
THE HOUSING AUTHORITY OF THE PARISH OF ST. JAMES LUTCHER, LOUISIANA 
STA~JS OF PRIOR AUDIT FINDINGS ThE, prior audit dJ.sclosed 2 findings, both of which are repeated as current findings. 
i. Weak control over tenant accounting and collections. 
2. Tenant accounts receivables and collection losses were higher than HUD considers reasonable. 
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MANAGEM~hNT LETTER 
LOUISIANA SOCIETY OF CPA's ]~ISSISSIPPI SOCIETY OF CPA's AMF31CAN INSTITUTE OF CPA's 

The Executive Director of the Morgan City Housing Authority entered into a subcontract with the Baton Rouge Housing Authority to help with maintenance matters. In many areas, the PHA has improved as the PHMAP score indicates. The PHMAP score as of 9-30-96 still indicates that the PHA is in the troubled status. On February 15, 1997, the cooperation agreement was not renewed. Since that time the PHA has operated without an Executive Director. We met with the MOD coordinator who indicates that the Modernization Proqrams are progressing satisfactorily. We were not able to properly judge the progress of the maintenance department. We did not review all written policies in effect at the PHA, but understand that a number of them need revision including Eviction, Residents Initiative and the Utility Allowance Policies. While this report is dated February 25, 1997, the last day of the field work, it is actually being printed on March 18, 1997. As of March 18, 1997, the PHA has not had an Executive Director for over 1 month. I consider it imperative for this PHA to hire a qualified Executive Director as soon as possible. 



Finding N~aber 9 Statement of Conditions--The PHA overran it's budget in categories, as follows: Category Budget Actual Overage Tenant Services Salaries 29,260 31,291 2,031 
Terminal Leave Payments 0 22,036 22,036 Nonexpendable Equipment 26,390 30,232 3,842 Criteria--The PHA should stay within it's adopted budget. Effect--The PHA spent more that it had authorized. Cause-- One cause of this was that the accounting was chronic~lly late and it was impossible to know where the PHA was budget wise during the year. 

Finding Number i0 Statement of Conditions--The PHA paid terminal leave payments to two former employees far in excess of the 300 hours maximum allowed per State Civil Service. Criteria--State Civil Service allows for a maximum of 300 hours of terminal leave payments per person. Effect--The PHA may have violated State law by making these payments, which total $46,945.53. 
PHA Response -- We will refer this matter to our attorney. Finding Number ii Statement of Conditions--It appears that at least 1 classified employee is being paid more than the amount authorized by Civil Service. The maximum amount authorized on 1-17-96 for this staff member is $1,367 and the staff member is being paid $1,788.80. Criteria--Classified employees should be paid no more than the amount authorized by Civil Service. Effect--The PHA may be in violation of State Civil Service Laws. PHA Response -- We will refer this matter to our attorney. 



Findinq Number 7 Statement of Conditions-- There are a number of missing documents that should be at: the PHA, sucil as insurance policies. Criteria--The PHA should retain documentation per a schedule listed in HUD regulations. Cause--There have been numerous management changes over the last few years and it is difficult to determine who is responsible for missing documentation. Effect--Because of this condit:ion and the missing documentation described in Note 14, we were not able to express an opinion on the financial statements nor were we able to properly present the financial statements per GAAP. PHA Response -- We concur with this finding future documentation per HUD regulation. and will retain all 
Finding Number 8 Statement of Conditions--The PHA has a local attorney who was very cooperative but indicates that he does little work for the PHA. He disclosed 4 litigation claims which we confirmed with the PHA insurance company that the insurance company was representing the PHA's interest on. The litigation is of the nature of personal injury which normally would be covered by the insurance. We note that no amount has been recorded on the financial records of the PHA as contingent liabilities for this litigation. Criteria--Considering that this PHA is designated as troubled, has executed a cooperation agreement with another PHA for it's management without consulting their attorney, and seems to have so many problems; it: seems obvious that the PHA should have an attorney of record that is a HUD PHA expert to consult with about numerous matters. I am concerned that the Board is making decisions without all of their options being explored. As well, I am of the opinion that this Board is overly concerned about utilizing local residents. While I fully support the theory of spending money locally, since PHA's are so different from other governmental entities I believe that PHA's should hire the most qualified people :regardless Of' their location, be they Attorneys, Fee Accountants, or Executive Directors. I discussed this matter with the local attorney of record and he agrees with my assessment and would be pleased to be replaced by a PHA expert attorney. PHA Response --- The Board will discuss these issues. 



Finding Nu~er 5 Statement of Conditions--The PHA has not annually inspected all units using HQS standards. Criteria--The PHA should annually inspect all units using HQS standards. Effect--Some, if not all, residents, live in units that do not meet HQS standards. 
PHA Response -- The PHA had it's MOD coordinator inspect all units recently. He indicates that he was able to enter 80% of the units, of which none met HQS standards. 
Finding Number 6 Statement of Conditions--The PHA made the following purchases without the proper competitive bidding: Computer Software -- Mellinium Computer Hardware -- International Data and Analysis Co. Sewer Treatment Plant Work -- Curtis Environmental Services Auto Insurance -- G. Martin Agency Public Employee Dishonesty Bond -- St. James Service Agency 
Criteria-- The PHA should follow State and Federal law as well as it's procurement policy to competitively bid procurements. Effect--The expenditures. PHA may not be getting the best price for it's 
PHA Response competitively The PHA concurs with this finding and will future work. 



Finding Num~r 3 Statement of Conditions--The PHA does not have an annual physical inventory which agrees with it's general ledger. Criteria--The PHA should annually take a physical inventory and adjust the general ledger accordingly. Effect--The PHA does not have the proper control over it's physical assets. 
PH~ Response -- We concur with this finding and will produce a physical inventory tied to the general ledger. 

6 of 7 files had absolutely no verification of resident existence, such as birth certificates 2 of 7 files had no verification of income at re-examination 7 of 7 files included no annual unit inspection using HQS standards 1 of 7 files had wage information incorrectly entered into the computer, therefore the rent calculation was wrong 2 of 7 files included loose paperwork 6 of 7 files did not contain a document indicating Lead Based Paint sign-off Criteria--Tenant :files should contain all information required by HUD. Effect--The PHA is not in compliance with HUD regulations. 
PHA Response -- The auditor left us a list of all documentation that should be included in tenant files. We will send staff to tenant certification training. 



