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MICHAEL B BRUNO CPA 
ALCIDE J ]ERVALON JR CPA 
W~,l DO J MORE 1 JH OPA 

To the Board of Directors 
Neighborhood Housing Services 

of New Orleans , Inc . 

We have audited the financial statements of the Neighborhood 
Housing Services of New Orleans, Inc. (NHSNO-a nonprofit 
organization) as of and for the year ended December 31, 1995, as 
listed in the accompanying table of contents . These financial 
statements are the responsibility of the management OF NHSHO . Our 
responsibiiity is to express an opinion on these financial 
statements based on our audit . 

We conducted our audit in accordance with generally accepted 
auditing standards , Government Audit Standards , issued by the 
Comptroller General of the United States , and the provisions of 
Office of Management and Budget Circu lar A-133 , "Audits of 
Institutions of Higher Education and Other Nonprofit 
Organizations". Those standards and the provisions of OMB Circular 
A-133 require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are 
free of material misstatement . 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 the 
Neighborhood Housing Services of New Orleans, Inc . as of 
December 31 , 1995 and the results of its operations and its cash 
flows for the year then ended in conformity with generally accepted 
accounting principles . 

650 S. PIERCE ST./SUITE 203, NEW ORLEANS, LA 70119 (504) 482-8733 FAX (504) 486-8296 



(CONTINUED) 

To the Board of Directors 
Neighborhood Housing Services 

o f New Orleans , Inc . 
Page 2 

In accordance with Government Auditing 
issued a report dated May 28, 1996 
Neighborhood  Housing Services of New 
control structure and a report dated May 
with laws and regulations . 

Standards , w e have a lso 
on our consideration of 
Orleans , Inc .'s internal 
28 , 1996 on its compliance 

Our audit was made for the purpose of forming an opinion on the 
financial statements taken as a whole . The combining financial 
statements and the schedules listed in the accompanying table of 
contents are presented for purpose of additional analysis and are 
not a required part of the financial statements of Neighborhood 
Housing Services of New Orleans , Inc . Such information has been 
subjected to the auditing procedures applied in the audit of the 
financial statements and , in our opinion , is fairly presented in 
all material respects in relation to the financial statements taken 
as a who le . 

BRU N O &  TERV A LO N 
C ERTIFIED PU BLIC A CCO U N TA N TS 

May 28 , 1996 

B |r~ n ~D CE RTIF I[ D PUBLIC ACCOUNTANTS 

Tervalo n 
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N EIG H BO RH O OD  H O U SING SERV ICES O F N EW  O RLEA N S, IN C . 
STATEM ENT OF FUNCT IONAL EXPENSES 

FOR THE YEAR ENDED DECEM BER 31 , 1995 

EXPENSES 
Salaries and related 

expenses : 
Salaries 
Employee benefits 
Payroll taxes 

SUPPORT 
SERVICES 

MANAGEMENT 
AND 
GENERAL _  

$ 73,983 
6 ,989 
5 ,923 

PR OGR AM ~ERV ICES 

CONSTRUCTION 
MA NAGEMENT 
ASSIS TANCE 

$ 68,987 
6 ,518 

_ 5 ,524 

HOM E 
OWNERSHIP 
AND LENDING 
ASSISTANCE 

$ 59,942 
5 ,663 
4 ,80_ Q0 

TOTAL 
(MEMORANDUM 
ONLY-NOTE 2) 

$202,912 
19 ,170 
16 ,247 

Total salaries 
and related 
expenses 86 .895 8~ ,029 . 70,405 238,329 

Other : 
Bad debt expense 
Advertising 
Insurance 
Maintenance and 

repairs 
office supplies 
Postage and shipping 
Professional fees 
R ent 539 
Te lephone 
Staff training and 

travel 
Foreclosure expense 
Inspection costs 
Pre-development 

expense 
Utilities 
Other expenses 
Housing assistance 

grants 
Deferred loans 

forgiven 

Total other 

- 0- 
176 

2 ,172 

1 ,297 
- 0- 
- 0- 

- 0- 
1 ,832 

626 

- 0- 

- 0-_ 

- 0- 
176 

2 ,172 

269 
9 ,917 
1 ,591 
6 ,880 

538 
2 ,154 

1 ,298 
- 0- 

9 ,000 

- 0- 
1 ,832 

627 

- 0- 

- 0- 

17 ,684 
175 

2 ,173 

269 
9 ,916 
1 ,592 
6 ,879 
1 ,616 
2 ,153 

1 ,298 
15 ,880 

- 0- 

2 ,390 
1 ,832 

627 

30 ,930 

16 ,600 

17 ,684 
527 

6 ,517 

806 
29 ,749 
4 ,774 

20 ,639 

6 ,461 

3 ,893 
15 ,880 
9 ,000 

2 ,390 
5 ,496 
1 ,880 

30 ,930 

16 ,600 

expenses 
before 
depreciation 27,451 36,455 110,936 174,842 

Depreciation expense 2,60Q 

Total expenses $116,946 

_
2 ,600 

$~~9~984 

2 ,600 

$183,941 

7 ,800 

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



N EIG H BO RH O O D  H O U SIN G  SERV ICES O F N EW  O R LEA N S, 1N C . 
COMBINED STATEMENT OF CASH FLOWS 

FOR THE YEAR ENDED DECEMBER 31 , 1995 

Cash flows from Operating Activities : 
Deficiency of revenues over expenses 
Adjustments to reconcile deficiency 

of revenues over expenses to cash 
used in operating activities : 

Deferred loans forgiven 
Bad debt expense 
Depreciation expense 
Decrease in grant receivable 
Increase in other receivables 
Increase in accounts payable 
Decrease in interest payable 
Increase in accrued expenses 
Decrease in construction escrow 
Decrease in client construction 

e s c r o w  

Increase in client insurance escrow 

Net cash used in operating 
activ ities 

Cash Flows From Investing Activities : 
Increase in mortgage loans receivable 
Additions to other real estate owned 
Purchase of property and equipment 

