
corporation. NHS's primary function is to provide low interest loans to low and moderate income homeowners in the target area. These loans are made from loan programs established through grants from the United States Department of Housing and Urban Development Community Development Block Grant; (CDBG) and H.O.M.E. Investment Partnership Program through the City of Lafayette, the main grantee, and grants from the Neighborhood Reinvestment Corporation (NRC). B. Vacation and Sick Leave The Corporation's policy is to allow full time employees to carry forward 30 days of unused sick leave and no unused annual leave. Annual and sick leave is computed on a per pay period basis and is not payable upon separation from the Corporation. C. Property and Ec~/iDment Fixed assets consist of land, buildings and equipment which are valued at costr or estimated fair market value in the case of donated property. I)epreciable assets are depreciated using the straight-line method over the estimated useful lives of the individual assets as follows: Building Furniture: and equipment D. Income Tax Status 
20 5 - 7 years years 

The Organization quailifies as a tax exempt organization under Section 501(c)(3) of the Internal Revenue Code and, therefore, has no prow[sion for federal income taxes. In addition, the Corporation has been determined by the Internal Revenue Service not be a private foundation within the meaning of Section 509(a) of the code. 
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NEIGHBORHOOD HOUSING SERVICES OF LAFAYETTE, LOUISIANA, INC. Financial Report Years Ended April 30, 1997 and 1996 

JrK]er provisiot)s of state law, Thl,S report is a public document. A copy of the re;::(-,:i has bem~ sHhmit- ted to lt-:~.-." a:Jdit::d, er r~:vie'.,:/ed, entiLy and oth,:-.~ appro;:,; iai~ public officials. ] ht;, report is aw.di~ble for public inspection at the Baton Rouge office of the Legislative Audi- tor and, where appropriate, at the office of the parish clerk of court. i~elp, ase Date_.t~c~L9~  -~ 
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I)arnall, Sikes ~,~ I :red crick Independent Auditor' s Report 

To the Board of Directors Neighborhood Housing Services of i,afayette, Louisiana, Inc Lafayette, Louisiana 
We have audited the accompanying statements of financial position of Neighborhood Housing Services of Lafayette, Louisiana, Inc. (a nonprofit organization) as of April 30, 1997 and 1996, and the related statements of activities and cash flows for the years then ended. These financial statement~ are the responsibility of the Organization's management. Our responsibility i~; to express an opinion on these financial statements based on our audits. We conducted our audits in accordance with general[Ly accepted auditln standards; Government Auditinq Standards issued by the Comptroller General of the United States; and the provisions of Office of Management and Budget (OMB! Circular A-133, "Audits of Institutions of Higher Education and Other Nonprofit Institutions". Those standards and OMB C~rcular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether the financia3 statements are free of material misstatement. An audit includes examining, oil a test basis, evidence supporting the amounts and disclosures in the financia~ statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overal~ financial statement presentation. We believe that our audits provide 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 Neighborhood Housing 8ervice~ of Lafayette, Louisiana, Xnc. as of Apr~l 30, 1997 and 1996, and the changes ir its net assets and its cash flows for the years then ended in conformity witl generally accepted accounting principles. Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a whole. The other supplemental information i! presented for purposes of additional analysis and is not a required part of thi! basic financial statements. Such information has been subjected to the audit]n< procedures applied in the audit of the basic financial statements and, in ou~ opinion, is fairly stated in all material respects in relation to the basi< financial statements taken as a whole. 

I. 



 

AS discussed in Note 1 to the financial statements, in 1997 the Organization changed its method of accounting for contributions and its method of financial reporting and financial statement presentation. In accordance with Government Auditinq Standards, we have also issued a report dated July 31, 1997 on our consideration of Neighborhood Housing Services of Lafayette, Louisiana, Inc.'s interna] control structure and a report dated July 31, 1997 cln Neighborhood Housing Services of Lafayette, Louisiana, Inc.'s compliance with laws and regulations. 

Lafayette, Louisiana Juicy 31, 1997 

Dar.all, Sikes & Frederick A Corporation of Certified Public Accountants 



ASSETS 

NEIGHBORHOOD HOUSING SERVICES OF LAFAYETTE, 1,0UISIANA, INC. Statements of! Financial Position April 30, 1997 and 1996 

Cash Unrestricted Restricted Interest-bearing deposits Due from the City of Lafayette Prepaid expenses Loans receivable, net Land Equipment, net; of accumulated depreciation Building, net of[ accumulated depreciation Other receivables TOTAL ASSETS 
LIABILITIES AND NET ASSETS LIABILITIES (PAYABLE FROM CURRENT ASSF.TS Accounts payable and accrued liabilities Other liabilities Capital lease payable 

LIABILITIES (PAYABLE FROM RESTRICTED ASSETS Tax and insurance payable Loan collections due to others Undisbursed loan proceeds 
Total liabilities NET ASSETS Unrestricted TOTAL LIABILITIES AND NET ASSETS 

1997 1996 
$164,295 15,384 19,555 1,919 673,720 3,645 9,906 22,967 325 $911,716 ~~=== 

$ 8,783 42 4,680 13~505 
7,701 3,014 9,448 20,163 

$209,948 19,178 6,311 11,895 1,867 482,238 145 2,858 25,297 4,170 $763,907 ===~~~== 