--Transfers not expected to be repaid (or any other lease transactions, sale of fixed assets, long term debt proceeds, and the like) are financing sources ( uses ) . recognized at the time the 
between funds that are types, such as capital debt extenguishments, accounted for as other These other financing sources are underlying events occur. Deferred Revenues--The PHA reports deferred revenue on its combined balance sheet. Deferred revenues arise when resources are received by the PHA before it has a legal claim to them, as when grant monies are received prior to the incurrence of qualifying expenditures. In subsequent periods, when the PHA has a legal claim to the resources, the liability for deferred revenue is removed from the combined balance sheet and the revenue is recognized. E. BUDGETS The following summarizes the budget activities of the PHA du~ing the fiscal year: i. The PHA Revenue Fund Funds budget: cash project 

adopted budgets for the and the Capital Projects comparison to is a multiple actual has 
General Fund, the Special Funds. The capital Projects not been included since the year endeavor. 2. The budgets are prepared on the modified accrual basis of accounting. All appropriations lapse at year end. 3. Encumbrances are not recognized within the accounting records for budgetary purposes. 4. ]Formal budqet integration (wJ.thin the accounting records) is employed as a management control device. 5. The Executive Director is authorized to transfer amounts between line items within any fund, with the exception of salaries, provided such does not change the total of any function. However, when actual revenues within a fund fail to meet budgeted revenues by 5% or more, a budget amendment is adopted by the PHA in an open meeting. Budget amounts included in the accompanying financial statements include the original adopted budget and all subsequent amendments. F. ENCUMBRANCES Encumbrance accounting, under which purchase orders are recorded in order to reserve that portion of the applicable appropriation, is not employed. However, outstanding purchase orders are taken into consideration before expenditures are incurred in order to assure that: applicable appropriations are not exceeded. In addition, the monthly budget reports are reviewed to ensure compliance with the budget, and where necessary, revisions to the budget are made. 



telephDne and fax 504-093-6888 

WILL|AM DANiEl., MCCASKILL, CPA A PROFESSIONAL ACCOUNTING CORPORATION 618 7T}[AVENUE ~AST COVINGTON, LOUISIANA 70433 Society of Louisiana CPA's American Institute of CPA's 
INDEPENDENT AUDITORS" REPORT ON THE INTERNAL CONTROL STRUCTURE BASED ON AN AUDIT OF GENERAL PURPOSE FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 

BOARD OF COMMISSIONERS HOUSING AUTHORITY OF THE PARISH OF ST. JAMES LUTCHER, LOUISIANA 70071 I have audited the general purpose financial statements of the Housing Authority of The Parish of St. James (PHA), as of and for the year ended September 30, 1996, and have issued my report thereon dated February 25, 1997. I conducted my audit in accordance standards and Government Audit with generally accepted n~ Standards, issued auditing by the Comptroller General of the United States. Those standards require that I plan and perform the audit to obtain reasonable assurance about whether the general purpose financial statements are free of material misstatement. The management of the PHA is responsible for establishing and maintaining an internal control structure. In fulfilling that 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, and that transactions are executed in accordance with management's authorization and recorded properly to permit the preparation of financial statements in accordance with accounting principles prescribed by HUD. Because of inherent limitations in any internal control structure, errors or irregularities may nevertheless occur and not be detected. Also, projection of any evaluation of the structure 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. 



Finding Num~er 2 Statement of Conditions--The PHA has weak controls over tenant accounting and collections. An analysis of account number 1128, deposits over and under, reveals imbalances in 7 of the 12 months covered by this audit. The cumulative imbalance at 9-30-95 is $1,021.76. The computer software system in use at the PHA for tenant accounting does not produce an accurate rental register. The staff is having to manually produce a rent register which has some inaccuracies, as well. The staff seems to be going to great lengths to confirm that the deposits in the bank are in agreement with the rent collections and have done better this year than last. The PHA staff manually produces rent receipts and then separately enters rental receipts in the tenant accounting module. The, PHA is not able to electronically file the HUD 50058's. Criteria--The PHA should balance the bank deposits with the #ent register. The TAR's and TSD's per the rent register should agree with the general ledger. The computer software should print rent receipts as received, manual receipts should never be used. The 50058's should be electronically filed. Effect--The PHA does not have adequate control over it's tenant accounting and could suffer losses as a result of this condition. Cause--There are 2 causes of this problem, as follows: i. The fee accountant enters any bank imbalance to account l128,deposits over and under, therefore it is practically impossible to determine if the imbalance is caused by rent deposit inaccuracies, other income deposit inaccuracies, PHA mistakes, or fee accountant mistakes. The PHA has not monitored this account to find and correct the mistakes, 2. The current PHA staff in not properly trained to operate the computer software. 
PHA Response--The PHA changed net imbalance of cash deposits monitoring cash imbalances. fee accountants as of 10-1-96. The since then is $2.50. We are closely 
The Board of Commissioners voted at it's meeting on February 13, 1997 to have the computer vendor provide the necessary training to the current staff for tenant accounting. 
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The Housin(~ Authority of the Parish of St:. James Lutcher, Louisiana SCHEDULE VI ANALYSIS OF SURPLUS --Statutory Basis For the year Ended September 30, 1996 UNRESERVED SURPLUS Balance per PHA 9-30-95 (9,243,476.69) Net Deficit this Fiscal Year Provision for Operating Reserve Audit Adjusting Journal Entries Balance @ 9-30-96 OPERATING RESERVE Balance per PHA 9-30-95 Provision for Operating Reserve Audit Adjusting Journal Entries Balance @ 9-30-96 CUMULATIVE HUD CONTRIBUTIONS Balance per PHA 9-30-95 CGP Grants this Fiscal Year Operating Subsidy this Fiscal Year Debt Service this Fiscal Year Net PHDEP Activities (Reported w/L,S&E] Balance @ 9-30-96 TOTAL SURPLUS AS OF SEPTEMBER 30, 1996 
see notes to financial statements 

(628,30]..46) 44,193.00 0.00 (9,827,585.15) 
206,852.05 (44,193.00) 0.00 162,659.05 
12,478,384.94 328,577.83 474,372.00 254,029.11 0.00 13,535,363.88 3,870,437.78 



The Housinq Authority of the Parish of St. James SCHEDULE V Lutcher, Louisiana STATEMENT C)F INCOME AND EXPENSES-PHA OWNED HOUSING STATUTORY BASIS Annual Contributions Contract FW-2007 For the year Ended September 30, 1996 
OPERATING ]INCOME: Dwelling Rental Interest Income Other Income Total Operating Income 
OPERATING EXPENSES: Administration Tenant Services Utilities Ordinary Maintenance and Operations General Expense Non-Routine Maintenance Total Operating Expenses NET OPERATING DEFICIT 
OTHER CHARGES: Interest on Notes and Bonds Prior Period Adjustments Affecting Residual Receipts Gain/Loss Disposition of Nonexpendable Equipment TOTAL OTHER CHARGES DEFICIT 

see notes to financial statements 

$194,973.39 8,110.22 8,531.00 211,614.61 
$113,871.91 31,290.79 52,914.81 258,753.56 224,910.02 4,565.54 686,306~63 ($474,692.02) 
$139,968.43 13,641.01 0.00 153,609.44 ($628,301.46) 