Net cash used in investing 
activities 

Cash Flows From Financing Activities : 
Principal payment on notes payable 
Proceeds from notes payable 
Decrease in due to NHSA 

Net cash provided by financing 
activities 

Decrease in cash 

Cash - beginning of year 

Cash - end of year 

Interest paid in cash during 1995 

$(40,337) 

16 ,600 
17 ,684 
7 ,800 

42 ,082 

(215) 
5 ,456 

(23) 
5O2 

(17,395) 

(54,034) 
344 

(21,536) 

(55,369) 
(22,101) 
f4,707) 

(82,177) 

(4,788) 
85 ,000 

.~17,148) 

63 ,064 

(40,649) 

694,354 

$653,705 

$ -0- 

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



N EIGH BO RH O O D H O U SIN G SERV ICES O F N EW  O RLEAN S, IN C . 
NOTES TO THE FINANCIAL STAT EM ENTS 

NOTE i - Qrganization : 

Neighborhood Housing Services of New Orleans, Inc . 
(NHSNO) is a private, locally funded, nonprofit 501(c)(3) 
corporation which works to revitalize declining 
neighborhoods and provide affordable housing 
opportunities . NHSNO is based on the idea that a 
partnership of local residents, financial institutions , 
businesses , and local government working together can 
stop decline , promote reinvestment , restore pride and 
confidence , re-establish a sense of neighborhood self- 
reliance in the NHSNO neighborhoods and the broader 
community . 

NOTE 2 - Summary of SiGnificant Accountin~ Policies : 

The financial statements of NHSNO have been prepared on 
the accrual basis . The significant accounting policies 
followed are described below to enhance the usefulness of 
the financial statements to the reader . 

To ensure observance of lim itations and restrictions 
placed on the use of resources available to ~ SMO , the 
accounts are maintained in accordance with the principles 
of fund accounting . This is the procedure by which 
resources for various purposes are classified for 
accounting and reporting purposes into funds established 
according to their nature and purpose . Separate accounts 
are maintained for each fund . 

The assets, liabilities , and fund balances of NHSNO are 
reported in self-balancing fund groups as follows: 

General Fund 

The General Fund is used to account for all 
financial resources that are not required to be 
accounted for in another fund . This fund is 
used to pay the cost of the general operations 
of hJ~SNO and certain expenditures that are not 
budgeted or permitted in other programs and/or 
grants . 



N EIGH BO RH O O D H O U SIN G SERV ICES O F N EW  O RLEAN S, INC . 
NOTES TO THE F INANC IAL STATEMENTS , CONT INUED 

NOTE 2 - Summary of Sianificant Accountino Policies , Continued: 

Escrow Fund 

The Escrow Fund is used as a depository for 
construction escrow and insurance escrow . This fund 
is custodial in nature and does not involve 
measurement of results of operations . 

Restricted Funds 

The Restricted Funds represent all programs and 
grants as described below . 

Community Development Block Grant 
Revolvina Loan Fund 

This program represents funds 
established through a grant agreement 
with the City of New Orleans . Annual 
contracts provide funds for NHSNO to 
use for the purpose of prov id ing loans 
to area residents who cannot qualify 
for conventional financing for home 
renovations and acquisitions. 

Neighborhood Reinvestment Corporation 
Fund 

This program represents restricted 
funds established through a grant 
ag reem ent w ith Ne ighb orh ood 
Reinvestment Corporation for the 
purpose of providing loans to 
designated area residents for home 
renovations and acquisitions . 

This program represents funds 
established through a grant agreement 
with the City of New Orleans . Annual 
contracts provide funds for NHSNO to 
use for purposes of providing loans to 

i0 



N EIG H BO RH O O D H O U SIN G SERV ICES O F N EW  O RLEAN S, IN C . 
NOTES TO THE FINANC IAL STATEMENTS , CONT INUED 

NOTE 2 - 

Restricted Fund~, Continued 

, Continued : 

Neighborhood Reinvestment Corporation 

area residents for home renovations 
and acquisitions , and for providing 
home ownership training and housing 
acqu isit ion assistance grants . 
Expenses recorded to this fund 
include those incurred by the program 
and paid from its own funds . 

Neighborhood Housing Services of 
Am~r ~c~ (NHSA ) Fund 

This program represents the activities 
and accounts of NHSA . Through an 
agreement between NHSNO and NHSA (See 
NOTE 3), certain mortgages have been 
sold to NHSA with the loans are being 
serviced by MHSNO . 

Brow n Found at ion 

This program represents the activities 
and accounts of the Brown Foundation . 
Through an agreement with the Brown 
Foundation , loans are serviced by 
NH SNO . 

ODen Door 

This program was established for the 
purpose of providing interim financing 
for home renovations to designated 
area residents who have obtained 
commitments for permanent financing 
from a financial institution . 

II 



N EIG H BO RH O O D H O U SIN G SERV ICES O F N EW  O RLEAN S, IN C . 
NOTES TO THE FINANCIAL STAT EM ENTS , CONT INU ED 

NOTE 2 - ~llmmsrv of Sian~ficant Accounting Policies , Continued : 

Statement of Cash Flows 

For purposes of the statement of cash flows , cash and 
cash equivalents include all items contained in the 
balance sheet caption "cash". 

R ev enu e R ecoon it ion 

Revenue from contributions is recognized as support when 
contributions are received . All contributions are 
considered to be available for unrestricted use unless 
specifically restricted by the donor . Noncash 
contributions are recorded at their fair market value on 
the date received . Grants from governmental agencies are 
recorded when NHSNO is entitled to the funds. 

