
COMPLIANCE MATTERS (Continued) w Rent Proqram - (Continued Public Housin~ Maria ement Assessm n - Continued PHMAP) Certificat ent Program 
The Authority indicated that a PHMAP reporting system would be developed. 
Tenant Recertification - A review of twenty-five tenant files resulted in the following deficiencies: 1 file without form 50058 I file with no recertification data The low level of deficiencies indicates that the above exceptions were due to oversight, and no response is deemed necessary. 
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In planning and performing my audit of statements of the Housing Authority Louisiana, (the Authority), as of and 1995, I obtaincd an understanding of 
the general purpose financial of the City of Morgan city, for the year ended September 30, 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 financia] 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. Those findings are listed in the accompanying "Schedule of Findings and Recommendations". 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 judgment, could adversely affect the entity's ability to record, process, summarize, and report financial data consistent with the assertions of management in the general purpose financial statements. A msterial 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 regulatory basis 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 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, I believe the reportable conditions described above are material weaknesses. This report is intended for the information of the Board of Commissioners, management, the Department of Housing and Urban Development, and the Louisiana Legislative Auditor. However, this report is a matter of public record and its distribution is not limited. 

January 31, 1997 
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~otes to the Financial Statements Continued) 
7. COMMITMENTS & CONTINGENCIES There are certain major constructlon projects in progress at September 30, 1996. These include modernizing rental units at practically all projects. These projects are being funded by HUD. Funds are requested periodically as costs are incurred. Costs incurred on these projects and estimated cost to complete these projects totalled $1,700,469 and $484,850, respectively, at September 30, 1996. The Housing Authority participates in a number of state and federally assisted grant programs. Although the grant programs have been audited in accordance with the Single Audit Act of 1984 through Septen~er 30, 1996, these programs are still subject to compliance audits. Housing Authority management believes that the amount of disallowances, if any, which may arise from future audits will not be material. 
8. RISK ~ANAGEMENT The City is exposed to risks of loss in the areas of general and auto liability, property hazards, and workers' compensation. Those risks are handled by purchasing con~nercial insurance. There have been no significant reductions in insurance coverage during the current fiscal year. Settlements have not exceeded insurance coverage during the three year period ended September 30, 1996. 
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Notes to the Financial Statements (Continued) 
P. TOTAL COLUMNS ON COMBINED STATEMENTS The total columns on the combined statements are captioned Memorandum Only to indicate that they are presented only to facilitate financial analysis. Data in these columns do not present financial position, results of operations, or changes Jn financial position in conformity with generally accepted accounting principles. Neither is such data comparable to a consolidation. Interfund eliminations have not been made in the aggregation of: this data. 
2. CASH AND CASH EQUIVALENTS At Septen~er 30, 1996, the Authority had cash and cash equivalents (book balances) totaling $199,029. These deposits are stated at cost, which approximates market. Under state law, these deposits (or the resulting bank balances) must be secured by federal deposit insurance or the pledge of securities owned by the fiscal agent bank. The market value of the pledged securities plus the federal deposit insurance rmlst at all times equal the amount on deposit with the fiscal agent. These securities are held in the name of the pledging fiscal agent bank in a holding or custodial bank that is mutually acceptable to both parties. At September 30, 1996, the Authority has $235,309 in deposits {collected bank balances). These deposits are secured from risk by $1.19,398 of federal deposit insurance and $13.5,911 of! pledged securities held by the custodial bank in the name of the fiscal agent bank (GASB Category 3). Even though the pledged securities are considered uncollateralized (Category 3) under the provisions of GASB Statement 3, Louisiana Revised Statute 39:1229 imposes a statutory requirement on the custodial bank to advertise and sell the pledged securities within i0 days of being notified by the Authority that the fiscal agent has failed to pay deposited funds upon demand. 
3. FIXED ASSETS The changes in general fixed assets are as follows 

Balance, Balance ~in~zin~ 6jd~t'%ons Deletions Ending Land and buildings Ii, 839,145 Furniture and equipment 327,273 
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902,894 !~932 4k~9,172~ 1,037,826 
12,742,039 422,033 13,164,072 



 

HOUSING AUTHORITY OF THE CITY OF MORGAN CITY, LOUISIANA HUD LOW-RENT PROGRAM STATEMENT OF MODERNIZATION AND OTHER GRANT COSTS Project Inception Through September 30, 1996 
UNCOMPLETED PROJECTS AND GRANTS 
Funds approved Funds expended Excess of funds approved 
Funds advanced Funds expended 

