Fund Cash Total 

Carrying Approximate Rate(%) Value Market Value 
.90 .50 .30 N/A 
$107,353 7,567 1,321 37,718 

$107,353 7,567 1,321 37,718 
Under state laws, these deposits must be secured by federal deposit insurance or the pledge of securities owned by the fiscal agent bank. The market value of such pledged securities and/or federal deposit insurance must equal or exceed the amount on deposit with the fiscal agent. These securities are held by the fiscal agent bank in the name of HACDS. 



HOUSING AUTHORITY OF THE CITY OF DENHAM SPRINGS DENHAM SPRINGS, LOUISIANA NOTES TO THE FINANCIAL STATEMENTS, CONTINUED 

NOTE 2 - Cash, Continued: 

NOTE 3 - 

At September 30, 2003, the carrying amount of HACDS's cash deposits was $153,959 and the cumulative banks balance was $174,047. The bank balances are covered by federal depository insurance and/or collateral held by the pledging institutions' agent in HACDS's name. Cash is categorized as Category 1. Category 1 represents cash insured or collateralized with securities held by the pledging financial institution's trust department or agent in HACDS's name. Included in cash is $5,325 of tenant security deposits 
At of September 30, 2003, land, structures and equipment consisted of the following: 

Land Buildings and building improvements Equipment Construction in progress Sub-total Less accumulated depreciation 
Total 

Balance, As Previously Reported Balance September 30, Other September 30, 2002 Additions ~ 2003 $ 17,200 $ -0- $ -0- $ 17,200 2,671,975 -0- 102,886 12,279 -0- 33,336 (6,211) 2,665,764 2,986 118,151 -0- 33,336 2,792,061 45,615 (3,225) 2,834,451 
(2,186,453) (95,285) 



HOUSING AUTHORITY OF THE CITY OF DENHAM SPRINGS DENHAM SPRINGS, LOUISIANA NOTES TO THE FINANCIAL STATEMENTS, CONTINUED 

At September 30, 2003, investments consisted of certificates of deposit with interest and maturities as follows: 
Description Carrying Approximate Interest Value Market Value Rate (%) Maturity Certificate of deposit $ 33,577 Certificate of deposit 71,756 Certificate of deposit 28,654 $ 33,577 71,756 28,654 .89 10/20/03 2.13 09/12/04 1.10 11/17/03 
The investments are covered by federal depository insurance and/or collateral held by the pledging institution's agent in HACDS's name. 
At September 30, 2003, contributed capital consisted primarily of reclassification of HUD guaranteed debt previously recorded on the books of HACDS, payable byHUD and secured by annual contributions. The debt does not constitute an obligation of HACDS and accordingly has not been reported in the accompanying financial statements. Contributed capital also includes the net of accumulated expenses, grants and subsidies of HACDS. An analysis of contributed capital follows: Balance, As Previously Reported October 1, 2002 Net Additions 

$-0- 
Balance September 30, 2003 



HOUSING AUTHORITY OF THE CITY OF DENHAM SPRINGS DENHAM SPRINGS LOUISIANA NOTES TO THE FINANCIAL STATEMENTS, CONTINUED 

NOTE 6 - Amounts Receivable At September 30, 2003, amounts receivable consisted of the following Amounts receivable - HUD Amounts receivable - tenants Amounts receivable - other Sub -total Less: allowance for doubtful accounts Total 

$46,752 276 10,490 57,518 
-0- 
$57,518 

HACDS participates in a defined contribution plan through the Louisiana Housing Council Group Retirement Plan. The Housing Authority of the City of Denham Springs' Plan is authorized and may be amended by the Board of Commissioners. 
Funding for the plan is through a contribution of 8% and 6% by HACDS and its employees, respectively. The contribution amount is based on the employee's base salary each month. 

14 



HOUSING AUTHORITY OF CITY OF DENHAM SPRINGS DENHAM SPRINGS LOUISIANA NOTES TO THE FINANCIAL STATEMENTS, CONTINUED 

NOTE 7 - Retirement System, Continued: 
HACDS's gross payroll for participating employees for the year ended September 30, 2003, was $81,340. HACDS and employee contributions made using base salary amounted to $4,760 and $4,636, respectively. 