Mortgage Loans Receivable and Allowance 
for Ilnco ]]ect lb]e Loans 

Loans are stated at the amount of unpaid principal . The 
allowance for uncollectible loans is established through 
a provision for bad debts charged to expenses . Loans are 
charged against the reserve for loan losses when 
management believes that the collectibility of the 
principal is unlikely . The allowance is an amount that 
management believes will be adequate to absorb possible 
losses on existing loans that may become uncollectible , 
based on evaluations of the collectibility of loans . 

Due From or to Other Funds 

All interfund activities have been recorded as a 
receivable or payable and represent expenditures/receipts 
paid/received by one program on behalf of another. 

12 



N EIGH BORH O O D  H O U SIN G SERV ICES O F N EW  O RLEAN S, IN C . 
NOTES TO THE FINANC IAL STATEMENTS , CONT INUED 

NOT E 2 - 

Income Taxes 

, Continued : 

NHSNO is an exempt organization under Section 501(c)(3) 
of the Internal Revenue Code . Accordingly , no provisions 
for federal or state income taxes have been recorded in 
the accompanying financial statements . 

Property , furniture and equipment are recorded at cost 
(or fair market value for donated assets) and are 
depreciated using the straight-line method over the 
estimated useful lives of the related assets . 

Tota l Cn ]nmns On Comb ined Statements 

Total columns on the combined statements are captioned 
Memorandum Only to indicate that they are presented only 
to facilitate financial analysis . Data in these columns 
do not present financial position or results of 
operations in conformity with generally accepted 
accounting principles. Neither is such data comparable 
to a consolidation . Interfund eliminations have not been 
made in the aggregation of this data . 

NOTE 3 - Loans Serviced : 

Loans Serv iced for NHSA 

Under the terms of the Loan Sales and Services Agreement , 
NHSNO has sold certain mortgage loans to Neighborhood 
Housing Services of America (NHSA) and has agreed to 
service the loans for a nominal fee. NHSNO is required 
to repurchase or replace all mortgages sold to NHSA which 
become delinquent by 90 days or more . Principal balances 
outstanding on mortgages sold to NHSA and serviced by 
NHSNO amounted to $490,682 at December 31, 1995. 

13 



N EIG H BORH O OD  H O U SIN G SERV ICES O F N EW  O RLEAN S, IN C . 
NOTES TO THE FINANCIAL STAT EM ENTS , CONT INUED 

NOTE 3 - 

NOTE 4 

Loans Service~ , Continued: 

l.oang Serv iced for Brown Foundat ion 

NHSNO serviced loans for 
total principal balance of 

the Brown Foundation with a 
$319,567 at December 31, 1995. 

-  A llow ance for Unco llect ib le Loans : 

The following is an analysis of the allowance for 
uncollectible loans as of December 31, 1995: 

Beginning balance 
Loans written-off 
Recoveries of loans 

previously written- 
o ff 

Bad debt expense 

~DBG 

$ 85,257 $8,715 $4,243 
(6,969) (489) -0- 

- 0- 
17,195 

Ending balance $ 95 .483 

NOTE 5 - Construction Escrow : 

- 0- -0- 
489 -0- 

$8 .715 $4 .24.3 

$ 98,215 
(7,458) 

- 0- 
17 ,684 

$i09 ~ 41 

Construction escrow represents funds that have been 
committed for Rehabilitation projects but have not been 
disbursed to construction contractors . 

NOTE 6 - Continaencies : 

Grants and contracts with agencies often require 
fulfillment of certain conditions as set forth in the 
terms of the instrument . Failure to fulfill the 
conditions could result in the return of funds to the 
grantors . Although the return of funds is a possibility , 
the Board of Directors deems the contingency unlikely , 
since NHSNO has agreed to comply with the grantor's 
provisions . 

14 



N EIGH BO RH O OD H O U SIN G SERV ICES O F N EW  O RLEAN S, IN C . 
NOTES TO THE FINANC IAL STATEMENTS , CONT INUED 

NOTE 6 - Continaencies : 

Certain legal actions are pending against NHSNO . 
Management , after reviewing with counsel, considers the 
aggregate liability or loss , if any , resulting from them 
will not be material. 

NOTE 7 - Notes Payable : 

NHSNO 's obligation under notes payable consists of the 
following : 

0% note payable maturing 
January i , 1999 

8.25% note payable maturing 
May i , 1996 

Sub-total 

3% note payable maturing 
November 14 , 1996 

Tota l 

NOTE 8 - Property . Furn iture and EauiDment : 

$14,370 

i0 ,000 

24 ,370 

75 ,000 

At December 31, 1995, ~ ISNO 's property , equipment and 
accumulated depreciation were classified as follows : 

Land 
Building 
Furniture , 

fixtures and 
equipment 

CO ST 

$ 21,079 
117 ,260 

25,83! 

$164,17Q 

15 

ACCUMULATED 
DEPR EC IAT ION 

$ -0- 
6 ,804 

11 ,752 

$18j %%6 

NET BOOK 
VALUE 

$ 21,079 
110 ,456 

14,079 

$!~51614 



N EIGH BO RH O O D H O U SIN G SERV IC ES O F N EW  O RLEAN S, IN C . 
NOTES TO THE FINANCIAL STATEM ENTS , CONT INUED 

NOTE 9 - Fair Values of Financial Instruments : 

The fair value of financial instruments have been 
determined by NHSNO utilizing available market 
information and approprJate valuation methodologies. 
NHSNO considers the carrying amounts of cash and notes 
payable to approximate fair value . 

The estimated fair value of mortgage loans receivable 
could not be determined because of the excessive cost in 
calculating such valuation. 

NOTE i0 - Neiahborhood Reinvestment Corporation Grants : 

NOTE II - 

The Neighborhood Reinvestlaent Corporation (NRC) provided 
the following support to NHSNO for the year ended 
December 31 , 1995 : 

~gneral Fund 

NRC provided $61,202 of expendable grants during the year 
to defray operating expenses incurred by the NHSNO 
through December 31 , 1995 . 