The Housing Authority of the Parish of St. James Lutcher, Louisiana SCHEDULE IV BALANCE SHEET -- STATUTORY BASIS Annual Contributions Contract FW-2007 September 30, 1996 
ASSETS Cash Investments Accounts Receivable Debt Amortization Funds Deferred Charges Land, Structures and Equipment TOTAL ASSETS 
LIABILITIES AND SURPLUS LIABILITIES: Accounts Payable Notes Payable Accrued Liabilities Deferred Credits Fixed Liabilities TOTAL LIABILITIES Surplus TOTAL LIABILITIES AND SURPLUS 

see notes to the financial statements 

9 
$43 115 17 259 41 011 
758 676 189 408 186 076 
55) 63 82 78 5O 79 $9,400,779.97 

5,530,342.19 3,870,437.78 $9,400,779.97 



The Housing Authority of the Parish of St. James Lutcher, Louisiana SCHEDULE III SCHEDULE OF FEDERAL FINANCIAL ASSISTANCE For the year Ended September 30, 1996 All programs are Major programs unless otherwise noted. 
Program U S Department of Housing and Urban Development Direct Programs: Low Income Housing CGP PHDEP -- Non Major 

CFDA NO. Program Assistance Program Expenditures 
14.850 728,401.11 728,401.11 14.859 328,577.83 416,224.49 14.854 76,5].6.43 110,315.62 
1,133,495.37 1,254,941.22 

see notes to financial statements 



NOTE 13 -- POSSIBLE ILLEG/~LITIES Prior audits uncovered possible illegal acts by former PHA employees, as reported to the Board in a letter separate from the prior audit report. The transactions in question involved possible rent collection kiting. While the records of the PHA for the period in question are inadequate, it appears that restitution was made by individuals and/or the bonding company. The PHA referred the matter to the US Attorney and has followed up with that office on :numerous occasions. At this time, it is unclear if this matter will be prosecuted. Please see the current findings for possible additional criminal referrals on the matter of terminal leave payments. NOTE 14 -- UNCONFIRMED ACCOUNTS We could not confirm account balances as follows: 1400 

1211 117'7 

Land, Structures and Equipment We could not confirm the equipment portion of this account because of the lack of an adequate physical inventory. Additionally, the Modernization Project costs could not be confirmed. See the Findings for details. Prepaid Insurance Deposits with HUD Cash in Banks While we were able to confirm the balances @ 9-30-96, we could not locate all bank statements during the year. Nothing caused us to believe that any funds were mis appropriated during the fiscal year. Payroll Withholdings Grants from HUD for Modernization and PHDEP programs 
Because of the unconfirmed accounts as described above and the missing documentation as described in Finding Number 7, we were not able to express an opinion on the financial statements nor were we able to properly present the financial statements in a GAAP format. We were not: able to provide a combining balance sheet not a combining schedule of revenues, expenditures, and changes in fund balances for the Capital Projects Fund nor were we able to properly complete the columns for the Capital Projects Fund and the Special Revenue Fund in the GAAP Exhibits. 



(A) Project; Notes-Non HUD are obligations due HUD. The Debt Forgiveness Act of 1985 forgave these notes. PHA's that executed a revised ACC in 1995 have accomplished the debt forgiveness. The PHA has not accrued interest on Project Notes-Non HUD. The new PHA's fee accountant wrote off these notes in 1-97. All principal and interest requirements are funded in accordance with Federal law by the annual contributions from the US Department of HUD. At September 30, 1996, the PHA has accumulated $255,072.75 in the debt service funds for future debt requirements. In a departure from GAAP, we were not able to determine future debt retirements for the next 5 years. However, all FFB Note and Bond debt is serviced directly by HUD to the lender. 
NOTE 10--I~rERFUND ASSETS/LIABILITIES Because of the lack of documentation available at the PHA, we were not able to determine the amount of interfund assets 'and liabilities. NOTE 11-COMMITME~PS AND CONTINGENCIES There are certain major construction projects at September 30, 1996. As approved by HUD these projects are being funded by HUD. Funds are requested periodically as the cost is incurred. Costs incurred on these projects and estimated cost to complete these projects are not possible to determine. This is one reason that we were not able to express an opinion on the financial statements. The PHA participates in a number of state and federally assisted grant programs. Although he current grant programs have been audited in accordance with the Single Audit Act of 1994 through September 30, 1996, these programs are still subject to compliance audits. PHA management believes that the amount of disallowances, is ]lay, which may arise from future audits will not be material. NOTE 12 -- BOARD }~EMBER COMPENSATION AND PAYMENT IN LIEU OF TAXES Per State Law, we are required to disclose any Board Member Compensation. The Board of this PHA is paid $40.00 per person per month by St. James Parish. The PHA makes no direct payment to the Board Members but does pay the Parish the correct amount due for Payments in Lieu of Taxes. It is also noted that the PHA has not paid the Parish the Payment in ]Lieu of Taxes due for the last two years. 



NOTE 6--ACCOUNTS PAYABLE We are not able to complete this standard GAAP note because we are not able to confirm accounts payable. NOTE 7--COMHgENSATED ABSENCES At September 30, 1996, employees of the PHA have accumulated and vested an amount of employee leave benefits which was not available to us, which was supposed to be computed in accordance with GASB Codification Section C60. This amount is not expected to be paid from current available resources; therefore the liability should be recorded within general long term obligations account group. Note that no amount is recorded because the PHA's records do not allow us to determine the amount due. NOTE 8--CHANGES IN AGENCY FUND DE}~gSITS DUE OTHERS Agency Funds: Balance 9-30-95 Net Deletion Balance 9-30-96 19,180.00 1,625.00 17,555.00 NOTE 9--CIIANGES IN GENERAL LONG TERM OBLIGATIONS The following is a summary of the long term obligation transactions of the year ended September 30, 1996: Compensated Absences Balance 9-30-95 Additions Deductions Balance 9-30-96 Notes Payable to HUD: Project Loan Notes Permanent Notes Total HUD Notes FFB Notes: Balance 9-30-95 Retirements Balance 9-30-96 New Housing Bonds: Original Issue Retirements @ 9-30--95 Retirements During the Year AmouLnt Retired @ 9-.30-96 

Not Available 
Not Available 
2,689,923.32 312,550.49 3,002,473.81 
95,867.67 10,522.67 85,345.00 
055 558 103 661 
000.00 503.55 228.10 731.65 



NOTE 3--RECEIV~LES The receivables of $276,576.72 at September 30, 1996 are as follows: General Fund: Due from tenants Due from others Due from HUD Total General Fund Receivables Debt Service Fund: Due from HUD TOTAL 254,029.11 276,576.72 NOTE 4--FIXED ASSETS We are not able to complete this standard GAAP not because we are not able to confirm fixed assets. This is an example of why we are not able to express an opinion on the financial statements. 
NOTE 5--RETIRemENT SYSTEM The PHA participates in the Housing Renewal and Local Agency Retirement Plan which is a defined contribution plan. Through this plan, the PHA provides pension benefits for all of its full time employees. In a defined contribution plan, benefits depend solely on amounts contributed to the plan plus investment earnings. All regular and full time employees are eligible to participate in the plan on the first day of the month after completing 6 months of continuous an uninterrupted employment. Each participant in the plan is required to make a monthly contribution equal to 5.5% of eacJ~ participant's basic compensation. The PHA's contribution for each employee and income allocated to the employee's account are fully vested after 5 years of continuous service. The PHA's contributions and interest forfeited by employees who leave employment before 5 years of service are used to offset future contributions of the PHA. The PHA's tota] payroll for fiscal year ended September 30, 1996 was $190,396.84. The PHA's contributions were calculated using the base salary amount of $190,396.84. Both the PHA and the covered employees made the required contributions for the year ended September 30, 1996. Employee contributions to the plan totaled $10,471. The PHA contributions totaled $15,231 for the year ended September 30, 1996. 