HACDS is exposed to various risks of loss related to torts, theft, damage to and destruction of assets for which HACDS carries commercial insurance. Liabilities are reported when it is probable that a loss has occurred and the amount of the loss can be reasonably estimated. 
NOTE 9 - Concentration of Credit Risk HACDS receives primarily all of its revenues from dwelling rentals and HUD. If the amount of revenues received from both dwelling rentals and HUD falls below contract levels, HACDS's operating results could be adversely affected. 

HACDS is subject to possible examinations by regulatory agencies who determine compliance with laws and regulations governing grants provided to HACDS. These examinations may result in required refunds by HACDS to the agencies and/or program beneficiaries. At September 30, 2003, HACDS is involved in a litigation with a former tenant. At September 30, 2003 and March 12, 2004, it is the opinion of HACDS's attorney that HACDS's exposure, if any, is undeterminable. 



HOUSING AUTHORITY OF THE CITY OF DENHAM SPRINGS DENHAM SPRINGS LOUISIANA NOTES TO THE FINANCIAL STATEMENTS, CONTINUED 

At September 30, 2003, HACDS, has executed agreements with HUD totaling $243,221 for various modernization projects in progress. Balance of funds remaining at September 30, 2003, was $201,930. 

HACDS shares its main office building with an entity for which a member of management for HACDS is a hired consultant. As further discussed in Finding Number 2002-02, there is no formal agreement regarding the use of the building and facilities. At September 30, 2003, we are unable to determine the value of the facilities and related services, as applicable provided by either party. 



SUPPLEMENTARY INFORMATION 



Member American Institute of Certified Public Accountants Society of Louisiana Certified Public Accountants 

INDEPENDENT AUDITORS' REPORT ON SUPPLEMENTARY INFORMATION 

To the Board of Commissioners Housing Authority of the City of Denham Springs Denham Springs, Louisiana 

Michael B. Bruno, CPA AIcide J. Tervalon, Jc, CPA Waldo J. Moret, Jr., CPA Paul K. Andoh, SG CPA 

Our report on our audit of the financial statements of Housing Authority of the City of Denham Springs (HACDS) appears on page 1. That audit was conducted for the purpose of forming an opinion on the financial statements taken as a whole. The accompanying Schedule of Expenditures of Federal Awards (Schedule I) is presented for purposes of additional analysis as required by U.S. Office of Management and Budget Circular A- 133, Audits of States, Local Governments, and Non-Profit Organizations and is not a required part of the financial statements. The information in the Schedule of Expenditures of Federal Awards has been subjected to the auditing procedures applied in the audit of the financial statements and, in our opinion, is fairly stated in all material respects in relation to the financial statements taken as a whole. 
The supplementary information (Schedules II, III, IV, and V) which is prepared in accordance with accounting principles generally accepted in the United States of America, and is not a required part of the financial statements has been subjected to auditing procedures applied in the audit of the financial statements and, in our opinion, is fairly stated in all material respects in relation to the financial statements taken as a whole. 

17 
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INDEPENDENT AUDITORS' REPORT ON 
(CONTINUED) 

Also, the supplementary information (Exhibits I and II), which is prepared in accordance with accounting principles generally accepted in the United States of America, and is not a required part of the financial statements has been subjected to auditing procedures applied in the audit of the financial statements and in our opinion, is fairly stated in all material respects in relation to the financial statements taken as a whole. 