NeiGhborhood Reinvestment CornorRt lnn Fund 

NRC provided a $75,000 capital grant during the year for 
making loans and for acquisition of capital projects. 

Investment income and interest on outstanding loans in 
the amount of $4,095 was earned on the Net Assets of the 
Neighborhood Reinvestment Capital Fund and was available 
for unrestricted use by NHSNO . For the year ended 
December 31, 1995, $4,095 was transferred to the General 
Fund . 

The Neighborhood Housing Improvement Fund transferred 
$9,737 to the General Fund for operating purposes. 

16 



N EIGH BO RH O O D H O U SIN G SERV ICES O F N EW  O RLEAN S, IN C . 
NOTES TO THE FINANCIAL STATEMENTS , CONT INUED 

NOTE 12 - Concentration of Credit R isk : 

The NHSNO lends primarily to low-to-moderate-income 
individuals living within the New Orleans area . The 
majority of loans are secured by first and second 
mortgages on residential real estate . The mortgage loans 
receivable is a concentration of credit risk . 

At December 31, 1995, MHSNO 's cash on deposit with 
financial institutions exceeded the amount insured by the 
Federal Deposit Insurance Corporation (FDIC) by $238,922. 

NOTE 13 - CDBG Costs Reimbursements : 

All CDBG program service costs that was reimbursed to 
~ {SNO for the year ended December 31, 1995 were paid with 
program income generated from the CDBG revolving loan 
funds . Program income consists of loan principal and 
interest and other related fees collected by NHSNO . 

17 
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INDEPENDENT AUDITORS ' R EPORT ON INTERNAL CONTROL STRUCTURE 
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

CONT INUED 

In planning and performing our audit of the financial statements of 
Neighborhood Housing Services of New Orleans, Inc . for the year 
ended December 31, 1995, we obtained an understanding of the 
internal control structure . With respect to the internal control 
structure , we obtained an understanding of the design of relevant 
policies and procedures and whether they have been placed in 
operation , and we assessed control risk in order to determine our 
auditing procedures for the purpose of expressing our opinion on 
the financial statements and not to provide an opinion on the 
internal control structure . Accordingly , we do not express such an 
opinion . 

Our consideration of the internal control structure would not 
necessarily disclose all matters in the internal control structure 
that might be material weaknesses under standards established by 
the American Institute of Certified Public Accountants . A material 
weakness is a condition in which the design or operation of one or 
more of the internal control structure elements does not reduce to 
a relatively low level the risk that errors or irregularities 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 of performing their 
assigned functions . We noted no matters involving the internal 
control structure and its operation that we consider to be material 
weaknesses as defined above . 

However , we noted certain matters 
structure and its operation that we 
of Neighborhood  Housing Serv ices of 
letter dated May 28 , 1996 . 

involving the internal control 
have reported to the management 
New Orleans , Inc . in a separate 

This report is intended for the information of the Board of 
Directors , management , grantors and the Legislative Auditor of the 
State of Louisiana . This restriction is not intended to limit the 
distribution of this report , which is a matter of public record . 

BRU N O &  TERV A LO N 
C ERTIFIED PU BLIC A CCO U N TA N TS 

May 28 , 1996 

]l~lrll.I]~l~l, CERTIFIED PUBLIC ACCOUNtANtS 

Tervalo n 
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W AL DO J MORE I JR CPA 
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INDEPENDENT AUDITOR S ' R EPORT ON INTERNA L CONTROL 
STRUCTUR E IN ACCORDANCE W ITH OMB C IRCULAR A- 133 

(CONTINUED) 

The management of Neighborhood Housing Service of New Orleans , Inc . 
is responsible for establishing and maintaining an internal control 
structure . In fulfiIling this responsibility , estimates and 
judgments by management are required to assess the expected 
benefits and related costs of internal control structure policies 
and procedures. The objectives of an internal control structure 
are to provide management with reasonable , but not absolute , 
assurance that assets are safeguarded against loss from 
unauthorized use or disposition , that transactions are executed in 
accordance with management 's authorization and recorded properly to 
permit the preparation of financial statements in accordance with 
generally accepted accounting principles , and that federal award 
programs are managed in compliance with applicable laws and 
regulations. Because of inherent limitations in any internal 
control structure , errors , irregularities , or instances of 
noncompliance may nevertheless occur and not be detected . Also , 
projection of any evaluation of the strueture to future periods is 
subject to the risk that procedures may become inadequate because 
of changes in conditions or that the effectiveness of the design 
and operation of policies and procedures may deteriorate . 

B ru n o  

Cash Receipts 
Purchasing/Receiving 
Accounts payable 
Cash disbursement 
Payroll 
Property and equipment 
General ledger 
Receivables 

Political activity 
civil rights 
Cash management 
Federal financial reports 
Allowable costs/cost principles 
Drug-free workplace 
Administrative requirements 

Types of services 
Eligibility 
Matching , level of effort or earmarking 
Reporting 
Cost allocation 

C ERIlFIED PUBLIC ACCOUNIANTS 

Tervalon 
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INDEPENDENT AU DITOR S ' REPORT ON INTERNAL CONTROL 

(CONTINUED) 

For all of the internal control structure categories listed above , 
we obtained an understanding of the design of relevant policies and 
procedures and determined whether they have been placed in 
operation , and we assessed control risk . 