$ 10,386 42 i0 428 
4,946 7,750 i0,129 22,825 33,668 33,253 

878,048 730,654 $911,716 $763,907 

The accompanying notes are an integral part of this financial statement 



UNRESTRICTED NET ASSETS Support Passed through federal funds City of Lafayette Other Contributions 

NEIGHBORHOOD HOUSING SERVICES OF LAFAYFTTE, LOUISIANA, INC. Statements of Activities Years Ended April 30, 1997 and 1996 

Revenue Interest Gain on sa{e of purchased rehabilitation Other Fundraising 
Net assets released from restrictions Total support, revenue and net assets released from restrictions Expenses Personnel cost Accounting and auditing Bad debts Contractual services Depreciation Insurance Telephone arm utilitles Office supplies Travel and seminars Maintenance Rent Other Interest Fundraising Total expenses ncrease in unrestricted net assets TEMPORARILY RESTRICTED NET ASSETS Governmental grants Net assets released from restrictions Restrictions satisfied by payments ncrease in temporarily restricted net assets NCREASE IN NET ASSETS NET ASSETS, beginning NET ASSETS, ending 

The accompanying notes are an integral part of this financial statement 

1997 1996 
$ 66,554 68,000 3,500 138,054 31,574 12,056 10,721 54~351 115,000 

$ 74,337 25,000 2,000 
2],751 552 5,381 2__~9 684 35. D00 __307,405 16_~6~02602j 01,453 10,989 2,679 1,848 4,049 6,619 6,429 8,010 4,676 2,572 1.950 7,280 689 768 _160,011 _147,394 304~37 115,000 35,000 _(115,000) 3~3~_QQ 

147,394 30,439 ___~0,654 700 215 $ 878,048 $730,654 ========= ======_= 



Depreciation Bad debts 
G ACTIVITIES 

NEIGHBORHOOD HOUSING SERVICES OF LAFAYETTE, LOUISIANA, INC. Statements of Cash Flows Years Ended April 30, 1997 and 1996 

~e changes in net assets by operating activities 
Gain on sale of purchased rehabfIftatfon Donated assets h~cLuded in support (Increase) decrease in operating assets - Due from City of Lafayette Prepaid insurance Other receivables (Decrease) in liabilities - Accounts payable and accrued liabilities Other Liabilities Net cash provided by operating activities CASH FLOWS FROM IBVESTING ACTIVITIES Loans issued Loan payments received Sale of Loans Purchase of fixed assets Net cash provided (used) by investing activities CASH FLOWS FROM FIRANCIHG ACTIVITIES Proceeds from borrowings under capitat Lease obligations Principle pa~nents under capital [ease obligations Net cash provided by financing activities Net increase (decrease) in cash CAS~, beginning CASH, ending 
Supplemental information Interest experlse 

The accofapanying notes are an integral part of this financial statement 

997 

(7,660) (4,367) (52) (I,867) 3,845 306 (I,603) -- (2,662) _ 142,490 (338,866) 144.705 
(4,708) (27~138) 24.692 (49,274) 36,632 32.492 -- (8,767) -- ~202,928) 19,850 

5,902 __ (I,222) -- 4,680 (55,758) 44,542 235,437 . 190,895 $ 179,679 $235,437 =====~=== ======== 
$ 689 $ - 



NEIGHBORHOOD HOUSING SERVICES OF LAFAYETTE, LOUISIANA, INC Notes to Financial Statements (Continued 
E. Cash and Cash Ecn/ivalents For the purposes of the statement of cash flows, the Organization considers all highly liquid debt: instruments purchased with an original maturity of three months or less to be cash equivalents. There were no cash equivalents at April 30, 1997 and 1996. F. Undisbursed Loan Proceeds Some of the loans made by NHS are to enable the homeowner to perform rehabilitation work to their home. On the date that this typE! of loan is made by NHS, the applicable loan program transfers the loan proceeds to an escrow cash account in the operating program. A contract is entered into with a contractor for the rehabilitation work, and as work is performed, NHS disburses the funds. The amount of loan proceeds transferred to the operating program and undisbursed at year end is reported as a liability. G. Restricted Assets Escrow cash accounts are classified as restricted assets on the statement of financial position because they represent escrow payments by borrowers for property taxes and homeowners insurance, collections of principal and interest payments collected on behalf of others and undisbursed loan proceeds. An offsetting liability is reported for the future disbursement of the collected funds and undisbursed advance pa~uents of taxes and insurance. H. Loans Allowance for Loan Losses and Interest Income Loans are stated at the amount of unpaid principal, reduced by an allowance for loan losses. Interest on loans is calculated and accrued by using the simple interest method on monthly balances of the principal amount outstanding. The allowance ]provision for loan charged against the for loan losses is losses charged to allowance for loan established expenses. through a Loans are losses when management believes that the collectibil~ty 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 o11 evaluations of the collectibility of loans and prior loan loss experience. The evaluations take 