BRUNO & TERVALON LLP CERTIFIED PUBLIC ACCOUNTANTS March 12, 2004 
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HOUSING AUTHORITY OF THE CITY OF DENHAM SPRINGS DENHAM SPRINGS, LOUISIANA STATEMENT OF CAPITAL FUND PROGRAM-(COMPLETED) From Inception through September 30, 2003 

Funds approved 
Funds expended Excess (deficiency) of funds approved Funds advanced: Grant funding 
Total funds advanced Funds expended Excess (deficiency) of funds advanced 

NOTE 

LA-48P 101501-00 
$ 85,987 
(85,987) $ -0-- 
$ 85,987 85,987 
(85,987) $ -0- 

The costs as shown on the Actual Modernization Cost Certificate for LA48P101501-00 dated March 10, 2003 and submitted to HUD for approval are in agreement with HACDS's records and all cost and liabilities associated with it have been paid. 
See Independent Auditors' Report on Supplementary Information. 
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Member American Institute of Certified Public Accountants Society of Louisiana Certified Public Accountants Michael B. Bruno, CPA Alcide J. Tervalon, Jr., CPA Waldo J. Moret, Jr., CPA Paul K. Andoh, Sr., CPA 

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

To the Board of Commissioners Housing Authority of the City of Denham Springs Denham Springs, Louisiana 
We have audited the financial statements of Housing Authority of the City of Denham Springs (HACDS) as of and for the year ended September 30, 2003, and have issued our report thereon dated March 12, 2004. We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. Compliance As part of obtaining reasonable assurance about whether HACDS's financial statements are free of material misstatement, we performed tests of its compliance with certain provisions o flaws, regulations, contracts and grants, noncompliance with which could have a direct and material effect on the determination of financial statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance that are required to be reported under Govermnent Auditing Standards. 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS (CONTINUED) 

O In planning and performing our audit, we considered HACDS's internal control over financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide assurance on the internal control over financial reporting. However, we noted a certain matter involving the internal control over financial reporting and its operation that we consider to be a reportable condition. A reportable condition involves matters coming to our attention relating to significant deficiencies in the design or operation of the internal control over financial reporting that, in our judgment, could adversely affect HACDS's ability to record, process, summarize and report financial data consistent with the assertions of management in the financial statements. The reportable condition is described in the accompanying Summary Schedule of Findings and Questioned Costs as item 2003-01. 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 amounts that would be material in relation to the financial statements being audited may occur and not be detected within a timely period by employees in the normal course ofperforming their assigned functions. Our consideration ofthe 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 also considered to be material weaknesses. However, we believe that the reportable condition described above is not a material weakness. 
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/NDEPENDENT AUDITORS' REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH (CONTINUED) 

This report is intended solely for the information and use of the Board of Commissioners, HACDS's management, the Legislative Auditor, State of Louisiana and the United States Department of Housing and Urban Development and is not intended to and should not be used by anyone other than those specified parties. Under Louisiana Revised Statute 24:513, this report is distributed by the Legislative Auditor as a public document. 

BRUNO & TERVALON LLP CERTIFIED PUBLIC ACCOUNTANTS March 12, 2004 
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Member American Institute of Certified Public Accountants Society of Louisiana Certified PublJc Accountants Michael B. Bruno, CPA Alcide J. Tervalon, Jr., CPA Waldo J. Moret, Jr., CPA Paul K. Andoh, St., CPA 