During the 
Service of 
federal awa 
program . 

year ended December 31 , 1995 , Neighborhood Housing 
New Orleans , Inc . expended 69 percent of its total 
rds under the Community Development Block Grant major 

We performed tests of controls , as required by OMB Circular A-133, 
to evaluate the effectiveness of the design and operation of 
internal control structure policies and procedures that we 
considered relevant to preventing or detecting material 
noncompliance with specific requirements , general requirements , and 
requirements governing claims for advances and reimbursements and 
amounts claimed or used for matching that are applicable to the 
major program which is identified in the accompanying Schedule of 
Federal Awards . Our procedures were less in scope than would be 
necessary to render an opinion on these internal control structure 
policies and procedures . Accordingly , we do not express such an 
opinion . 

Our consideration of the internal control structure policies and 
procedures used in adm inistering federal awards would not 
necessarily disclose all matters in the internal control structure 
that might constitute material weaknesses under standards 
established by the American Institute of Certified Public 
Accountants . A material weakness is a reportable condition in 
which the design or operation of one or more of the internal 
control structure elements does not reduce to a relatively low 
level the risk that noncompliance with laws and regulations that 
would be material to a federal award program may occur and not be 
detected within a timely period by employees in the normal course 
of performing their assigned functions . We noted no matters 
involving the internal control structure and its operations that we 
considered to be a material weakness as defined above . 
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INDEPENDENT AUDITORS ' REPORT ON INTERNAL CONTROL 

(CONTINUED) 

However , we noted other matters involving the internal control 
structure and its operation that we llave reported to the management 
of Neighborhood Housing Services of New Orleans , Inc . in a separate 
letter dated May 28 , 1996 . 

This report is intended for the information of the Board of 
Directors , management , grantors and the Legislative Auditor of the 
State of Louisiana . This is not intended to limit the distribution 
of this report , which is a matter of public record . 

BRU N O &  TERV A LO N 
CERTI~ ED PU BLIC A CCO U N TA N TS 

May 28 , 1996 
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INDEPENDENT AUDITORS ' R EPORT ON COMPLIAN CE W ITH 
LAW S , REGULAT IONS AND GRANTS BASED ON AN AUD IT OF 

F INANC IAL STATEM ENTS PERFORM ED IN ACCORDANCE 
W TTH ~OV ~RNMENT AUDIT ING STANDAR DS 

To the Board of Directors of 
Neighborhood Housing Services of New Orleans, Inc . 

We have audited the financial statements of Neighborhood Housing 
Services of New Orleans, Inc. (a nonprofit organization) as of and 
for the year ended December 31 , 1995 , and have issued our report 
thereon dated May 28 , 1996 . 

We conducted our audit in accordance with generally accepted 
auditing standards , Government Auditing Standards , issued by the 
Comptroller General of the United States. Those standards require 
that we plan and perform the audit to obtain reasonab le assurance 
about whether the financial statements are free of material 
misstatement . 

Compliance with laws , regulations , contracts , and grants applicable 
to Neighborhood Housing Services of Hew Orleans , Inc . is the 
responsibility of Neighborhood Housing Services of New Orleans , 
Inc .'s management . As part of obtaining reasonable assurance about 
whether the financial statements are free of material misstatement , 
we performed tests of Neighborhood  Housing Services of New Orleans , 
Inc .'s compliance with certain provisions of laws , regulations , 
contracts, and grants. However, the objective of our audit of the 
financial statements was not to provide an opinion on overall 
compliance with such provisions . Accordingly , we do not express an 
opinion . 
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INDEPENDENT AUDITORS ' R EPORT ON COM PL IANCE W ITH 
LAW S , R EGULAT IONS AND GRA NTS BA SED ON AN AU DIT OF 

FINANC IAL STATEM ENTS PERFORM ED IN ACCORDANCE 
W ITH GOV ERNM ENT AUDIT ING STANDAR DS 

(CONTINUED) 

The results of our tests disclosed no 
that are required to be reported 
Standards . 

instances of noncompliance 
under Government Auditina 

This report is intended for the information of the Board of 
Directors , management , grantors and the Legislative Auditor of the 
State of Louisiana . This restriction is not intended to limit the 
distribution of this report , which is a matter of public record . 

BRU N O &  TERV ALO N 
C ERTIFIED PU BLIC A CCO U N TA N TS 

May 28 , 1996 

C ERTIFIED PUBLIC ACCOUNIANIS 
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INDEPENDENT AUDITORS ' REPORT ON COM PL IANCE W ITH 

WITH SPECIFIC REQUIREMENTS APPLICABLE TO 
M AJOR FEDERAL AWARDS PROGRAM S 

To the Board of Directors of 
Neighborhood Mousing Services of New Orleans, Inc . 

We have audited the financial statements of Neighborhood Housing 
Services of Mew Orleans, Inc. (a nonprofit organization) for the 
year ended December 31, 1995 and have issued our report thereon 
dated May 28, 1996 . 

We have also audited Heighborhood Mousing Services of Mew Orleans , 
Inc .'s compliance with the requirements governing types of services 
allowed or unallowed ; eligibility ; matching , level of effort or 
earmarking ; reporting ; claims for advances and reimbursements ; and 
amounts claimed or used for matching that are applicable to its 
major federal award program , which is identified in the 
accompanying schedule of federal awards , for the year ended 
December 31 , 1995 . The management of Neighborhood  Mousing Services 
of New Orleans , Inc . is responsible for the Organization's 
compliance with those requirements . Our responsibility is to 
express an opinion on compliance with those requirements based on 
our audit . 