NEIGHBORHOOD HOUSING SERVICES OF LAFAYETTE, LOUISIANA, INC Notes to Financial Statements (Continued 
into consideration such factors as changes in the nature and volume of the loan portfolio, overa].l portfolio quality, review of specific problem loans, and current economic conditions that may affect the borrowers' ability to pay. I. Financial Statement Presentation Effective July i, 3.996, NHS adopted Statement of Financial Acceunting Standards (SFAS) No. 117, "Financial Statements of Not-for-Profit Organizations." AS required by SFAS No. i17, financial statement presentation has been revised to incorporate the required statements as well as specific reporting practices within these statements. j. Rec]assifi f Financial Statement Presentation Certain reclassifications have been made to the 1996 financial statements to conform with 1997 financial statement presentation. Such reclassifications have had no effect on the change in net assets for 1.996. K. Contributions NHS also elected to adopt SFAS No. 116 "Accounting for Contributions Received and Contributions Made," in 1997. In accordance with SFAS NO. 116, contributions received are recorded as unrestricted, temporarily restricted, or permanently restricted support depending on the existence and/or nature of any donor restrictions. There was no effect on k~S' change in net assets for 1996 as previously reported, as a result of this election. L. Use of Es~timates The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities as the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates. 



NEIGHBORHOOD HOUSING SERVICES OF LAFAYETTE, LOUISIANA, INC Notes to Financial Statements (Continued 
M. !!tog_rams To insure observance of limitations and restrictions placed on the use of resources available to the Corporation, the accounts of the Corporation are maintained in four separate programs. This procedure allows resources for various purposes to be classified for accounting and reporting purposes into programs established according to their nature and purpose. Separate accounts are maintained for each program. The assets, liabilities, and net assets of Neighborhood Housing Services of Lafayette, Louisiana, Inc. are reported in four self-balancing programs as follows: Ooeratlna Proaram The Operating Program includes unrestricted and restricted resources of expendable funds that are aw~ilable for support of program operations. Community Devel!o/0ment Block Grant Revolv Proqram The CDBO Revolving Loan Program represents funds received from the United States Department of Housing and Urban Development for the purpose of improving housing stock in the City of Lafayette by means of low and/or no interest loans to residents for housing rehabilitation. Neiqhborhood Reinvestment Corporation Revolvin~ Loan Pro qram The NRC Revolving Loan Program is used to account for funds received from the Neighborhood Reinvestment Corporation for purposes of making loans to homeowners wanting to improve their homes but who cannot be served by local financial institutions and makin~ loans to low and moderate income individuals to facilitate the purchase of affordable housing for occupancy. 
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NEIGHBORHOOD HOUSING SERVICES OF LAFAYETTE, LOUISIANA, INC Notes to Financial Statements (Continued 
O.M.E. Revolvina Loan Proaram The H.O.M.E. Revolving Loan Program is used to account for funds received from the United States Department of Housing and Urban Development through the City of Lafayette, Louisiana to provide affordable housing to first-time home buyers in accordance with the provisions and regulations of the Crantston-Gonzales National Affordable Housing Act of 1990. 

Loans Receivable The loans receivable are comprised of loans to homeowners in a specific geographical area who desired to improve their homes or purchase homes, but were unable to obtain financing at a conventional financial institution and are stated at the principal amounts outstanding at the financial statement date. The following summary reflects activities in the loan accounts for the various funds for the year ending April 30, 1997: 
Balance, beginning of year Loans made during the year Payments received during the year Balance, end of year Less: Allowance for loan losses Loans, net 

CDBG NRC H.O.M.E. $ 267,109 135,690 . (101,396 301,403 ~ (19,135 
$120,311 110,193 - (7,060 223,444 _(i0,327 
$124,138 92,982 _(36,250 180,870 (2,535 282,268 ~213,]17 $178,335 Transactions in the allowance for loan losses for the year were as follows: 

Balance, beginning of year Provision charged to operation Balance, end of year 
CDBG $19,898 (763) 

NRC. H. 0. M. E $ 7,668 2,659 $1,753 782 
Management is of the opinion that the Allowance for Loan Losses. account at April 30, 1997 and ]996;, is sufficient to cover any possible loan losses. 

i0 



NEIGHBORHOOD HOUSING SERVICES OF LAFAYETTE, LOUISIANA, INC ~tes to Financial Statements (Continued 
3) Loans Serviced for Others NHS and Neighborhood Hou~;ing Services of America, Inc. (AU4SA) have entered into a purchase service contract agreement whereby NHS is paid the principal amount of the loan balance at the time of the purchase and a monthly commission of .03125% of the outstanding balance of the loan for servicing the loan. Should any of these loans become over 90 days delinquent, ~{S must repurchase the delinquent loan or replace it with another acceptable loan or loans. The total balance of such loans at April 30, 1997 and 3.996 is $339~413 and 4;377,285, respectively. Since 1988, NHS has sold loans to Neighborhood Housing Services of America, Inc . as follows : 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 
4) Buildinq and Ecn/iDment Building and equipment consist of the following 
Land Building Equipment. Equipment. held under capital lease 
Less: Accumulated depreciation 

ii 

$ 87,44? 130,430 118,883 82,140 
98~884 32.492 
$550,276 

1997 1996 $ 3,645 46,615 8,157 9O2 64,319 
$ 145 46,615 5,292 52,052 27~801 23,752 $36,518 $28,300 



NEIGHBORHOOD HOUSING SERVICES OF LAFAYETTE, LOUISIANA, INC Notes to Financial Statements (Continued 
I~% October 1996, the Organization entered into a capital lease expiring in 2000. The asset and related liability under the capital lease are recorded at the lower of the present value of the minimum lease payments or the fair value of the asset. The asset is depreciated over its useful life. Depreciation of the asset under capital lease is included in depreciation expense for the year ended April 30, 1997: Minimum future lease paynLent:s under this capital lease as of April 30 1997, are as follows: Year ended April 30 1998 1999 2000 Total minimum lease payments Less: amount representing interest Present value of net minimum lease payments 
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$2,336 2,336 779 5,451 (77~ $4,680 ====:: 