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 

To the Board of Commissioners Housing Authority of the City of Denham Springs Denharn Springs, Louisiana 
Compliance We have audited the compliance of Housing Authority of the City of Denham Springs (HACDS) with the types of compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular A- 133 Compliance Supplement that are applicable to its major federal program for the year ended September 30, 2003. HACDS's major federal program is identified in the Summary of Auditor's Results section of the accompanying Summary Schedule of Findings and Questioned Costs. Compliance with the requirements of laws, regulations, contracts and grants applicable to its major federal program is the responsibility of HACDS's management. Our responsibility is to express an opinion on HACDS's compliance based on our audit. We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States of America; the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governments, and Non- Profit Organizations. Those standards and OMB Circular A-133 require that we plan and 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 (CONTINUED) 
perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance requirements previously referred to that could have a direct and material effect on a major federal program occurred. An audit includes examining, on a test basis, evidence about HACDS's compliance with those requirements and performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal determination on HACDS's compliance with those requirements. In our opinion, HACDS complied, in all material respects, with the requirements previously referred to that are applicable to its major federal program for the year ended September 30, 2003. However, the results of our auditing procedures disclosed an instance of noncompliance with those requirements, which is required to be reported in accordance with OMB Circular A-133 and which is described in the accompanying Summary Schedule of Findings and Questioned Costs as item 2003-02. 
rnal uolltrol uver The management of HACDS 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 our audit, we considered HACDS's internal control over compliance with requirements that could have a direct and material effect on a major federal program in order to determine our auditing procedures for the purpose of expressing our opinion on compliance and to test and report on internal control over compliance in accordance with OMB Circular A-133. 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 (CONTINUED) 
We noted a certain matter involving the internal control over compliance and its operation that we consider to be a reportable condition. A reportable condition involves matters coming to our attention relating to significant deficiencies in the design or operation of the internal control over compliance that, in our judgment, could adversely affect HACDS's ability to administer a major federal program in accordance with the applicable requirements of laws, regulations, contracts, and grants. The reportable condition is described in the accompanying Summary Schedule of Findings and Questioned Costs as item 2003-03. A material weakness is a condition in which the design or operation of one or more of the internal control components does not reduce to a relatively low level the risk that noncompliance with the 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 emptoyees in the normal course of performing their assigned functions. Our consideration of the internal control over compliance would not necessarily disclose all matters in the internal control that might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses. However, we believe that the reportable condition described above is not a material weakness. This report is intended solely for the information and use of the Board of Commissioners, ItACDS's management, the Legislative Auditor, State of Louisiana, and the United States Deparlanent of Housing and Urban Development and is not intended to, and should not be used by anyone other than those specified parties. Under Louisiana Revised Statute 24:513 this report is distributed by the Legislature Auditor as a public document. 
BRUNO & TERVALON LLP CERTIFIED PUBLIC ACCOUNTANTS March 12, 2004 
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HOUSING AUTHORITY OF THE CITY OF DENHAM SPRINGS DENHAM SPRINGS, LOUISIANA SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS FOR THE YEAR ENDED SEPTEMBER 30, 2003 

Financial Statements 
Section I - Summary of Auditors' Results 

Type of auditor's report issued 
Internal control over financial reporting: ~ Material weakness(es) identified? * Reportable condition (s) identified that are not considered to be material weaknesses? Noncompliance material to financial statements noted? 

Internal Control Over Major Programs: ~ Material weakness(es) identified? ~ Reportable condition(s) identified that are not considered to be material weakness(es)? 

Unqualified 
No 
Yes 
No 

No 
Yes Type of auditor's report issued on compliance for major programs: Unqualified Any audit findings disclosed that are required to be reported in accordance with section 510(a) of Circular A-133? Yes 



HOUSING AUTHORITY OF THE CITY OF DENHAM SPRINGS DENHAM SPRINGS, LOUISIANA SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS FOR THE YEAR ENDED SEPTEMBER 30, 2003 

Section I - Summary of Auditors' Results, Continued 

Identification of Major Programs CFDA Number 
14.871 

Dollar threshold used to distinguish between type A and type B programs Auditee qualified as low-risk auditee? 
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Name of Federal Pro re'am or Cluster Housing Choice Voucher Program 

$300,000 No 



 
HOUSING AUTHORITY OF THE CITY OF DENHAM SPRINGS DENHAM SPRINGS, LOUISIANA SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED FOR THE YEAR ENDED SEPTEMBER 30, 2003 

Section H - Financial Statement Findings and Questioned Costs 
Reference Number 2003-01 
The management of HACDS is responsible for establishing and maintaining an effective internal control to ensure compliance with board directives, laws, regulations and program requirements. ~ondition The operation of HACDS's internal control over financial reporting exhibited the following deficiencies: 
~ On occasion non-HACDS employees collect rent on behalf of HACDS (HACDS shares office space with another entity). We observed during our audit fieldwork that rent collections held on hand prior to deposit in a financial institution, are not contained in a secured lockbox or drawer at all times. Also, we noted that the drawer used by HACDS has a key to secure it; and ~ Noted that the Voucher Program bank account had several checks written out of numerical sequence. Effect Potential for misappropriation of assets and resulting financial statement misstatement. 
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HOUSING AUTHORITY OF THE CITY OF DENHAM SPRINGS DENHAM SPRINGS, LOUISIANA SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED FOR THE YEAR ENDED SEPTEMBER 30, 2003 