1994 Drug LA48 DEP 0360294 99,390 62 , 146 
37.244 
31,966 62.146 

1994 VACANCY 1994 Comp LA48 VRP LA48P 036194 03670394 964,350 775.463 
].88,887 
674,226 775.463 

1995 Comp LA48P 03670495 625,635 595,314 613,396 311,8]] 
12.439 
574,158 613,396 

283 ~ 503 
185,349 311,811 Excess (deficiency) of funds advanced =~3~18~) _~i01,237) ~39~038) (126,462 
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HOUSING AUTHORITY OF THE CITY OF MORGAN CITY, LOUISIAIqA SUPPLEMENTARY SCHEDULE OE FEDERAL FINANCIAL ASSISTANCE Year Ended September 30, 1996 
U.S. Department of Housing and Urban Development - Direct programs: Project LA-036-001/005 - Public housing assistance program CFDA #14 . 850 - Annual contributions Operating subsidy Comprehensive grant program CFDA #14.859 - Revenue recognized Expenditures Drug elimination program CFDA #14.854 - Revenue recognized Expenditures Project LA48E-221-001/004 - Section 8 programs CFDA #14.855 & 14.857 - Program or award amount Revenue recognized Expenditures Vacancy reduction program Project LA48 VRP 036194 Revenue recognized Expenditures 

197,991" 694.928* 
1,088,871 1,088,871 
90, 90. 
489 489 471 
465 465 

322 322 
006 006 501 
645 645 

*All of this federal financial assistance was expended in the year ended September 30, 1996. 
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Notes to the Financial Statements (Continued) 
D. BASIS OF ACCOUNTING 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. W5 th this measurement focus, only current assets and current 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 is used by a]l governmental funds and agency funds. The governmental funds use the following practices in recording revenues and expenditures: Revenues Operating subsidies and the annual contributions received from HUD are recorded when available and measurable. Federal restricted grants are recorded when reimbursable expenditures have been incurred. Rental income is recorded in the month earned Substantially all other revenues are recorded when they become available to the Authority. Expenditures Salaries are recorded as expenditures when incurred 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 cu.cre~]t 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 are recognized when the related fund liability has been incurred. 
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HOUSING AUTHORYI'Y OF THE CITY OF MORGAN CYI'Y, LOUISIANA FINANCIAL REPORT September 30, 1996 

Jnc~er provisions of state law, th~S report is a public document. A copy of the report has ~ ~ ted to the audit~, or rcview~-~!, entity and other ap,{'roI:.',d3te ,t;Lfi.:~!jc officials. The re!:,or! ;s awt-~i!ab!e 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 ~.~lease Date APR 0.2,1997, -~ 
,:, L. SONNIE:" Certified Public Accc mtam .Lali~ycltc, Louisiana 



P.O. BOX 2;747 LAFAYI{TTE. LA 70502 
j. I,. SONNIER CEI{TIFIED PUBLIC ACCOUNTANT 

INDEPENDENT AUDITOR'S REPORT 
Board of Conlmissioners AND HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Morgan City, Louisiana 

(318) 235-8188 REg.: (318) 984-5928 

U. S. DEPARTMENT OF HOUSING URBAN DEVELOPMENT Housing Management Division 1661 Canal Street New Orleans, Louisiana I have audited the accompanying general purpose financial statements of the Housing Authority of the City of Morgan City, Louisiana, as of and for the year ended September 30, 1996, as listed in the foregoing table of contents. These general purpose financial statements are the responsibility of' the Housing Authority's management. My responsibility is to express an opinion on these general purpose financial statements based on my audit. I conducted rny audit in accordance with generally accepted auditing standards, Government Auditing_ Standards, issued by the Comptroller General of the United States and the provisions of Office of Management and Budget Circular A-]28, "Audits of State and Local Governments." Those standards and OM}9 Circular A-128 require that I plan and perform the audit to obtain reasonable assurance about whether the 9eneral purpose financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the general purpose 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 my audit provides a reasonable basis for my opinion. In my opinion, the general purpose financial statements referred to above present fairly, in all material respects, the financial position of the Housing Authority of the City of Morgan City, as of September 30, 1996, and the results of operations for the year then ended, in conformity with generally accepted accounting principles. My audit was made for the purpose of forming an opinion on the general purpose financial statements taken as a whole. The accompanying supplemental information, as listed in the table of contents is prese.nted for the purpose of additional analysis and is not a required part of the general purpose financial statements of the Housing Authority of the City of Morgan City. The accompanying supplemental information has been subjected to the procedures applied in the audit of the general purpose financial statements and, in my opinion, J s fairly stated in relation to the general purpose financial statements except that the analysis of surplus-regulatory basis is presented in HUD P:cescribed For]nat, which is an Other Comprehensive Basis of Accountin<3. 