INTERNAL CONTROL, COMPLIANCE 



Darnall, Sil ,% , Frederick ' , ,,,,,, ,, ~,q,,,, ,i.,n,,r( ~16]t,d P.I,Li, M ,~u,,,.,i,~ hd,. p \, sh,~.t, \ Independent Auditor's Report on Internal Control ,,Ij,~,~i,.);, Structure Based on an Audit of Financial Statements Performed in Accordance with Government Audi tinct Standards , : ~ t,l 
TO the Board of Directors Neighborhood Housing Services of Lafayette, Louisiana, Inc Lafayette, Louisiana 
We have audited the financial statements of Neighborhood Housing Service5; o[ Lafayette, Loui~1iana, Inc. (a nonprofit organization) as of and for the yea~ ended April 30, 1997, and have issued our report thereon dated July 31, 1997. We conducted our audit in accordance with generally accepted auditincl standards, Governm~Int Auditin~ Stan__dard.,!, issued by the Comptroller General of t[he United States, and Office of Management and Budget (OMB) Circular A-133~ "Audits of Institutions of Higher Education and Other Nonprofit Institutions". Tihose standards and OMB Circular A-133 require that we plan and perform the audit to obtain rea~Ionable assurance about whether the financial statements are free of material misstatement. The management of Neighborhood Housing Services of Lafayette, Louisiana, Inc. is responsible for establishing and maintaining an internal control structure. In fulfilling this responsibility, estimates and judgments b} management are required to assess the expected benefits and related costs of internal control structure policies and procedures. The objectives of a~: 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 generally accepted accounting principles. Because of inherent limitations in any internal control structure, errors o~ 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 ma} deteriorate. 
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In planning and performing our audit of the financial, statements of the Neighborhood Housing Services of Lafayette, Louisiana, Inc., for the year ended April 30, 1997, 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 expressin9 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. We noted a certain matter involving the internal control structure and its operation that we consider to be a reportable condition 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 our judgment, could adversely affect the organization's ability to record, process, summarize, and report financial data in a manner that is consistent with the assertions of management in the financial statements. Escrow Balances and Loan Subsidiary Ledqf!rs Finding In reviewing the loan ledgers, it: was noted that discrepancies exist in the escrow amounts for each loan. The total escrow amounts per the subsidiary do not e~al the liability on the general ledger and NHS has not been able to verify that the escrow amounts for each loan is adequate. Also, several instances were noted in which the loan subsidiary ledgers did not agree to the general ledger. This is due to corrections being made to the subsidiary for errors in posting principal and interest that are not being made to the general ledger. Recommendation 5[HS needs to continue researching the escrow balances on each individual loan ledger and amend the escrow agreements with the clients as determined to be necessary to ensure that the proper amount is being escrowed for the payment of taxes and insurance. Also, any time an error in posting to the cash receipts journal is noted that affects the loan balances, the correction should also be made on the general ledger. NHS should research the cost of implementing a computerized loan ledger system which would eliminate all errors associated with manual transactions. Response Management has reconciled the subsidiary ledger to the general ledger and will continue to do so on a monthly basis. Also, management has implemented procedures to verify that the escrow agreements are accurate and that the proper amounts are being escrowed. Management has obtained approval from the Board of Directors to purchase software which will. allow for computerization of the loan ledger system. 
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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 financial statements beiz~g audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. Our consideration of the internal control structure would not necessarily disclose all matters in 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 We believe the reportable conditions described above are material weaknesses. This report is intended for the information of the Board of Directors and management. However, this report is a matter of public record, and its distribution is not limited. 

Lafayette~ Louisiana July 31, 1997 

Dar.all, Sikes & Frede.rick A Corporation of Certified Public Accountants 
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Darnali, Sikes ~, Frederick 
Independent Auditor's Report on Internal Control ~,~.,,i,,, Structure Used in Administering Federal Awards 

TO the Board of Directors Neighborhood Housing Services of Lafayette, Louisiana, Inc Lafayette, Louisiana 
] .(~i }i il~,l L .,11 