We conducted our audit of compliance with those requirements in 
accordance with generally accepted auditing standards , Government 
Auditina Standards , issued by the Comptroller General of the United 
States , and the provisions of Office of Management and Budget 
Circular (OMB) A-133, "Audits of Institutions of Higher Education 
and Other Nonprofit Organizations". Those standards and the 
provisions of OMB Circular A-133 require that we plan and perform 
the audit to obtain reasonable assurance about whether material 
noncompliance with the requirements referred to above occurred . An 
audit includes exam ining , on a test basis , evidence about the 
Organization's compliance with those requirements. We believe that 
our audit provides a reasonable basis for our opinion . 
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INDEPENDENT AUDITOR S ' REPORT ON COMPL IANCE W ITH 
WITH SPECIFIC REQUIREMENTS APPLICABLE TO 

MA JOR FEDERA L AWAR DS PROGRAM S 

(CONTINUED) 

The results of our audit procedures 
instances of noncompliance with the 
second paragraph . 

did not disclose any immaterial 
requirements referred to in the 

In our opinion , Neighborhood Housing Services of New Orleans , Inc ., 
complied , in all material respects , with the requirements governing 
types of services allowed or unallowed ; eligibility ; matching , 
level of effort or earmarking ; reporting ; claims for advances and 
reimbursements ; and amounts claimed or used for matching that are 
applicable to its major federal award program, which is identified 
in the accompanying schedule of federal awards , for the year ended 
December 31 , 1995 . 

This report is intended for the information of the Board of 
Directors , management , grantors and the Legislative Auditor of the 
State of Louisiana . This restriction is not intended to limit the 
distribution of this report , which is a matter of public record . 

BRU N O &  TERV A LO N 
C ERTIFIED PU BLIC A CCO U N TA N TS 

May 28 , 1996 

][~1~ l,]~[O  CERTIFIED PUBLIC ACCOUNTANTS 
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INDEPENDENT AUD ITORS " REPORT ON COM PLIANCE 
WITH GENERAL REQUIREMENTS APPLICABLE TO 

FEDERAL AWARDS PROGRAM S 

TO the Board of Directors of 
Neighborhood Housing Services of New Orleans, Inc . 

We have audited the financial 
Services of New Orleans , Inc . 
year ended December 31 , 1995 
dated May 28 , 1996 . 

statements of Neighborhood  Housing 
(a nonprofit organization) for the 
and have issued our report thereon 

We have applied procedures to test Neighborhood Housing Services of 
New Orleans , Inc .'s compliance with the following requirements 
applicable to its federal financial award programs , which are 
identified in the accompanying Schedule of Federal Awards for the 
year ended December 31 , 1995 . 

Political Activity 
Civil Rights 
Cash Management 
Administrative Requirements 
A llow ab le Cost 
Drug Free Workplace 
Federal Financial Report 

Our procedures were limited to the applicable procedures described 
in the Office of Management and Budget 's "Compliance supplement for 
Single Audits of Educational Institutions and Other Nonprofit 
Organizations". Our procedures were substantially less in scope 
than an audit, the objective of which is the expression of an 
opinion on Neighborhood Housing Services of New Orleans , Inc .'s 
compliance with the requirements listed in the preceding paragraph . 
Accordingly , we do not express such an opinion . 
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INDEPENDENT AUDITORS ' REPORT ON COMPLIANCE 
WITH SPECIFIC REQUIREMENTS APPLICABLE TO 

N ONM AJOR PROGRAM TRA N SACT ION S 

TO the Board of Director of 
Neighborhood Housing Services of New Orleans, Inc . 

We have audited the financial statements of Neighborhood Housing 
Services of Hew Orleans, Inc. (a nonprofit organization) as of and 
for the year e~ded December 31 , 1995 , and have issued our report 
thereon dated May 28 , 1996 . 

In connection with our audit of the financial statements of 
Neighborhood Housing Services of New Orleans , Inc . and with our 
consideration of the Neighborhood Housing Services of New Orleans , 
Inc .'s internal control structure used to administer federal award 
programs, as required by Office of Management and Budget Circular 
A-133, "Audits of Institutions of Higher Education and Other 
Nonprofit Institutions ," we selected certain transactions 
applicable to certain nonmajor federal award program for the year 
ended December 31, 1995. As required by OMB Circular A-I33, we 
have performed auditing procedures to test compliance with the 
requirements governing types of services allowed or unallowed , 
eligibility , and special tests and provisions that are applicable 
to those transactions . Our procedures were substantially less in 
scope than an audit, the objective of which is the expression of an 
opinion on the Neighborhood Housing Services of New Orleans , Inc .'s 
compliance with these requirements. Accordingly , we do not express 
such an opinion . 

W ~th respect to the items tested , the results of our procedures 
disclosed no material instances of noncompliance with the 
requirements listed in the preceding paragraph . With respect to 
items not tested , nothing came to our attention that caused us to 
believe that the Neighborhood Housing Services of New Orleans, 
Inc .'s had not complied , in all material respects , with those 
requirements . 
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INDEPENDENT AUDITORS ' REPORT ON COM PL IANCE 
WITH SPECIFIC REQUIREMENTS APPLICABLE TO 

NONMAJOR PROGRAM TRANSACTIONS 
(CONTINUED) 

This report is intended for the information of the Board of 
Directors , management , grantors and the Legislative Auditor of the 
State of Louisiana . This restriction is not intended to limit the 
distribution of this report , which is a matter of public record . 

BRU N O &  TERV A LO N 
CERTIFIED PU BLIC A CCO U N TA N TS 

May 28 , 1996 
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N EIGH BO RH O OD  H O U SIN G SERV ICES O F N EW  O RLEAN S, IN C . 
STATUS OF PR IOR YEAR FINDING 

FOR THE YEAR ENDED DECEMBER 31 , 1995 

The prior audit report for the year ended December 31, 1994 
contained the following finding . The status of the action taken by 
NIISNO to resolve the prior audit finding is as follows: 

U .S . DEPARTMENT OF HOUSING AND URBAN 
DEVELOPMENT COMMUN ITY DEVELOPMENT 
BLOCK GRA NT fCDBG ~ 

Homeowner's insurance is required on 
all loans and flood insurance is 
required on homes mortgaged through 
the CDBG in certain flood zones . Of 
the 6 loans which were tested in 
]994 , there was no evidence of 
homeowner's insurance in 1 CDBG loan 
file . 