THE HOUSING AUTHORITY OF THE P~ISH OF ST. JAMES LUrPCHER, LOUISIANA 
FINDINGS AND RECOMMENDATIONS The following either have no monetary effect on the Financial Statements or the monetary effect could not be determined. Accordingly, these findings and recommendations are without adjusting journal entries to the financial statements, unless so noted in the finding. 
Finding Number 1 Statement of Conditions--The PHA has tenant account receivable balances of $17,871.63 at September 30, 1996, which is 275% higher than the amount HUD considers reasonable. The PHA has collection losses of $19,067.61, which is 878% higher than HUD considers reasonable. Criteria--Per the Audit Guide for Audits of Public Housing Agencies, IG 7476.3, Appendix 2 Page 27, HUD considers the maximum reasonable amount of tenant accounts receivable to be no more than $15.00 per unit. Since this PHA has 318 units, the maximum TAR amount is $4,770.00. HUD considers that collection losses should be not greater than 1% of dwelling rental, which in this case would be a maximum loss of $1,949.73. Effect--The PHA is exposed to larger than desired collection losses. Cause--Please see the PHA's response for the cause. 
PHA Response -- We feel that our relatively high tenants accounts receivable balance is caused by a court required 2 month delay in evicting tenants. We feel that we are doing a good job of following our fair but firm collection policy. 



G. CASH AND CASH EQUIVALENTS Cash includes amounts in demand deposits and interest bearing demand deposits. Cash equivalents include amounts in time deposits and cash with fiscal agents. Under state law, the PHA may deposit funds in demand deposits, interest bearing demand deposits, money market accounts, or time deposits with state banks organized under Louisiana Law and national banks having their principal offices in Louisiana. H. ;SHORT TE~4 INTERFUND RECEIVABLES/PAYABLES During the course of operations, numerous transactions occur between individual funds for services rendered. These receivables and payables are classified as due from other funds or due to other funds on the balance sheet. Short term interfund loans are classified as interfund receivables/payables. I. INVENTORY All purchased inventory items are valued at the lower of cost (first in, first out) or market. Purchased inventories are offset by a fund balance reserve which indicates that these do not constitute "available spendable resources", even though they are a component of total assets. Acquisition of materials and supplies are accounted for on the purchase method, that is, the expenditure is charged when the items are purchased. J. FIXED ASSETS Fixed assets of governmental funds are recorded as expenditures at the time they are purchased or constructed, and the related assets are capitalized (reported) in the general fixed assets account group. Public domain or infrastructures such as sidewalks and parking lots are capitalized. Interest expense during construction is capitalized. Depreciation has not been provided on general fixed assets. K. COMPENSATED ABS~LNCES The PHA follows Louisiana Civil Serviced regulations for accumulated annual and sick leave. Employees may accumulate up to 300 hours of annual leave which may be received upon termination or retirement. Sick leave hours accumulate, but the employee is not paid for them if not used by his/her retirement or termination date. The cost of current leave privileges, computed in accordance with GASB Codification Section C60, is recognized as a current year expenditure in the governmental funds when leave is actually taken or when employees (or heirs) are paid for accrued leave upon retirement or death, while the cost of leave privileges not 



In planning and performing my audit of the general purpose financial statements of the PHA, for the year ended September 30, 1996, I obtained an understanding of the internal control structure. With respect to the internal control structure, I obtained an understanding of the design of relevant policies and procedures and whether they have been placed in operation, and I assessed control risk in order to determine my auditing procedures for the purpose of expressing my opinion on the general purpose financial statements and not to provide an opinion on the internal control structure. Accordingly, I do not express such an opinion. I noted certain matters involving the internal control structure and its operation that I consider to be reportable conditions under standards established by the American Institute of Certified Public Accountants. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the internal control structure that, in my judgement, could adversely affect the PHA's ability to record, process, summarize, and report financial data consistent with the assertions of management in the financial statements. Because of the relatively small number of employees, the general cashier function is not segregated from the subsidiary ledger function, checks are prepared by employees who are not independent of voucher/invoice approval, the purchase function is not performed by personnel independent of receiving and disbursing functions, persons preparing payroll are not independent of other payroll duties, and detail records of fixed assets are not maintained by personnel independent of the general ledger, cash or capital expenditure authorizing functions. The PHA has weak controls over tenant accounts receivable. See Finding number 2. There are a number of missing documents at the PHA. See Finding number 7. The PHA overran it's budget in a number of areas. See Finding number 9. The PHA l~as inadequate controls over it's Modernization and PHDEP Programs. See Finding number 12. 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 errors or irregularities in amounts that would be material in relation to the general purpose 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. 



i. Tenant Security Deposits--accounts for assets held by the PHA as an agent for the ~ndividual residents. Agency funds are custodial in nature (assets equal liabilities) and do not involve measurement of results of operations. 
D. BASIS OF ACCOUI~rING The accounting and financial reporting treatment applied to a fund is determined by its measurement focus. All governmental funds are accounted for using a current financial resources measurement focus. With this measurement focus, only current assets and cur:cent liabilities are generally included on the balance sheet. Operating Statements of these funds present increases and decreases in net current assets. The modified accrual basis of accounting os used by all governmental funds and agency funds. The governmental funds use the following practices in recording revenues and expenditures: Revenues--Federal entitlements are recorded as unrestricted grants- in-aid when available and measurable. Federal restricted grants are recorded when the reimbursable expenditures have been incurred. Ren"Sal income is recorded in the month earned. Interest earnings on time deposits are recorded when the time deposits have matured and the interest is available. Interest income on interest bearing demand deposits is recorded each month when credited by the bank to the account. Substantially all other revenues are recorded when they become available to the }'HA. Expenditures--Salaries are recorded as expenditures when paid. Purchases of various operating supplies are recorded as expenditures in the accounting period they are purchased. Compensated absences are recognized as expenditures when leave is actually taken or when employees (or heirs) are paid for accrued leave upon retirement or death, while the cost of leave privileges not requiring current resources is recorded in the general long term obligations account group. Principal and interest on general long term debt are recognized when due. Substantially all other expenditures ore recognized when the related fund liability has been incurred. 