Section II - Financial Statement Findings and Questioned Costs, Continued 
Reference Number, Continued 2003-01 
..C.anse Lack of an effective control system to ensure the completeness and oversight in all aspects of HACDS's internal control. 
Management should re-evaluate its current intemal control with an aim towards improving existing procedures and processes regarding custody of funds, risks associated with the use of non-employees in its rent collection process and accountability in the use of checks in an effort to minimize the potential risk of loss from misappropriation. 
Credit Union employees accept and place in a lock drawer sealed envelopes from tenants who send rent to the PHA's office. The Secretary on the same day writes the receipt after checking each envelope and makes timely deposit. Management did have an employee who worked as a HA Clerk whose job was to collect rents as well as other assigned Section 8 duties. She quit recently and the PHA is in the process of hiring a new employee. Management anticipates filling the vacancy by no later than May 28, 2004. Relative to checks written out of order, the PHA Clerk through error pulled the checks out of order. The checks pulled out of order have been accounted for and a copy of the "missing checks" are part of this response for your review. 
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HOUSING AUTHORITY OF THE CITY OF DENHAM SPRINGS DENHAM SPRINGS, LOUISIANA SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED FOR THE YEAR ENDED SEPTEMBER 30, 2003 

Section III - Federal Award Findings and Questioned Costs 
Reference Number 2003-02 

Housing Choice Voucher Program (See Schedule of Expenditures of Federal Awards) 
Pursuant to the requirements of the Consolidated Annual Contributions Contract and 24 CFR Parts 812, 813,887 and 982, as applicable. Condition Our review often (10) Voucher Program tenant files revealed the following conditions ~ One (1) instance where tenant files examined lacked evidence of"HQS" inspection; and ~ One (1) instance where tenant file examined lacked evidence of Form HUD 9886 release form. 
Questioned Costs None. Effect Noncompliance with the requirements of the Annual Contributions Contract and 24 CFR Parts 812, 813,887 and 982, as applicable. 



 
HOUSING AUTHORITY OF THE CITY OF DENHAM SPRINGS DENHAM SPRINGS, LOUISIANA SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED FOR THE YEAR ENDED SEPTEMBER 30, 2003 

Section III - Federal Award Findings and Questioned Costs, Continued 
Reference Number, Continued 2003-02 
Cause Lack of adequate tenant file documentation system in place 
Management should re-evaluate its current tenant certification and re-certification processes with an aim towards ensuring the completeness of all tenant files. 
Only one (1) file lacked the reviewed evidence of Forrn 9886. It is apparently misfiled as this document is a part of our certification package and is automatically signed by the tenant when being processed. Management will make every effort to prevent such reoccurrence in the future 
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HOUSING AUTHORITY OF THE CITY OF DENHAM SPRINGS DENHAM SPRINGS, LOUISIANA SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED FOR THE YEAR ENDED SEPTEMBER 30, 2003 

Section III - Federal Award Findings and Questioned Costs, Continued 
Reference Number 2003-03 

Low Rent Public Housing Program (See Schedule of Expenditures of Federal Awards) Criteria 
Pursuant to 24CFR parts 85 and 990, Form HUD-52723, (Operating Fund Calculation of Subsidy) must be prepared using information in accordance with HUD prescribed procedures and should be maintained subject to HUD's review and approval. Condition We were unable to perform audit procedures to test the accuracy of Form HUD-52723, "Operating Fund Calculation of Operating Subsidy" because management was unable to provide documentation to support the previous allowable utilities expense level for the year ended September 30,1999. It is our understanding through discussion with management that the information was compiled and maintained by its fee accountant, who was unable to locate the information. Questioned Costs None. 