We have audited the financial statements of Neighborhood Housing Services of Lafayette, Louisiana, Inc. (a nonprofit organization) as of and for the yea~ ended April 30, 1997, and have issued our report thereon dated July 31, 1997. We have also audited the compliance of Neighborhood Housing Services of Lafayette, Louisiana, Inc. with requirements applicable to major federal award programs and have issued our report thereon dated July 31, 1997. We conducted our audit in accordance with generally accepted auditin~ standards; Government Auditinq Standards issued by the Comptroller General of the United States; and Office of Management and Budget ~OMB) Circular A-133, "Audits of Institutions of Higher Education and Other Nonprofit Institutions". Those standards and 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 and about whether Neighborhood Housing Services of Lafayette, Louisiana, Inc. complied with laws and regulations, noncompliance with which would be material to a major federal award program. In planning and performing our audit for the year ended April 30, 1997, wi! considered Neighborhood Housing Services of Lafayette, Louisiana, Inc.'s internal control structure in order to determine our auditing procedures for the purpose of expressing our opinions on Neighborhood Housing Services of Lafayette, Louisiana, Inc.'s financial statements and on its compliance with requirement~ applicable to major programs and to report on the internal control structure ~i accordance with OMB Circular A-133. This report addresses our consideration of internal control structure policies and procedures relevant to compliance w~t~ requirements applicable to federal award programs. We have addressed internal control structure policies and procedures relevant to our audit of the financi~] statements in a separate report dated July 31, 1997. The management of Neighborhood Housing Services of Lafayette, Louisiana, Inc. is responsible for establishing and maintaining an internal contro~ structure. Ill fulfilling this responsibi1~ty, estimates and judgments b} management are required to assess the expected benefits and related costs of internal control structure policies and procedures. The objective~"'o~"isr~ internal control structure are to provide management with reasonable,.,bu~bt 
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absolute, assurance that assets are safeguarded against loss from unauthorize6 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 awards 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 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, we have classified the significant internal control structure policies and procedures used in administering federal programs in the following categories: Account ino- Controls Cash Support, revenue and receivables Expenses for goods and sezw[ces and accounts payable Payroll and related liabilities 
Political activity Civil rights Cash management Federal financial reports Drug-Free Workplace Act Allowable costs/cost principles Administrative Requirements 

a ive Controls Specific Rec~lir Tyl)es of services allowed or not allowed Federal financial reports and claims for advances and reimbursements Eligibility 
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 year ended April 30, 1997, Neighborhood Housing Services Lafayette, Louisiana, Inc. expended 59% of its total federal awards under following major federal award program: United States Congress: Neighborhood Reinvestment Corporation 

of the 

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 have considered relevant to preventing or detecting material noncompliance with specific requirements, general requirements, and requirements governing claims for advances and reimbursements that are applicable to the aforementioned major federal award program. 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. 
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We noted a certain matter involving the internal control structure and its operation that we consider to be a reportable condition under standards established by the American Institute of Certified Public Accountants. Reportable conditions involve matters coming to our attention relating to significant defJ.ciencies in the design or operation of tile internal control structure that, in our judgment, could adversely affect NHS's ability to administer federal awards programs ill accordance with applicable laws and regulations. Escrow Balances and Loan Subsidiary Ledgers Finding In reviewing the loan ledgers, it was noted that discrepancies exist in the escrow amounts for each loan. The total escrow amounts per the subsidiary do not equal the liability on the general ]edger and bq{S has not been able to verify that the escrow amounts for each loan is adequate. Also, several instances were noted in which the loan subsidiary ledgers did not agree to the general ledger. This is due to corrections being made to the subsidiary for errors in posting principal and interest that are not: being made to the general ledger. Reeommendation NHS needs to continue researching the escrow balances on each individual loan ledger and amend the escrow agreements with the clients as determined to be necessary to ensure that the proper amount is being escrowed for the payment of taxes and insurance~ Also, any time all error in posting to the cash receipts journal is noted that affects the loan balances, the correction should also be made to the general ledger. NHS should research the cost of implementing a con~uterized loar~ ledger system which would eliminate all errors associated with manual transactions. Response Management: has reconciled the subsidiary ledger to the general ledger and will continue to do so on a monthly basis. Also, management has implemented procedures to verify that the escrow agreements are accurate and that the proper amounts are being escrowed. Management has obtained approval from the Board of Directors to purchase software which wi]l allow for computerization of the loan ledger system. 
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 detested within a timely period by employees in the normal course of performing their assigned functions. Our consideration of the internal control structure policies and procedures used in administering federal awards would not necessarily disclose all matters in 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, we believe the reportable conditions described above are material weaknesses. 
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This report is intended for the information of the Board of Directors and management. However, this report is a matter of public record, and its distribution is not limited. 

Lafayette, Louisiana July 31, 1997 

Dar.~ll, Sikes & Frederick A Corporation of Certified Public Accountants 
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Darnall, Sikes ,'~i~ Frederick '~,H, ~<<~,H,,,,,,~Independent Auditor's Report on Compliance Based on an audit of Financial Statements Performed in Accordance with Government Auditina Standards 
To the Board of! Directors Neighborhood Housing Services .of Lafayette, Louisiana, Inc Lafayette, Louisiana 
We have audited the financial statements of Neighborhood Housing Services of Lafayette, Louisiana, Inc., (a nonprofit organization) as of and for the year ended April 30, 1997, and have issued our report thereon dated July 31, 1997. We conducted our audit in accordance with generally accepted auditing standards, Government Auditinq Sta~d~Er_ds, issued by the Comptroller General of the United States; and Office of Management and Budget (OMB) Circular A-133, "Audits of Institutions of Higher Education and Other Nonprofit Institutions". Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of materlal misstatement. Compliance with laws, regulations, contracts, and grants applicable to Neighborhood Housing Services of Lafayette, Louisiana, Inc. is the responsibility of the Organization's management. As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, we performed tests of the Organization'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 such an opinion. The results of our tests required to be reported under disclosed no instances of noncompliance that are Government Auditina Standards. This report is intended for the information of the Board of Directors and management. However, this report is a matter of public record and its distribution is not limited. 