INDEPENDENT AUDITOR'S REPORT (CONTINUED) 

January 31, 1997 
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HOUSING AUTHORITY MORGAN CITY, OF THE CITY OF LOUISIANA Notes to the Financial Statements AS of and for the Year Ended Septel~Jger 30, 1996 
INTRODUCTION The Housing Authority of the City of Morgan City, Louisiana (Autlhority) was created by Louisiana Revised Statute (LSA-R.S.) 40:391 to engage in the acquisition, development, and administration of a low rent housing program to provide safe, sanitary, and affordable housing to ti~e citizens of Morgan City, Louisiana. The authority is administered by a five-mender board appointed by the Mayor of the City of Morgan City, Louisiana. Members of the board serve staggered terms. Under the United States Housing Act of 1937, as amended, the U. S. Department of Housing and Urban Development (HUD) has direct responsibility for administering 10w rent housing programs in the United States. Accordingly, HUD has entered into an annual contributions contract with the authority for the purpose of assisting the authority in financing the acquisition, construction, and leasing of housing units and to make annual contributions (subsidies) to the authority for the purpose of maintaining this low rent character. The authority participates in Sect/on 8 housing assistance payment programs. The existing program provides assistance to low-income persons seeking housing by subsidizing rents between tenants and owners of existing private housing. Under this program, the authority enters into housing assistance payment contracts with landlords. The Section 8 Rental Voucher Program, another Section 8 housing assistance program, provides assistance to low-income families. The program provides for a voucher which can be used by the tenant to pay rent to any landlord he chooses. At September and provides 30, 1996, the assistance to authority manages 330 public housing units 134 Section 8 housing The Authority's owned (low-rent program) is operated under annual contribution contract nuttier FW-1403 and the Section 8 existing housing certificate and voucher programs are operated under annual contribution col]tract nul~ers FW-2153 and FW-2280V. 



Notes to the Financial Statements (Continued) 
i. SLr~IMARY OF SIGNIFICA/qT ACCOUNTING POLICIES A. BASIS OF PRESENTATION The accompanying financial statements of the Authority have been prepared in conformity with generally accepted accounting principles (G~hP) as applied to governmental units. The Governmental Accounting Standards Board (GASB) is the accepted standard setting body for establishing governmental accounting and financial reporting principles. B. REPORTING ENTITY GASB Statement No. 14 established criteria for determining the gowgrnmental reporting entity and component units that should be included within the reporting entity. Because the Authority is legally separate and fiscally independent, the Authority is a separate governmental reporting entity. The Authority is a related organization of the City of Morgan City, Louisiana since the Mayor {appointing body) appoints a voting majority of the authority's governing board. The City of Morgan City is not financially accountable for the authority as it cannot impose its will on the Authority and there is no potential for the Authority to provide financial benefit to, or impose financial burdens on, it (appointing body). Accordingly, the Authority is not a component unit of the financial reporting entity of the City of Morgan City. The are Authority includes all funds, account within the oversight responsibility Certain units of local government no oversight responsibility, such board, and municipalities within 

groups and activities, that of the Authority. over which the Authority exercises as the parish police jury, school the parish, are excluded from the accompanying financial statements. These units of government are considered separate reporting entities and issue financial statements separate from those of the Authority. In addition, the accompanying financial statements do not include various tenant associations which are legally separate entities. C. FUND ACCOUiqTING The Authority 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 government functions or activities. 



Notes to the Financial Statements (Continued) 
C. FUND ACCOUNTING (CONTINUED) 

Funds of the Authority are of the governmental type. This fund category, in turn, is divided into separate fund types. The fund classifications and a description of each existing fund type follow: Governmental Funds Governmental funds account for all or most of the Authority's general activities, including the collection and disbursement of specific or legally restricted monies, the acquisition or construction of general fixed assets, and the servicing of general long-term obligations. Governmental funds include: 1. General Fund--the genera] operating fund of the authority accounts for all financial resources, except those required to be accounted for in other funds. The General Fund includes transactions of the low rent housing assistance programs and various grant programs, 2. Special revenue fund--acceunts for the proceeds of specific revenue sources that are legally restricted to expenditures for specified purposes. The Special revenue fund contains transactions of the various Section 8 Housing Assistance programs administered by the Authority. [~. 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. 4. Capital projects fund--accounts for financial resources received and used for the acquisition, construction, or improvement of capital facilities not reported in other governmental funds. 