Certain units of local government over which the PHA exercised no oversight responsibility , such as the school boards, parish police jury, other independently elected parish officials, and municipalities within the parish, are excluded from the accompanying financial statements. These units of government are considered separate entities and issue financial statements separate from those of the PHA. C. ]FUND ACCOUNTING The PHA uses funds and account groups to report on its financial position and the results of its operations. Fund accounting is designed to demonstrate legal compliance and to aid financial management by segregating transactions relating to certain gow~rnment functions or activities. A fund is a separate accounting entity with a self balancing set of accounts. On the other hand, an account group is a financial reporting device designed to provide accountability for certain assets and liabilities that are not recorded in the funds because they do not directly affect net spendable financial resources. Funds of the PHA are classified int three categories: governmental and fiduciary. In turn, each category is divided into separate fund types. The ~und classifications and a description of each existing fund type follow: Governmental funds--Governmental funds account for all or most of the PHA's general activities, including the collection and disbursement of specific or legally restricted monies, the acquisition of construction of general fixed assets, and the servicing of general long term debt. Governmental funds include: i. General Fund--the general accounts for all financial required to be accounted for operating fund of the PHA resources, except those in other funds. 2. Debt Service Fund--accounts for transactions relating to resources retained and used for the payment of principal and interest on those long term obligations recorded in the general long term obligations account group. 3. Capital Projects Funds--account for financial resources received and used for the acquisition, construction, or improvement of capital facilities not reported in the other governmental funds. Fiduci~ Funds--Fiduciary funds account for assets held of outside parties, including other governments, or on other funds within the PHA. Fiduciary funds include: on behalf behalf of 



THE HOUSING AUTHORITY OF THE P~ISH OF ST. JAMES LUTCHER, LOUISIANA NOTES TO THE FINANCIAL STATEMENTS Housing Authorities are chartered as a public corporation under the laws (LSA-RS 40:39].) of the State of Louisiana for the purpose of providing safe and sanitary dwelling accommodations for the residents of Lutcher, Louisiana. This creation was contingent upon the local governing body of the city or parish. The PHA is gowgrned by a five member Board of Commissioners. The members, appointed by the Police Jury of the Parish of St. James, Louisiana, serve a four year staggered term. Under the United States Housing Act of 1937, as amended, the US Department of HUD has direct responsibility for administering low rent housing programs in the United States. Accordingly, HUD has entered into an annual contributions contract with the PHA for the purpose of assisting the PHA in financing the acquisition, construction and ].easing of housing units and to make annual contributions (subsidies) to the PHA for the purpose of maintaining this low rent character. The PHA has the following programs under management: 
PHA Owned Housing ACC Number FW-2007 Number of Units 317 
NOTE I-SUMMA~RY OF SIGNIFIC~%~T ACCOUNTING POLICIES: A. BASIS OF PRESENTATION The accompanying financial statements of the PHA have been prepared in conformity with GAAP as applied to governmental units. The Governmental Accounting Standards Board is the accepted standard- setting body for establishing governmental accounting and financial reporting principles. B. ;~PORTING ENTITY GASB Statement Number 14 established criteria for determining the governmental reporting entity and component units that should be included within the reporting entity. Because the PHA is legally separate and fiscally independent by being solely accountable for fiscal matters, including (I) budget authority, (2) responsibility for funding deficits and operating deficiencies, (3) fiscal management for controlling the collection and disbursement of funds, (4) authority to issue debt, the PHA is a separate governmental reporting entity. The PHA includes all funds, account groups, activities that are within the oversight responsibility of the PHA. 
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telephone and fax 

WILLIAM DANIEL MCCASKILL, CPA A PROFESSIONA]J ACCOUNTING CORPORATION 6]B 7TH AVE~ 5~ST COVINGTON, I/IUISIANA 70433 m~r Society of ~uisiana CPA's ~eric~ Institute of CPA's 
INDEPENDENT AUDITORS' REPORT 

BOARD OF COMMISSIONERS HOUSING AUTHORITY OF THE PARISH OF ST. JAMES LUTCHER, LOUISIANA 70071 I was engaged to audit the accompanying general purpose financial statements of the Housing Authority of The Parish of St. James (PHA) as of and for the year ended September 30, 1996, as listed in the forgoing table of contents. These general purpose financial statements are the responsibility of the PHA's management. I was unable to confirm certain material account balances as described in Note 14, and documentation needed to properly conduct the audit was not available as described in Finding Number 7, nor was I able to satisfy myself as to those financial activities by other auditing procedures. Accordingly, it was not practicable for me "to extend my audit to a conclusion of opinion. Because of the disclosures in Note 14 and Finding Number 7, the scope of my work was not sufficient to enable me to express, and I do not express, an opinion on the financial statements referred to in the first paragraph. This report is intended solely for the~information and use of the Board of Commissioners of the PHA, ~and for filing with the Department of HUD and should not be used for any other purpose. 

February 25, ].997 William Daniel McCaskill, CPA A Professional Accounting Corporation 



I NDEPENDENT REQUIREMENTS PROGRAMS AUDITORS' REPORT ON COMPLIANCE WITH THE GENERAL APPLICABLE TO ALL FEDERAL FINANCIAL ASSISTANCE 
INDEPENDENTAUDITORS' REPORT ON SUPPLEMENTARY INFORMATION--SCHEDULE OF FEDERAL FINANCIAL ASSISTANCE STATUS OF PRIOR AUDIT FINDINGS SCHEDULE OF' ADJUSTING JOURNAL ENTRIES -- NONE FINDINGS AND RECOMMENDATIONS MANAGEMENT LE'FI'ER 



TABLE OF CONTENTS 
INDEPENDENT AUDITORS' REPORT EXHIBITS --FINANCIAL STATEMENTS A 
B 
C 

COMBINED BALANCE SHEET AT SEPTEMBER 30, 1996, ALL FUND TYPES AND ACCOUNT GROUPS COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES--FOR THE YEAR ENDED SEPTEMBER 30, 1996 COMBINED STATEMENT OF REVENUES, EXPENDITURES,A AND CHANGES IN FUND BALANCES--BUDGET (GAAP BASIS) AND ACTUAL--GENERAL AND SPECIAL REVENUE FUNDS NOTES TO THE FINANCIAL STATEMENTS SUPPLEMENTARY INFORMATION SCHEDULES--GAAP BASIS III SCHEDULE OF FEDERAL FINANCIAL ASSISTANCE SUPPLEMENTARY INFORMATION SCHEDULES--STATUTORY BASIS IV V BALANCE SHEET--STATUTORY BASIS STATEMENT STATUTORY FW-2007 OF REVENUES AND EXPENDITURES-- BASIS--ANNUAL CONTRIBUTIONS CONTRACT 
VI ANALYSIS OF SURPLUS--STATUTORY BASIS INDEPENDENT AUDITORS' REPORT ON THE INTERNAL CONTROL STRUCTURE IN ACCORDANCE WITH NG STANDARDS INDEPENDENT AUDITORS' REPORT ON THE IN ADMINISTERING FEDERAL FINANCIAL INTERNAL CONTROL STRUCTURE USED ASSISTANCE COMPLIANCE REPORT BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH INDEPENDENT REQUIREMENTS PROGRAMS AUDITORS' APPLICABLE OPINION ON COMPLIANCE WITH SPECIFIC TO MAJOR FEDERAL FINANCIAL ASSISTANCE 
SINGLE AUDIT REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO NONMAJOR FEDERAL FINANCIAL ASSISTANCE PROGRAM TRANSACTIONS 
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HOUSING AUTHORITY OF THE PARISH OF ST. JAMES LUTCHER, LOUISIANA 