Lafayette, Louisiana July 31, 1997 
Dar,~ll, Sikes & Frederick A Corporation of Certified Public Accountants 
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I)arnall, Sikes ,% Frederick 
Independent Auditor's Report on Compliance with the General Requirements Applicable to Federal Awards Programs 

To the Board of Directors Neighborhood Housing Services of Lafayette, Louisiana, Inc Lafayette, Louisiana 

,, t~,r L,~L'~I,',.,b M llw, ,, 
K,,II,I~I~,, i l j, x]~lll Xl I I ~111, I~ II ( hli.lb,~ X I~.,I] I L,IIII I' '11 Xh,~,,l~ \1 

We have audited the financial statements of Neighborhood Housing Services of Lafayette, Louisiana, Inc. (a nonprofit organization) as of and for the yeal ended April 30, 1997, and have issued our report thereon dated July 31, 1997. We have applied procedures to test Neighborhood Housing Services of Lafayette, Louisiana, Inc.'s compliance with the following requirements applicable to its federal programs, which are identified in the accompanying Schedule of Federal Awards, for the year' ended April 30, 1997: Political activity Civil rights Cash management Federal financial reports Allowable costs/cost principles Drug-Free Workplace Act Administrative requirements Our procedures were limited to the applicable procedures described in the Office of Management and Budget's "Compliance Supplement for Audits of Institutions of Higher Learning and Other Nonprofit Institutions". Our procedures were substantially less in scope than an audit, the objective of which is the expression of an opinion on N-HS's compliance with the requirements listed in the preceding paragraph. Accordingly, we do not express such an opinion. With respect to the items tested, the results of our procedures disclosed no material instances of noncompliance with the requirements listed in the second paragraph of th~s report. With respect to items not tested, nothing came to ou~ attention that caused us to believe that Neighborhood Housing Services of Lafayette, Louisiana, Inc. had not complied, in all material respects, with those requirements. Also, the results of our procedures did not disclose any immaterial instances of noncompliance with those requirements. 
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This report is intended for the information of the Board of Directors an6 management. However, this report is a matter of public record, and its distribution is not limited. 

Lafayette, Louisiana July 31, 1997 

Darnall, Sikes & Frederick A Corporation of Certified Public Accountants 
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Independent Auditor's Report on Compliance with Specific Requirements Applicable to Major Federal Award Programs 
To the Board of Directors Neighborhood Housing Services of Lafayette, Louisiana, Ine Lafayette, Louisiana 

4ql ] 

We have audited the financial ststements of Neighborhood Housing Services of Lafayette, Louisiana, Inc. (a nonprofit organization) as of and for the year ended April 30, 1997, and have issued our report thereon dated July 31, 1997. We have also audited the compliance of Neighborhood Housing Services of Lafayette, Louisiana, Inc. with the allowed or unallowed; eligibility; requirements governing types of services reporting and claims for advances ancl reimbursements that are applicable to its major federal award program, which is identified in the accompanying Schedu]e of Federal Awards, for the year ended April 30, 1997. The management of NeigP~orhood Housing Services of Lafayette, Louisiana, Inc. is responsible for the compliance with those requirements. Ou~ 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; Governmental Auditing Standards issued by the Comptroller General of the United States; and Office of Management and Budget (OMB) Circular A-133, "Audits of Institutions of Higher Education and Other Nonprofit Institutions". Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whethe~ material noncompliance with the requirements referred to in the second paragraph occurred. An audit includes examining, on a test basis, evidence about the Organization's compliance with those requirements. We believe that our audi~ provides a reasonable basis for our opinion. The results of our audit procedures did not disclose any immaterial instances of noncompliance with the requirements referred to in the second paragraph. In our opinion, Neighborhood Housing Services of Lafayette, Louisiana, Inc. complied, in all material respects, with the specific requirements referred to in the second paragraph that are applicable to its major federal award program for the year ended April 30, 1997. 
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This report is intended for the information of the Board of Directors and management. Howew~r, this report Js a matter of public record, and its distribution is not limited. 
Lafayette, Louisiana July 31, 1997 

Darnall, Sikes, & Frederick A Corporation of Certified Public Accountants 
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Darnall, Sikes ~ . Frederick 
Independent Auditor's Report on Compliance with Specific Requirements Applicable to Nonmajor Federal Award Program Transactions 

TO the Board of Directors Neighborhood Housing Services of Lafayette, Louisiana, Inc Lafayette, Louisiana 