 
HOUSING AUTHORITY OF THE CITY OF DENHAM SPRINGS DENHAM SPRINGS, LOUISIANA SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED FOR THE YEAR ENDED SEPTEMBER 30, 2003 

Section III - Federal Award Findings and Questioned Costs, Continued 
Reference Number, Continued 2003-03 

Total federal award received for Low Rent Public Housing Program for the year ended September 30, 2003 was $50,773. 
Noncompliance with 24CFR parts 85 and 990 
Lack of an adequate file maintenance system. 
We recommend that management maintain documentation used to support all amounts reported for all prepared and/or submitted reports. 
Management is currently working with its fee accountant to locate the document. Anticipated resolution date is May 28, 2004 
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HOUSING AUTHORITY OF THE CITY OF DENHAM SPRINGS DENHAM SPRINGS, LOUISIANA SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED FOR THE YEAR ENDED SEPTEMBER 30, 2003 

Section IV - Status of Prior Years' Findings and Questioned Costs 
Reference Number 2002-01 

Of the twenty-five tenant (25) files tested twenty-five (25) did not contain properly completed Housing Quality Standards (HQS) inspection forms. 
Ensure that the HQS inspection forms are properly completed including documenting corrective action or deficiencies noted. 
See current year Finding Number 2003-02 
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HOUSING AUTHORITY OF THE CITY OF DENHAM SPRINGS DENHAM SPRINGS, LOUISIANA SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED FOR THE YEAR ENDED SEPTEMBER 30, 2003 

Section IV- Status of Prior Years' Findings and Questioned Costs, Continued 
Reference Number 2002-02 
Condition HACDS owns and operates a central office. LPEA Federal Credit Union (Credit Union) utilizes office space, equipment, and utilities at HACDS's central office without paying rent (services provided by Credit Union staffoffsets rent). The Executive Director of HACDS is also an officer of the Credit Union receiving full time salary from HACDS as well as contract compensation for part of the audit period from the Credit Union. It is our understanding through discussion with management that pending the outcome of the State Ethics Board's report, all compensation has been discontinued. 
Discontinue any relationships that potentially violate state law 
The State Ethics Board is currently reviewing the condition cited above 
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HOUSING AUTHORITY OF THE CITY OF DENHAM SPRINGS DENHAM SPRINGS, LOUISIANA SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED FOR THE YEAR ENDED SEPTEMBER 30, 2003 

Section IV - Status of Prior Years' Findings and Questioned Costs, Continued 
Reference Number 2002-03 

The SEMAP submission to HUD was not supported by documentation to substantiate the responses as follows: 
Indicators 1, 2, 3 and 6 - HACDS does not have adequate documentation to satisfy the audit requirements concerning quality control samples. Indicator 5 - HACDS does not have adequate documentation to satisfy audit requirements concerning a sample of re-inspected units. 

Document quality control samples and re-inspection of units in conformance with federal regulations. 
The PHA's SEMAP submission to HUD was supported by documentation to substantiate its quality control samples. The PHA's Director has directed this PHA's Section 8 program for over 20 years and has never been cited for non-compliance of Quality Control. The PHA is in compliance with all indicators listed in the Audit report. 



 
HOUSING AUTHORITY OF THE CITY OF DENHAM SPRINGS DENHAM SPRINGS, LOUISIANA SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED FOR THE YEAR ENDED SEPTEMBER 30, 2003 

Section IV - Status of Prior Years' Findings and Questioned Costs, Continued 
Reference Number 2002-04 
Condition This audit is being published later than six (6) months of the HACDS's fiscal year end. 
HACDS would be better served if its staff would be more responsive and cooperative during the audit process rather than arguing and objecting to audit inquiries. 
The September 30, 2003 audit report was submitted to the Legislative auditors' office within the submission timeline requirement dictated by LSARS 24:513. 
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HOUSING AUTHORITY OF THE CITY OF DENHAM SPRINGS DENHAM SPRINGS, LOUISIANA SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED FOR THE YEAR ENDED SEPTEMBER 30, 2003 

Section IV- Status of Prior Years' Findings and Questioned Costs, Continued 
Reference Number 2002-05 

Concerning the employment of the Executive Director of the HACDS, the following conditions exist: 
Per Board resolution, 1) the Executive Director position is considered full-time with full-time paid benefits, and 2) the minimum number of hours required is 25 per week. No record of the Executive Director's daily or weekly working time at the HACDS is maintained at all. 