GENERAL PURPOSE FINANCIAL STATEMENTS AND INDEPENDENT AUDITORS REPORTS AS OF AND FOR THE YEAR ENDED SEPTEMBER 30, 1996 WITH ~UPPLEMENTAL INFORMATION SCHEDULES .+r.T;~ " ~ '.,: ' <i.'. ~ [ ~!;::"7' !;W, lhiS 

WIL~LIAM DANIEL MCCASKILL , CPA A Professional Accounting C~rpor~tion COYIN~N, ~UISI~.% 7043.~ 



requiring current resources obligations account group. is recorded in the genera], long term Leave benefits are based leave benefits or employees with i0 years service to a 25 ,days at their current annual salary. L. LONG TERM OBLIGATIONS 
on accrued maximum of 

Long term obligations expected to be financed from governmental funds are reported in the general long term obligations account group. Expenditures for principal and interest payments for long term obligations are recognized in the governmental funds when due. M. !FUND EQUITY Reserves represent those portions of fund equity not appropriable for expenditures or legally segregated for a specific future use. N. INTERFUND ~ANSACTIONS Transactions that constitute reimbursements to a fund for expenditures initially made from it that are properly applicable to another fund are recorded as expenditures in the reimbursing fund and as reductions of expenditures in the fund that is reimbursed. All other interfund transactions are reported as transfers. Nonrecurring or non routine permanent transfers of equity are reported as residual equity transfers. All other interfund transfers are reported as operating transfers. O. TOTAL COLDqMNS ON COMBINED STATF34ENTS The total columns on the combined statements are captioned "Memorandum 0nly" to indicate that they are presented only to facilitate financial analysis. Data in these columns do not present financial position, results of operations, or changes in financial position in conformity with GAAP. Neither is such data comparable to a consolidation. Interfund eliminations have not been made in the aggregation of this data. NOTE 2 -- CASH A~ND CASH EQUIVAL~:MTS We are not able to complete this standard GAAP not because bank statements were not available. This is an example of why we are not able to express an opinion on the financial statements. 



For all of I obtained procedures operation, 
the internal control structure categories listed above, an understanding of the design of relevant policies and and determined whether they have been placed in and I assessed control risk. During the year ended September 30, 1996 the PHA expended 93% of its total federal financial assistance financial under major federal financial assistance programs. I performecl tests of controls, as required by OMB A-128, to evaluate the effectiveness of the design and operation of internal control structure policies and procedures that I 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 each of the PHA's major federal financial assistance programs, which are identified in the accompanying schedule of federal financial assistance. My procedures were less in scope than would be necessary to render an opinion on internal control structure policy and procedures. Accordingly, I do not express such an opinion. I noted certain matters involving the internal control structure and its operation that I consider to be reportable conditions under standards established by the American Institute of Certified Public Accountants. Reportable conditions involve matters coming to my attention relating to significant deficiencies in the design or operation of the internal control structure that, in my judgement, could adversely affect the organization's ability to administer Federal financial assistance programs is accordance with applicable laws and regulations. Because of the relatively small number of employees, the general cashier function is not segregated from the subsidiary ledger function, checks are prepared by employees who are not independent of voucher/invoice approval, the purchase function is not performed by personnel independent of receiving and disbursing functions, persons preparing payroll are not independent of other payroll duties, and detail records of fixed assets are not maintained by personnel independent of the general ledger, cash or capital expenditure authorizing functions. The PHA has weak controls over tenant accounts receivable. See Finding number 2. There are a number of missing documents at the PHA. See Finding number 7. The PHA overran it's budget in a number of areas. See Finding number 9. 



telephone and fax 504-893-6888 

WILLIAM DANIEL MCCASKILL, CPA k PROFESSIONAL ACC01114TING CORPORATION 618 7THAVID~IJE EAST COVI~G~N, IOUISI~A 70433 member Society of Louisiana CPA's k~erican Institute of CPA's INDEPENDENT AUDITORS" REPORT ON SCHEDULE OF FEDERAL FINANCIAL ASSISTANCE 
BOARD OF COMMISSIONERS HOtlSING AUTHORITY OF THE PARISH OF ST. JAMES LUTCHER, LOUISIANA 70071 I have audited the general purpose financial statements of the Housing Authority of The Parish of St. James (PHA), as of and,for the year ended September 30, 1996, and have issued my report thereon dated February 25, 1997. These financial statements are the responsibility of the PHA's management. My responsibility is to express an opinion on these financial statements based on my audit. I conducted my audit in accordance with generally accepted standards and Government Auditin~ Standards, issued auditing by the Comptroller General of the United States. Those standards require that I plan and perform the audit to obtain reasonable assurance about whether the general purpose financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 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. I believe that our audit provides a reasonable basis for my opinion. My audit was made for the financial statements of the James taken as a whole. purpose of forming an opinion on the Housing Authority of The Parish of St. The accompanying schedule of federal financial assistance is presented for purposes of additional analysis and is not a required part of the financial statements. The information in that schedule has been subjected to the auditing 

February 25, ].997 William Daniel McCaskill, CPA A Professional Accounting Corporation 



With respect to the items tested, the results o~ those procedures disclosed no material instances of noncompliance with the requirements listed in the second paragraph of this report. with respect to items not tested, nothing came to my attention that caused me to believe that the PHA had not complied, in all material respects, with those requirements. However, if as of the results of my procedures there were disclosed immaterial instances of noncompliance with those requirements, I described them in the accompanying schedule of findings and questioned costs and/or the accompanying Management Letter. This report is intended for the management and HUD. However, record and its distribution is 
February 25, 1997 

information of the audit committee, thi not is a matter of public 

William Daniel McCaskill, CPA A Professional Accounting Corporation 



telephone and fax 504-893-6888 

WILLIAM DANIEL MCCASKILL, CPA A PROFES$10RALACC0~IRG CORPORATION 618 7~ kVE~JERAST COVING~ON. ~UISIkNA 70433 member Society ~f Lo,~isian~ CPA's .~aerican Institute of CPA'S 
INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH THE GENERAL REQUIREMENTS APPLICABLE TO FEDERAL FINANCIAL ASSISTANCE PROGRAMS BOARD OF COMMISSIONERS HOUSING AUTHORITY OF THE PARISH OF ST. JAMES LUTCHER, LOUISIANA 70071 I l~ave audited the general purpose financial statements of the Housing Authority of The Parish of St. James (PHA), as of and for the year ended September 30, 1996, and have issued my report thereon dated February 25, 1997. I have applied procedures to test the PHA's compliance with the following requirements applicable to each of its financial assistance programs, which are identified in the schedule of federal financial assistance, for the year ended September 30, 1996. Political Activity Davis-Bacon Act Civil Rights Cash Management Relocation Assistance and Real Property Acquisition 

Federal Financial Report Allowable Costs/ Cost Principles Drug Free Workplace Act Administrative Requirements 
My procedures were limited to the applicable procedures described in the OMB's Compliance Supplement for Sinale Audits of State and Local Governments. My procedures were substantially less in scope than an audit, the objective of which is the expression of an opinion on the PHA's compliance with the requirements listed in the preceding paragraph. Accordingly, I do not express such an opinion. 