We noted during our 1995 audit that 
all tested loan files contained 
evidence of homeowner 's insurance 
and flood insurance as required . As 
such , this condition is considered 
to be resolved . 
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N EIGH BO RH O O D H O U SIN G SERV ICES O F N EW  O RLEA N S, IN C . 

EX IT CO N FEREN CE 

The audit report was discussed at meetings held on June 13 and 
June 21 , 1996 and attended by : 

Ms . Lauren Anderson 

Mr. Richard C . Ainsworth 

Mr . Ron J . Hardee 

Mr . T . H . Bet z , Jr . 

Executive Director 

President 

T reasurer 

Board Member 

Mr . Michael B . Bruno , CPA 

Mr . Lawrence Jones , CPA 

BRU N O &  TERV A LO N 
C ERTIFIED PU BLIC A CCO U N TA N TS 

May 28 , 1996 

B ru n o CERTIFIED PUBLIC ACCOUNIANTS 
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Managing Partner 

Supervisor 



~i~  C [RTIF IF D PUg[IC ACCOUNTANIS 
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ALC;IDE J qrERVAI ON JR CPA 
VvALDO J MOREl JH CPA 

To the Board of D irectors 
N eighborhood Housing Services of 
N ew O rleans, Inc. 

W e have audited the general purpose financial statem ents of Neighborhood Housing Services 

of New Orleans, Inc. (NHSNO) for the year ended December 31, 1995 and have issued our 
report thereon dated M ay 28, 1996. 

In planning and perform ing our audit for the general purpose financial statem ents of 

Neighborhood Housing Services of New Orleans, Inc. (NHSNO), we considered its internal 
control structure in order to determ ine our  auditing procedur es for the purpose of expressing 
our opinion on the financial statem ents and not to provide assurance on the internal control 
str ucture. 

In accordance w ith as part of our audit
, w e are required to 

report to you reportable conditions an d m aterial w eaknesses. A reportable condition is a 
significant deficiency in intern al controls. A m at erial w eakness is a m ore serious reportable 
condition th at is of such m agnitude that it could potentially result in a m aterial m isstatem ent 
of th e financial statem ents. By defin ition

, all m aterial weaknesses are reportable conditions. 

N ot all reportable conditions, how ever, are m aterial w eaknesses. This m anagem ent letter 
reflects som e of our  suggestions regarding im provem ents to th e N H SNO's intern al control 
structur e and efficiency. O ur aim in this letter is to provide a constructive

, realistic and an 
independent vi ew on topics such as organization an d efficiency

, fiscal m atters, an d uses of 
resources. 

During our audit we noted certain m atters involvi ng the intern al control structure and other 
operational m atters th at ar e presented for your consideration. These com m ents and 
recom m endations, all of w hich have been distre ssed w ith the appropriate m em bers of 
m anagem ent, are intended to im prove the intern al control structure or result in other 
operating effi ciencies and are included in the accom panying Schedule of Current Year 
Comm ents an d Status of Prior Year  Com m ents. 
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To tile Board of D irectors 
N eighborhood H ousing Services of 
N ew O rleans, Inc. 

This report is intended for the inform ation of the Board of Directors, m anagem ent, and the 
Louisiana Legislative Auditor. 

BR U N O  &  T E R V A L O N 
C E R T IF IE D  PU B L IC  A C C O U N T A N T S 

M ay 28, 1996 
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NEIG H BO R H O O D H O U SING SERV IC ES O F N EW  O R LEANS, INC. 
SC H EDU LE O F C URR EN T Y EA R C O M M EN TS 
FO R  TH E Y EAR  EN DED D EC EM BER 31, 1995 

O AN R EC EIV A B I ~E R EC O R D S 

W e recom m end that N H SN O reconcile m onthly all subsidiary records to the general 
ledger accounts to ensure that am ounts reported in th e financial sta tem ents and to debtors 

are accurate. 

M anagem ent Response 

N H SNO is currently using a Lotus Software for its loan servicing. This has required 
m ore m anual data en try of loan paym ents and disbursem ents than is advisable, resulting 
in th e discrepan cies noted in the audit. N HSNO has applied for funding through the City 
of New Orlean s to acquire loan  servicing software that w ill allow for greater efficiencies 

an d quality in our loan servicing. 

Currently escrow and servicing records are prepared m anually by staff. This process 
requires an enorm ous am ount of staff fim e and m ay contribute to errors or inaccuracies 

in subsidiary records. 

W e recomm end that N H SN O continue its efforts "to obtain com puterized loan servicing 
softw are and/or research the benefi! of out-sourcing the com pilation of m onthly loan 
servicing reports. These alternative approaches should aid in th e efficiency of the loan 
servicing process. 

M  anagem~ :n_! Response 

N H SN O is currently using a Lotus Softw are for its loan servicing. This has required 
m ore m anua l da ta enlry of loan paym ents and disbursem ents than is advisable, resulting 
in the discrepancies noted in the audit. N H SN O has applied for funding through the City 
of New Or lean s to acquire loan  servicing softw are that will allow for greater efficiencies 
and quality in our loan servicing. 
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4. 

N EIG llBO R IlO O D H O U SING  SER V IC ES O F N EW  O R LEA N S, IN C , 
SC H ED U LE O F C UR R EN T Y EA R C O M M EN TS 

(CONTINUED) 
FO R TH E Y EA R EN D ED D E C EM BER 31, 1995 

As part of the NHSNO loan policy and requirem ents of grantors of loan funds, certain 
docum ents m ust be m aintained in loan files and loan and lending procedures should be 
docum ented as perform ed. 

One m eth od to ascertain th at loan procedures were perform ed and all required docum ents 
w ere com pleted or obtained is to establish a loan check list. This check list should aid 
m anagem enl in its review of loan docum ents an d determ ining whether all required 
procedures w ere perform ed and docum ented accordingly. 