Comply with all Federal and State employment laws and regulations. 
The Auditor sited the PHA for possible violation of the Fair Labor Standards Act (FLSA). The Executive Director is an exempt employee. Because he is management, according to FLSA, he is not subject to this regulation. The PHA has done extensive research on this finding and cannot find where there is any possible violation. The PHA attorney will submit to the Legislative Auditor and HUD information that was received from the U.S. Labor Department which disputes the information contained in the audit relative to FLSA violation. However, the PHA's Director does keep weekly time sheets in response to this audit report. The PHA is seeking a legal opinion regarding this finding. 
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HOUSING AUTHORITY OF THE CITY OF DENHAM SPRINGS DENHAM SPRINGS, LOUISIANA SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED FOR THE YEAR ENDED SEPTEMBER 30, 2003 

Section IV - Status of Prior Years' Findings and Questioned Costs, Continued 
Reference Number 2002-06 

A review of the 2002 MASS submission of HACDS revealed the following conditions Indicator #1 was incorrectly completed. At item V12700, it indicates that HACDS did not lease any units at all during the fiscal year. During the field work management indicated that the HACDS leased 5 units during the fiscal year, in conflict with the submission. Had HACDS not leased any units during the fiscal year the entries to V12400 and V12500 would have been zero instead of 2,648 each. 
HACDS's position is that the 5 units leased during the year were MOD-exempted units until the day that they were leased and that not 1 day was used for Down Time. Make Ready, and Lease Up for any one of the 5 units leased. The PHA entered zeros for V- 12800, V-12900, V-13000 and V-13100. Indicator # 2 states that the PHA expended $50,987 of CFP funds during the fiscal year, whereas the FS and the DCF indicate the amount to be $52,437. The PHA was unable to reconcile the difference. Indicator #4 includes at A10400 that HACDS inspected 44 units (or 100% of non- exempted units) using the Uniform Physical Condition Standards (UPCS) and that none required repairs. 
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HOUSING AUTHORITY OF THE CITY OF DENHAM SPRINGS DENHAM SPRINGS, LOUISIANA SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED FOR THE YEAR ENDED SEPTEMBER 30, 2003 

Section IV - Status of Prior Years' Findings and Questioned Costs, Continued 
Reference Number. Continued 2002-06 
The form that the HACDS used to document the inspections does not appear to use UPCS 
The response at A11600 indicates that 18 buildings (100%) were inspected using UPCS, none requiring repairs. HACDS did not provide any documentation to support this entry. 
None provided in the prior year's audit report performed by another CPA, 
The management of HACDS disagrees with this finding, and is currently under review by HUD. 



HOUSING AUTHORITY OF THE CITY OF DENHAM SPRINGS DENHAM SPRINGS, LOUISIANA EXIT CONFERENCE 

The contents of this report were discussed with management of Housing Authority of the City of Denham Springs and management is in agreement in ali material respects. Those persons that participated are as follows: 

Mr. Fred Banks Executive Director 

Mr. Paul K. Andoh, Sr., CPA, CGFM, MBA 
Mrs. Latona R. Thomas, CPA Mr. Victor Robinson 
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-- Partner 
-- Supervisor -- Senior Accountant 



Member Amedcan Institute of Certified Public Accountants Society of Louisiana Certified Public Accountants Michael B. Bruno, CPA Alcide J. Tervalon, Jr., CPA Waldo J. Moret, Jr., CPA Paul K. Andoh, St., CPA 