February 25, 1997 William Daniel McCaskill, CPA A Professional Accounting Corporation 



teleph0ne and fax 504-893-6888 

WILLIAM DANIEl. MCCASKILL, CPA A PROFESSIONAL ACCOUNTING CORPORATION 618 7TH A~z~EAST COVINGTON. LOU]S]ANA 70433 member S~iety of L0uisi~a CPA's ~erican Institute of CPA's 
INI)EPENDENT AUDITORS REI'ORT ON COMPLIANCE WITH SPECIFIC REQUIREMliNTS APPLICABLE TO NONMAJOR FEDERAL FINANCIAL ASSISTANCE PROGRAM TRANSACTIONS 

BOARD OF COMMISSIONERS HOUSING AUTHORITY OF THE PARISH OF ST. JAMES LUTCHER, LOUISIANA 70071 I have audited the general purpose financial statements of the Housing Auti~ority of The Parish of St. James (PHA), as of and for the year ended September 30, 1996 , and have issued my report thereon dated February 25, 1997. In connection with my audit of the general purpose financial statements of the PHA, and with my consideration of the PHA's control systems used to administer federal financial assistance programs, as required by OMB A-128, "Audits of State and Local Governments," I selected certain transactions applicable to certain nonmajor federal financial assistance programs for the year ended Sep~ember 30, 1996. As required by OMB A-128, I have performed auditing procedures to test compliance with the requirements qow~rning types of services allowed or unallowed; eligibility; reporting; rent limitations; annual rent adjustments; annual unit inspections; contracts prohibiting the use of lead based paint; procurement actions; analysis of general fund cash; operating subsidy eligibility and claims for advances and reimbursements that are applicable to these transactions. My procedures were substantially less in scope than an audit, the objective of which is the expression of an opinion on the PHA's compliance with these requirements. Accordingly, I do not express such an opinion. Witl~ respect: to the items tested, the results of these procedures disclosed no material instances of noncompliance with the requirements listed in the preceding paragraph. With respect to items not tested, nothing came to my attention that caused me to believe that the PHA had not complied, in all material respects, with those requirements. However, if the results of my procedures disclosed immaterial instances of noncompliance with those requirements, they are described in the accompanying schedule of findings and questioned costs and/or the accompanying Management Letter. 



The results of my audit procedures for the Low Rent Program dis:closed that the PHA did not comply with the requirement the PHA take procurement actions using the proper competitive bidding as dis~cussed in Finding number 6. In my opinion, except for those instances of noncompliance with the requirements applicable to the Low Rent Program referred to in the fourth paragraph of this report and identified in the accompanying Schedule of Findings and Questioned Costs, the Housing Authority of The Parish of St. James complied, in all material respects, with the requirements governing types of services allowed or unallowed; eligibility; matching or level of effort; reporting; rent limitations; annual rent adjustments; annual unit inspection; contracts prohibiting the use of lead-based paint; procurement actions; analysis of general fund cash; operating subsidy eligibility; and claims for advances and reimbursements that are applicable to its major Federal financial assistance programs for the year ended September 30, 1996. This report is intended for the management and HUD. However, record and its distribution is 

February 25, 1997 

information of the audit committee, this r~port is a matter of public not limited.I 
William Daniel McCaskill, CPA A Professional Accounting Corporation 



telephone and f~x 504-8!D-6888 
WILLIAM DANIEL MCCASKILL, CPA A PROFESSIO~ALACCO[THTING CORPORATION 618 7THAVENIJEEAST COVINGTON, LOUISIANA 70433 ~e~er Society of Louisiana CPA's American Institute of CPA's 
INDEPENDENT AUDITORS" OPINION ON COMPLIANCE WITH SPECIFIC REQUIREMENTS APPLICABLE TO MAJOR FEDERAL FINANCIAL ASSISTANCE PROGRAMS BOARD OF COMMISSIONERS HOUSING AUTHORITY OF THE PARISH OF ST. JAMES LUTCHER, LOUISIANA 70071 I have audited the general purpose financial statements of ~the Housing Authority of The Parish of St. James (PHA), as of and for the year ended September 30, 1996 , and have issued my report thereon dated February 25, 1997. In my report, my opinion was disclaimed because I was unable to confirm certain material account balances as described in Note 14, and documentation needed to properly conduct the audit was not available as described in Finding Number 7, nor was I able to satisfy myself as to those financial activities by other auditing procedures. I have also audited the PHA's compliance with the requirements governing types of services allowed or unallowed; eligibility, or matching or level of effort; reporting; rent limitations; annual rent adjustments; annual unit inspections; contracts prohibiting the use of lead based paint; procurement actions; analysis of general fund cash; operating subsidy eligibility and claims for advances arid reimbursements that are applicable to its major Federal financial assistance programs, which are identified in the accompanying schedule of Federal financial assistance, for the year ended September 30, 1996 . The management of the PHA is responsible for the PHA's compliance with these requirements. My responsibility is to express an opinion on compliance with these requirements based on my audit. I conducted my audit of compliance with these requirements in accordance with generally acceptable auditing standards, Government Auditing Standards, issued by the Comptroller General of the United States, and OMB Circular a-128 , "Audits of State and Local Governments" and the provisions of Public and Indian Housing C~!~ance S~Dlement dated July 26, 1996. Those standards and OMB Circular a-128 require that I plan and perform the audit to obtain reasonable assurance about whether material noncompliance with the requirements referred to above occurred. An audit includes examining, on a test basis, evidence about the PHA's compliance with those requirements. I believe that our audit provides a reasonable basis for my opinion. 



Material instances of noncompl~ance consist of failures to follow requirements, or violations of prohibitions, contained in the statutes, contracts, or grants, that cause me to conclude that the aggregation of the misstatements resulting from those failures or violations is material to the general purpose statements. The results of my tests of compliance disclosed the following instances of noncompliance that may be material to the financial statements but for which ultimate resolution cannot presently be determined. Accordingly, no provision for any liability that may result has been recognized in the PHA's 1996 financial statements. As discussed in Finding number 6. the PHA made purchases without the proper competitive bidding. As discussed in Finding number i0, the PHA paid terminal leave payments in excess of State Civil Service allowances. As discussed in Finding number classified employee that is paid under the State Civil Service. ii, the PHA has at lea~t 1 more than the amount allowed 
I considered these instances of noncompliance in forming my opinion on whether the FHA's financial statements are presented fairly, in all respects, in conformity with generally accepted accounting principles, and this report does affect my report dated February 25, 1997, on those general purpose financial statements. This report management, is intended for the information of the audit committee, and HUD and should not be used for any other purpose. However, this report is a distribution is not limited. 