In my opinion, the Authority, complied, in all material respects, with the requirements governing types of services allowed or unallowed; eligibility; reporting; contract rent~ ; utility allowances; rent reasonableness ; unit inspections ; lead based paint prohibitions ; pro<:urement ; and claims for advances and reimbursements that: are applicable to each of its major federal financial assistance programs for the year ended September 30, ]996. 

January 31, 1997 
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of the Board of Housing and Urban However, this report is not limited. 



p.o. BOX 5;747 LAFAYE'IT"E. LA 70502 
J. L. SONNIER CERTIFIED PUBLIC ACCOUNTANT (318) 235-8188 RES.: (318) 984-5928 INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITII SPECIFIC REQUIREMENTS APPLICABLE TO NONMAJOR FEDERAL FINANCIAL ASSISTANCE PROGRAM TRANSACTIONS TO the President and Members of the Board of Commissioners of the Regional Inspector General for Audit Department of Housing and Urban Development 

I have audited the general purpose financial statements of The Housing Authority of the City of Morgan City, Louisiana, (the Authority), as of and for the year ended September 30, 1996, and have issued my report thereon dated January 31, 1997. In connection with my audit of tile general purpose financial statements of the Authority, and with my consideration of the Authority's internal control structure used to administer federal financial assistance programs, as required by Office of Management and Budget (OMB) Circular A-12B, "Audits of State and Local Governments," I selected certain transactions applicable to certain nonmajor federal financial assistance programs for the year ended September 30, ]996. As required by OMB Circular A-128, I have performed auditing procedures to test compliance with the requirements governing types of services allowed or unallowed; eligibility; and procurement that are applicable to those transactions. My procedures were substantially less in scope than an audit, the objective of which is the expression of an opinion on the Authority's compliance with these requirements. Accordingly, I do not express such an opinion. With respect to the items tested, the results of those 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 Authority had not complied, in all material respects, with those requirements. However, the results of my procedures disclosed immaterial instances of noncompliance with those requirements, which are described in the accompanying "Schedule of Findings and Recoramendatiens". This report is intended for the information Commissioners, management, the Department of Development and the Louisiana Legislative Auditor. is a matter of public record and its distribution 
January 31, 1997 

32 

of the Board of Housing and Urban However, this report is not limited. 



HOUSING AUTHORITY OF THE CITY OF MORGAN CITY, LOUISIANA Schedule of Findings and Recommendations Internal Accounting and Administrative Controls and Compliance 
INTERNAL CONTROL AND GENERAL COMPLIANCE MATTERS Inadeguate S~reqation q_f Dk~t_ief~__-: Due to the small number of employees necessary to administer the Authority's programs, it is not possible to effectively provide adequate segregation of duties. It is therefore important that management mitigate this control structure weakness through review of all payroll and disbursements as well as regular review of financial statements and budget performance. 
COMPLIANCE MATTERS Section 8 Program - Section 8 Tenant Files - A review of twenty-five tenant files resulted in the following deficiencies: 7 tenants with no third party income verification i form 9886 not in file or unsigned 4 lease agreements not signed by tenant and/or landlord 1 file where reevaluation was not performed until 8 months after receiving income verification indicating ineligibility 1 no attempt to recover HAP payments made after a tenant became ineligible 2 files where medical deductions were not documented 4 files where unit s~ze was not in agreement with occupancy standard 6 files with errors in computing HAP and/or utility allowance 5 files with errors in projecting income 3 files that did not contain the HAP contract with the owner 1 file where the ]andlerd was erroneously paid for the tenant rent portion by PHA 3 files where the utility allowance was paid in the wrong amount or not paid ] file with a missing social security number I file with no evidence of unit inspection in file I file with no evidence of rent reasonableness in file all housing voucher HAP payments were computed using housing payment standards Jn excess of HUD established fair market rents. 
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P.O. BOX 3747 I.AFAYETTE. I,A 70502 
j. L. SONNIER CERTIFIED PUI~[.IC ACCOUNI'AN'I 