,.,,,,,2 i, ~,,k, }1 I 
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We have audited the financial statements of Neighborhood Housing Services of Lafayette, Louisiana, ~nc. (a nonprofit organization) as of and for the yea~ ended April 30, 1997, and have issued our report thereon dated July 31, 1997. In connection with Our audit of the financial statements of Neighborhood Hcusing Services of Lafayette, Louisiana, Inc. and with our consideration of NHS's internal control structure used to administer federal award programs, as required by Office of Management and Budget (OMB) Circular A-133, "Audits of Institutions of Higher Education and Other Nonprofit Institutions", we selected certain transactions applicable to certain nonmajor federal award programs for the year ended April 30, 1997. As required by OMB Circular A-133, we have performed auditing procedures to test compliance with the requirements governin9 t~es of services allowed or unallowed, eligibility, federal financial reports, and claims for advances and reind)ursements that are applicable to those transactions. Our procedures were substantially less in scope than an audit, the objective of ~lich is the expression of an opinion on NHS's compliance with these requirements. Accordingly, we do not express such an opinion. With respect to the items tez~ted, the results no material instances of noncompliance with the of our procedures disclosed requiren~ents listed in the preceding paragraph. With respect to items not tested, nothing came to oul attention that caused us to believe that Neighborhood Housing Services of Lafayette, Louisiana, Inc. had not complied, in all material respects, with those requirements. Also, the results of our procedures did not disclose any ir~material instances of noncompliance with those requirements. This report is intended for the information of the Board of Directors and management. However, this report is a matter of public record, and its distribution i~ not limited. 
Lafayette, Louisiana July 31, 1997 

Darnall, Sikes, & Frederick A Corporation of Certified Public Accountants , ,,~,, 2]:;~ i; 
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D~u'nall, Sikes ~. Fred erick 
Independent Auditor's Report on Schedule of Federal Awards 

T.D the Board of Directors Neighborhood Housing Services of Lafayette, Louisiana, Inc Lafayette, Louisiana 
We have audited the financial statements of Neighborhood Housing Services of Lafayette, Louisiana, Inc. (a nonprofit organization) as of and for the year ended April 30, 1997, and have issued our report thereon dated July 31, 1997. These financial statements are the responsibility of NHS's management. 0u: responsibility is to express an opinion on these basic financial statements based on our audit. We conducted our audit in accordance with generally accepted auditing standards, Government Auditinq Standards issued by the Comptroller General of the United States, and the provisions of Office of Management and Budget (OMB) Circular A-133, "Audits of Institutions of Higher Education and Other Nonprofit Institutions". Those standards and 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 includes examining, oi~ a test basis, evidence supporting the amounts and disclosures in the financial s5atements. 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. Our audit was conducted for the purpose of forming an opinion on the financial statements of Neighborhood Housing Services of Lafayette, Louisiana, Inc. taken as a whole. The accompanying Schedule of Federal Awards is presented for purposes of additional analysis and is not a required part of the basic financial statements. The information in that schedule has been subjected to the auditing procedures applied in the audit of the financial statements and, in ou[ opinion, is fairly presented in all material respects in relation to the basic financial statements taken as a whole. 

Lafayette, Louisiana July 31, 1997 
Darnall, Sikes & Frederick A Corporation of Certified Public Accountants ~,~,, ~i!'~i,', ~,~i~, ~i ,~,', 
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NEIGHBORHOOD HOUSING SERVICES OF LAFAYETTE, LOUISIANA, INC. 

Program Title 

Schedule of Federal Awards Year Ended April 30, 1997 

Federal Assistance Programs 
Federal CFDA Revenue Disbursements/ Number Recoqnized Expenditures 

United States Department of Housing and Urban Development: Passed through the City of Lafayette - Community Development Block Grant - Entitlement 14.218 $ 66,554 $ 66,554 HOME Investment Partnership Program N/A 35,000 35,000 United States Congress: Passed through Neighborhood Reinvestment Corporation* 
* denotes a major program 
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N/A 148,000 $249,554 ~ 148,000 $249,554 



NEIGHBORHOOD HOUSING SERVICES OF LAFAYETTE, LOUISIANA, INC. Schedule of Findings and Questioned Costs: Year Ended April 30, 1997 
There were no findings and questioned costs for the year ended April 30 1997, except as noted on page 19~ 
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NEIGHBORHOOD HOUSING SERVICES OF LAFAYETTE, LOUISIANA, INC. Follow-up on Prior Year Findings Year Ended April 30, 1997 
The following are findings included in the report on internal controls for the year ended April 30, 1996: Interfund Loans Finding During 1996, numerous errors were made in depositing loan payments and monies collected at loan closings. Also, NHS did not always transfer monies to the construction escrow account before disbursing out of the construction escrow account for' rebab. These problems resulted in the large interfund loan balances at the end of the year. Recommendation Interfund loans should be repaid to the respective loan funds Follow-up The interfund loan balances were reimbursed to the respective fund during the current year, and no new interfund loans were created during the current year. Loans sold to NHSA AS noted in the two previous audits, loan balances reported by NHSA do not agree to NHS's records. Recommendation NHS should implement procedures to ensure that the individual loan balances as reported by NHSA equal the loan ledgers maintained by NHS. FolClow-up NHS has since put measures in place to ensure that the records agree. They completed the reconciliation of their records to those of NHSA and adjusted the loan ledgers accordingly, and no exceptions were noted during the current fiscal year-end audit. Escrow Balances Finding In reviewing the loan ledgers, it was noted that discrepancies exist in the escrow amounts for each loan. The total escrow amounts per the subsidiary do not equal the liability on the general ledger and NHS has not been able to verify that the escrow amounts for each loan is adequate. 
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Recommendation NHS needs to continue researching the escrow balances on each individual loan ledger and amend the escrow agreements with the clients ad determined to b~ necessary to ensure that the proper amount is being escrowed for the payment of taxes and insurance. Follow-up NHS has almost completed the verification of the escrow deposits and will complete the remaining during the next fiscal year. The improvement was noteJ during the current audit, however, since the verifications are not complete, the f~.nding will be noted again in the current year. Loan Subsidiary Ledaers Finding It was noted that the loan subsidiary ledger does not agree to the general ledger. This is due to corrections being made to the subsidiary for errors i~l positing principle and interest that are not being made to the general ledger Recommendation: 
Any time an error in posting to the cash receipts journal is noted that affects the loan balances, the eorreetion being made on the loan ledger should be made to the general ledger also. Follow-up During the current audit, it was noted that the client implemented procedures to verify the principal and interest breakdowns posted to the cash receipts journal are accurate, therefore, reducing the amount of discrepancies between the subsidiary ledgers and the general ledger. During the current audit~ a drastic improvement was noted, however, a few discrepancies were still noted, therefore, the finding will be noted again in the current year. Loan File Documentation Finding While reviewing the noncurrent loan files lacked the proper documentation as Recommenda t ion 