February 55, 1997 William Daniel McCaskill, CPA A Professional Accounting Corporation 



The PHA has inadequate controls over it's Modernization and PHDEP Programs. See Finding number 12. A material weakness is a reportable condition in which the design or operation of the specific internal control structure elements does not reduce to a relatively low level the risk that noncompliance with laws and regulations 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. My consideration of the internal control structure would not necessarily disclose all matters Jn the internal control structure that might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses as defined above. However, I noted the following matters involving the internal control structure and its operation that I consider to be material weaknesses as defined above. These conditions were considered in determining the nature, timing, and extent of the procedures to be performed in my audit of the financial statements of the PHA for the year ended September 30, 1996. Because of the relatively small number of employees, the general cashier function J s not segregated from the subsidiary ledger function, checks are prepared by employees who are not independent of voucher/invoice approval, the purchase function is not performed by personnel independent of receiving and disbursing functions, persons preparing payroll are not independent of other payroll duties, and detail records of fixed assets are not maintained by personnel independent of the general ]edger, cash or capital expenditure authorizing functions. The PHA has weak controls over tenant accounts receivable. See Finding number 2. There are a number of missJng documents at the PHA. See Findinq number 7. The PHA overran it's budget in a number of areas. See Finding number 9. The PHA has inadequate PHDEP Programs. See Fi This report is intended for t management, and for HUD. public record and its distri Feb:cuary 25, 1997 Wil 

controls over it's Modernization and nding number 12. \ he information of the audit committee, However, ~his ~report is a matter of bution iiinot limited. l~~;~e~ McCas~i7 UpK, APAC 



The management of the PHA is responsible for establishing and maintaining an internal control structure. In fulfilling this responsibility, estimates and judgements by management are required to asses 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 HUD accepted accounting principles, and that federal financial assistance programs are managed in compliance with applicable laws and regulations. Because of inherent limitations in any internal control structure, errors, or instances of noncompliance may nevertheless occur and not be detected. Also, projection of any evaluation of the structure 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. For the purpose of this report, I have classified the significant internal control structure policies and procedures used in administering federal financial assistance programs in the following categories: ACCOUNTING CONTROLS: 
REVENUES RECEIVABLES PURCHAS I NG INVESTMENTS DISBURSEMENTS PAYROLL BUDGETARY CONTROL 

ADMINISTRATIVE CONTROLS: 
POLITICAL ACTIVITY DAVIS-BACON ACT CIVIL RIGHTS CASH MANAGEMENT RELOCATION ASSISTANCE & REAL PROPERTY ACQUISITION FEDERAL FINANCIAL REPORTS ALLOWABLE COSTS/ COST PRINCIPLES DRUG FREE WORKPLACE ACT ADMINISTRATIVE REQUIREMENTS 
ELIGIBILITY REPORTING SPECIAL TESTS & PROVISIONS TYPES OF SERVICES 



My consideration of the internal control structure would not necessarily disclose all matters ~n the internal control structure that might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses as defined above. However, I noted the following matters involving the internal control structure and its operation that I consider to be material weaknesses as defined above. These conditions were considered in determining the nature, timing, and extent of the procedures to be performed in my audit of the financial statements of the PHA for the year ended September 30, 1996. Because of the relatively small number of employees, the general cashier function is not segregated from the subsidiary ledger function, checks are prepared by employees who are not independent of voucher/invoice approval, the purchase function is not performed by personnel independent of receiving and disbursing functions, persons preparing payroll are "not independent of other payroll duties, anO detail records of fixed assets are not maintained by personnel independent of the general ledger, cash or capital expenditure authorizing functions. The PHA has weak controls over tenant accounts receivable. See Finding number 2. There are a number of missing documents at the PHA. See Finding number 7. The PHA overran it's budget in a number of areas. See Finding number 9. The PHA has inadequate controls over it's Modernization and PHDEP Programs. See Finding number 12. 
This report is intended for the information of the audit committee, management, and for HUD. However, this report is a matter of public record and its distributio 
February 25, 1997 William Daniel McCaskill, CPA A Professional Accounting Corporation 
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WILLIAM DANIEL MCCASKILL, CPA A PROFESSIONAL ACCOS'NTING CORPORATION 618 7TH AVENUE EAST COVINGTON. LOUISIANA 70433 me~er Society of Louisiana CPA's American Institute of CPA's 
INDEPENDENT AUDITORS' REPORT ON THE INTERNAL CONTROL STRUCTURE USED IN ADMINISTERING FEDERAL FINANCIAl. ASSISTANCE 

BOARD OF COMMISSIONERS HOUSING AUTHORITY OF THE PARISH OF ST. JAMES LUTCHER, LOUISIANA 70071 I have audited the general purpose financial statements of the Housing Authority of The Parish of St. James (PHA), as of and for the year ended September 30, 1996, and have issued my report thereon dated February 25, 1997. I have also audited the compliance of the PHA, with requirements applicable to major federal financial assistance programs and have issued my report thereon dated February 25, 1997. I conducted my audit in accordance with ge standards; General of Government Auditing Standards, the United States; the Office (OMB) Circular A-128 
nerally accepted auditing issued by the Comptroller of Management and Budget standards and OMB Circular A-128 the audit to obtain reasonable ~ Those require that I plan and perform assurance about whether the financial statements are free of material misstatement and about whether the PHA complied with laws and regulations, noncompliance with which would be material to a major federal financial assistance program. In planning and performing my audit for the year ended September 30, 1996, I considered the internal control structure of the PHA, in order to determine my auditing procedures for the purpose of expressing my opinions on the general purpose financial statements of the PHA, and on the compliance of the PHA with requirements applicable to major programs and to report on the internal control structure in accordance with OMB Circular A-128. This report addresses my consideration of internal control structure policies and procedures relevant to compliance with requirements applicable to federal financial assistance programs. I have addressed internal control policies and procedures relative to my audit of the general purpose financial statements in a separate report dated February 25, 3997. 



telephone and f:ix 504-893-6888 

WILLIAM DANIEL MCCASKILL, CPA A PROFESSIONAL ACCOUNTING CORPORATION 618 7TH AVENUE EAST COVINGTON. LOUISIANA 70433 Society of Louisiana CPA's A~erican Institute of CPA's 
INDEPENDENT AUDITORS REPORT ON COMPLIANCE BASED ON AN AUDIT OF GENERAL PURPOSE FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH ~OY BOARD OF COMMISSIONERS HOUSING AUTHORITY OF THE PARISH OF ST. JAMES LUTCHER, LOUISIANA 70071 I have audited the general purpose financial statements of the Housing Authority of The Parish of St. James (PHA), as of and for the year ended September 30, 1996, and have issued my report thereon dated February 25, 1997. In my report, my opinion was disclaimed because I was unable to confirm certain material account balances as described in Note 14, and documentation needed to properly conduct the audit was not available as described in Finding Number 7, nor was I able to satisfy myself as to those financial activities by other auditing procedures. I conducted my audit in accordance with generally accepted auditing standards and Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require that I plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. Compliance with laws, regulations, contracts, and grants applicable to the PHA is the responsibility of management. As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, I performed tests of the PHA's compliance with certain provisions of laws, regulations, contracts, and grants. However, the objective of my audit of the general purpose financial statements was not to provide an opinion on overall compliance with such provisions. Accordingly, I do not express such an opinion. 