To the Board of Commissioners Housing Authority of the City of Denham Springs Denham Springs, Louisiana 
In planning and performing our audit of financial statements of the Housing Authority of the City of Denham Springs (HACDS) as of and for the year ended September 30, 2003, we considered HACDS's internal control to determine our auditing procedures for the purpose of expressing an opinion on the financial statements and not to provide assurance on internal control. However, during our audit, we became aware of certain matters that are opportunities for strengthening internal control and improving operating efficiency. We previously reported on HACDS's internal controlin ourreport datedMarch 12,2004. This letter doesnot affect our report dated March 12, 2004, on HACDS's internal control or its financial statements. We will review the status of these comments during our next audit engagement. We have already discussed these comments and suggestions with management of HACDS, and we will be pleased to discuss these comments in further detail at your convenience, to perform any additional study of these matters, or to assist you in implementing the recommendations. 

4298 ELYSIAN FIELDS AVENUE, NEW ORLEANS, LA 70122 (504) 284-8733 FAX (504) 284-8296 E-MAIL: brunterv@btcpas.com 



(CONTINUED) 
CURRENT YEAR'S COMMENTS 

The following summarizes our comments and suggestions concerning those matters: 
HACDS has an outstanding loan receivable of $9,975 from a related party. As of the date of this letter, there is no executed formal written agreement to document the terms of the loan to include a repayment schedule, interest rate, et cetera. Recommendation We recommend that management of HACDS prepare a written agreement or memorandum of understanding that documents the terms of any advances to the entity from HACDS. In addition this agreement should be ratified by the Board of each entity. 
The HACDS will comply with the Auditor's recommendation within sixty (60) days 
Condition HACDS does not have an outstanding check policy to ensure that all checks outstanding for greater than a specified time period, are researched and resolved as deemed necessary. 
We recommend that HACDS establish the necessary policies and procedures to properly and timely account for all stale dated checks. 



(CONTINUED) 
CURRENT YEAR'S COMMENTS, CONTINUED 

The HACDS will establish a policy that deals with procedures for dealing with stale checks, 
Condition Our review of HACDS's cash disbursement cycle revealed the lack of procedures to ensure the mathematical verification of invoices prior to approval for payment. Furthermore, I-IACDS lacks written procedures to prevent duplicate payment of vendor invoices. Recommendation We recommend that HACDS re-visit with its current cash disbursement procedures to ensure that all invoices are mathematically verified prior to approval for payment and establish procedures to prevent the duplicate payment of invoices. 
HACDS will revise this policy as it relates to current cash disbursement procedures and implement within 60 days. 
Condition The bank account reconciliations and financial statements prepared by HACDS's fee accountant were neither reviewed nor approved by an appropriate member of management. 



NDEPENDENT AUDITORS' COMMENTS TO MANAGEMENT 

Recommendation 

(CONTINUED) 
Current Year's Comments, Continued 

We recommend that management review and approve all work prepared by its fee accountant. 
Management will comply with the Auditor's recommendation within sixty (60) days 
Condition Currently, HACDS does not have an established written policy to facilitate the allocation of shared cost between programs. 
We recommend that management establish a written policy to ensure the accurate allocation of shared cost. 
HACDS will adopt a written policy to deal with this recommendation by no later than May 28, 2004. 



Condition 

(CONTINUED) T 
Current Year's Comments, Continued 

At September 30, 2003, HACDS had cash funds for its "CIAP", Voucher and Low Rent Programs maintained in non-interest earning bank accounts. 
We recommend that management review its cash management policy and consider a policy change that will ensure the maximum earnings on all available funds. 
Management will adjust the recommended accounts and have the Board adopt a policy to deal with this matter by no later than July 30, 2004. 

We wish to thank you and your staff for the support afforded us during our audit This report is intended solely for the information and use of the Board of Commissioners, management, the Legislative Auditor for the State of Louisiana and the United States Department of Housing and Urban Development and is not intended to be and should not be used by anyone other than those specified parties. Under Louisiana Revised Statute 24:513, this report is distributed by the Legislative Auditor as a public document. 
BRUNO & TERVALON LLP CERTIFIED PUBLIC ACCOUNTANTS 
March 12, 2004 