files, it was noted that several of the set forth in the loan policy. 
The client should implement procedures to verify that all necessar> documents are in the loan files prior to closing the loan. Also, management should continue efforts to obtain the proper documentation in all the loan files Follow-up During the current fiscal year-end audit, all loan files examined containec~ tlhe required documentation. 
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OTHER SUPPLEMENTAL INFORMATION 
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ASSETS Ca.~;h Unrestricted Riestricted 

NEIGHBORHOOD HOUSING SERVICES OF LAFAYETTE, LOUISIANA, INC Combining Statement of FinanclaI Position April 30, 1997 

Due from the City of Lafayette Prepaid expenses Loans receivable, net Lard Equ.ipment, net of accumulated oepreciation Building, net of acc~,Jlated depreciation Other receivables Due fr~ other funds Unrestricted 

LIABILITIES (PAYABLE FROM CURRENT ASSETS) Accounts payable arEI accrued Liabilities Due to other funds Other liabilities Capital (ease payable 

Eliminations CDBG NRC H.O.M.E of Operating Revolving Revotving Revotving Interfund Fu~. ~oanF_und Loan Func~. Loan Fund Balances 

3,645 9,906 
325 

$ 18,496 
282,268 
22.967 

$ 60,301 $ 35,008 $ 
213,117 178,335 

$164,295 15,384 19,555 1,919 673,720 3,645 9,906 22,967 325 1,338 ._1--3~08 -- 3,366 1,545 (20,057) $102,562 $337,539 $276,784 $214,888 $(20,057) $911,716 ======== ======== ======== ======== ======== ======== 

$ 8,783 12,908 4,680 26,371 LIABILITIES (PAYABLE FROM RESTRICTED ASSETS) Tax and insurance payable 7,701 Loan collections due to others 3,014 Undisl~rsed loan proceeds 9,448 20~163 Total Liabilities RET ASSETS Unrestricted TOTAL LIABILITIES AND NET ASSETS 

$ - 967 38 ___1.,2oo~ 
46,534 .._ 1,00__5 5,999 187 _(20,057) 33,668 56,028 .336~5~5.'~4 270,785 .214,701 .878,048 $102,562 $337,539 $276,784 $214,888 $(20,057) $911,716 ======== =:======== ======== ======== ======== ======== 
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NEIGHBORHO00 HOUSING SERVICES OF LAFAYETTE. LOUISIANA. INC 

UNRESTRICTED NET ASSEIS Support Passed through federal funds City of Lafayette Other Contributions Revenue Interest Other Fundraising 

Combining Statement of Activities ApriI 30, 1997 

Net asset released from restrictions 

COBG BRC H.O.M.E Operating Revolving Revolving Revotving Fund Loan Fund loan Fund Loan Fund 
$ 66,554 $ 68,000 _ 3,so_o 
- 14,656 6,676 2,150 _ I0 7,_Z2~21 __17.397 _ 16,806 

$ 66,554 68,000 3~500 138,055 

Total support, revenue and net assets released from restrictions _155,~451 _.16~806 90,318 44,830 307,405 Expenses Personnel cost AccountinB and auditing Bad debts Contractual services Depreciation Insurance Telephone and utilities Office supplies Travel a~J seminars Maintenance Rent Interest Fundraising Other TotaI expenses ncrease in unrestricted net assets TEMPORARILY RESTRICTED gET ASSETS GoverrwnentaI grants Net assets released fr~n restrictions Restrictions satisfied by paylnents ncrease ~n teraporarity restricted net assets NCREASE IN NET ASSEIS BEFORE [NTERFUND TRANSFERS NTERFUND TRANSFERS Transfers from other funds Transfers to other funds Total interfund transfers 
NET ASSETS, beginning Ni~T ASSETS, ending 

(763) 2,331 

5 - 1,573 

2,659 

55 2,~1_4 

783 

10 795 
80,000 35,000 115,000 8~pO0) _(35,000) (115,000 

520 - 15,233 ~87604 . 44,037 147,394 I0,714 - 10~.14 - (1,834) - (1,834) (7,661) __~7,661) ~ (I,Z19) ~ (I,219) 10,71~ (10,7~ 11,234 13,399 79,943 42,818 147,394 .__44,793 323,135 1~9~90 843 .171,883 730,655 $ 56,027 $336,534 $270,786 $214,701 $ 878,048 ======== ==== ======== ======== ========~ 
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