M an agem ent Response 

N HSNO now has a com pliance checklist that w ill be m aintained in each loan file 

During our cash disbursement testwork we noted that one (1) out of twenty-five 
disbursem ents tested w as not in agreem ent w ith  its supporting docum entation. W hile the 
difference was a m inor am ount, less than $20.00, such a discrepancy should never exist. 

W e recom m end that N H SN O adhere to established cash disbursem ent procedures to 
ensure th at paym ents to vendors are m ade only for the exact am ounts docum ented on 
their invoices. 

The check in question w as prepared by th e Executive Director on the day of the M ay 8 
flood to pay an  independent contractor (a photographer) who was leaving the country that 
day. A typographical error was m ade in preparing the check in the am ount of $20.00: 
However, that amoun t, plus $30.00 was still owing and due to the contractor al the lime 
of that disbursem ent. 
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N EIG ltBO R H O O D H O U SIN G SERV IC ES O F NEW  O RLEA NS, INC. 
SC H ED U LE O F C URR EN T Y EA R C O M M ENTS 

(CONTINUED) 
FO R TH E Y EA R EN DED D EC EM BER 31, 1995 

In order to ascertain that cash balances in the general ledger are correct
, w e recom m end 

that checks listed as outstanding are tim ely reviewed for subsequent cancellations by 
banks or voiding. 

M anagem ent Respon~  

A system has been created to create a record of all voided checks th at will be provided 
to the accounta nts on a m onthly basis. In the past if a check w as prepared in

, for 
exam ple, Ap61, the accountants would receive it. But if that check were voided in M ay, 

th ey w ould not, as a m atter of course, have know ledge that it w as voided. U nder th e new 
system , an  independent record will be m aintained of all voiced checks and provi ded to 
the accountants on a m onthly basis. 

The pow ers of N HSN O are vested in the Board of Directors
. A s such, it typically 

auth orizes m an agem ent to acquire significant assets
, procure major purchases and adjust 

salaries. A lso, the Board adopts an operating budget and m onitors it throughout the fiscal 

year. 

A m onthly financial report is prepared by the accounting firm and presented by the 
accoun ting firm  to th e Board. M an agem ent w ill revi ew the m onthly reports prepared by 
the accountants m ore closely and encourage the Board's Treasurer and the Board to 
revi ew m ore closely as w ell. 
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8. 

N EIG H BO R H O O D H O U SIN G SER V IC ES O F N EW  O R LEA N S, IN C . 
SC ItED U LE O F C U R R EN T Y EA R  C O M M EN TS 

(CONTINUED) 
FO R TH E Y EA R EN D ED D EC EM BER 31, 1995 

During our audit we proposed numerous audit adjustments to general ledger accounts 
Such adjustments were necessary to properly reflect account balances. 

W e recommend that NHSN O establish and implement procedures to review tile general 
ledger on a m onthly basis to ensur e that account balances are properly recorded. 

In the past the accounting firm created th e chart of accounts and posted each transaction 
to the general ledger. At the recomm endation of the new finn, N HSNO will code all 
tran sactions and provide th is to the firm . This should reduce or elim inate th e problem s 
of the past. 

A s in the prior year, w e noted during our  1995 audit that the balance of the loan and 
escrow cas h account as of D ecem ber 3 l, 1995 w as not suffi cient to cover the liability of 
custom er insurance escrow  paym ents after disbur sem ents of principal, interest and 
service fees to other funds. A s of Decem ber 31, 1995, the custom er insurance escrow 
cash shortfall was determined to be approxim ately $5,600. 

W e recom m end that N HSN O fund the calculated cash shortfall. Also, w e recom m end 
that N H SN O establish an d im plem ent procedures to ensure that escrow collections are 
properly accounted for in th e escrow cash accoun t an d to ascertain th at borrow ers' 
escrow requirem ents are suffi cient to cover related costs. 

N H SN O w ill raise the fu nds to replenish the deficiencies in the escrow account 

Tervalo n 
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N EIG ItBO R H O O D itO U SING SERV IC ES O F N EW  O R LEA N S, IN C . 
SC H ED U LE O F C U R R EN T Y EA R  C O M M EN TS 

(CONTINUED) 
FO R TH E Y EA R EN D ED DEC EM BER 31, 1995 

9. LOAN FILES 

W e noted during our audit that loan files w ere not always organized in a system atic and 
orderly m anner. W e also noted in certain loan files that som e docum ents w ere loosely 
placed in the files. 

W e recom m end that N HSN O establish procedur es to ensure that all loan files are 
organized in a m anner th at w ill allow the user to easily retrieve inform ation. N HSN O 
should also consider developing a standard index system to locate com m only used 
docum ents. 

M anagem ent w ill request th at one or m ore lenders w ho are represented on our  boar d 
provide consultation on the establishm ent an d m aintenan ce of loan files. 

B ]r~ ]~o  CERTIFIED PUBLIC ACCOUNTANIS 7 

Tervalo n 



N EIG H BO RH O O D H O U SING SERV ICES O F NEW  O RLEAN S, INC. 
STA T U S O F PR IO R  Y EA R C O M  M  EN TS 

FO R TH E Y EA R EN DED D EC EM BER 31, 1995 

The prior year's audit contained eight (8) management letter comments. The subject of the 
com m ents are outlined below . The follow ing is a current status of the corrective actions 

taken by m anagem ent to resolve those com m ents: 

M ortgage loans docum entation 
Em ployees salary increases 
CDBG fim ds 
Loan & escrow receipts 
Insuran ce 
Custom er insurance escrow  
Cash disbursem ents 
Loan servicing agreem ents 
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Finding 

_
Resolved Unresolved N um ber 

X 

N /A 
N /A 
N /A 
N /A 
N /A 
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