INDEPENDENT AUDITOR'S REPORT ON SCHEDULE OF FEDERAL FINANCIAL ASSISTANCE 
TO the President and Members of the Board of Commissioners of the Housing Authority of the City of Morgan City, Louisiana Morgan City, Louisiana 

(318) 235-8188 RES.: (318) 984 5928 

Regional Inspector Genera] for Audit Department of }lousing and Urban Development 
I have audited the general purpose financial statements of the Housing Authority of the city of Morgan city, Louisiana (the Authority) as of and for the year ended September 30, 1996, and have issued my report thereon dated January 31, 1997. These general purpose financial statements are the responsibility of the Authority's management. My responsibility is to express an opinion on these general purpose financial statements based on my audit. I conducted my audit in accordance with generally accepted auditing standards; Gove~q]ment Auditing Standards, issued by the Comptroller General of the United States; and the provisions of Office of Management and Budget Circular A-128, "Audits of State and Local Governments." Those standards and OMB circular A-128 require that 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 regulatory basis financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as we]] as evaluating the overall financial statement presentation. I believe that my audit provides a reasonable basis for my opinion. My audit was conducted for the purpose of forming an opinion on the general purpose financial statements of the Authority, taken as a whole. The accompanying Schedule of Federal Financial Assistance is presented for purposes of additional analysis and is not a required part of the genera] purpose finane]a] statements. The information in that schedule has been subjected to the auditing procedures applied in the audit of the genera] purpose financial statements and, in my opinion, is fairly presented in all material respects in relation to the general purpose financial statements taken as a whole. 

January 31, 1997 
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Notes to the Financial Statements (Continued) 
4. RETIREMENT SYSTEMS The Authority participates in the Group Retirement Plan of the Louisiana Housing Council which is a defined contribution plan. The plan consists of employees of various local and regional housing authorities, urban renewal agencies, and other similar organizations. Through the plan, the Authority provides pension benefits for all full-time employees. Under a defined contribution plan, benefits depend solely on amounts contributed to the plan and investment earnings. Benefits of the plan are funded by employee and employer contributions. Participants in the plan are required to make a monthly contribution equal to five per cent of their basic compensation. The Authority makes a monthly contribution equal to seven per cent of each participant's basic compensation. The employer contributions and earnings allocated to each participant's account, are fully vested after five years of continuous service. The Authority's total payroll for the fiscal year ended September 30, ]996 was $279,496. The Authority's contributions were made based on the total covered payroll of $216,150. The Authority and the covered employees made the required contributions for the year 30, 1996. The employee contributions totaled $i0 Authority's contributions totaled $15,]31 
5. COMPENSATED ABSENCES 

ended September 807 while the 
At Septen~er 30, 1996, employees of the Authority have accumulated al~d vested $71,157 of employee leave benefits. This amount is not expected to be paid from current available resources; therefore, the liability is recorded in the general long-term obligations account group. 
6. CHA/{GES IN GENERAL LONG-TERM OBLIGATIONS The following is a su1~ary of long-term obligation transactions for the year erLded September 30, 1996: Notes and Compensated Bonds Absences Long-term obligations at Septe~Joer 30, 1995 2,359,208 Additions Deductions Long-term obligations at Septer~Joer 30, 1996 ]11,324 2.248.084 

14 

59,020 12,137 
Long-Term Interest Payable 242,613 

71 ]57 242 613 
2,660,841 12,137 iii,124 2 , 561, 854 



P.O, BOX 3747 I,AFAYETTE. LA 70502 
]. L. SONNIER CERTIFIED PUBLIC ACCOUNTANT (318) 235.8188 RES: (318) 984 5928 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL STRUCTURE BASED ON AN AUDIT OF GENERAL PURPOSE FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
TO the President and Members of the Board of Commissioners of the Housing Authority of the City of Morgan City, Louisiana Morgan City, Louisiana 

Regional Inspector Genera] for Audit Department of Housing and Urban Development 
I have audited the general purpose financial statements of the Housing Authority of the City of Morgan City, Louisiana, (the Authority), as of and for the year ended September 30, 1996, and have issued my report thereon dated January 31, 1997. I have conducted my audit in accordance with generally accepted auditing standards; Government Auditing Standards, issued by the Comptroller General of tile United States; and the provisions of Office of Management and Budget Circular A-128, "Audits of State and Local Governments." Those standards and OMB Circular A-]28 require that I plan and perform the audit to obtain reasonable assurance about whether the general purapose financial statements are free of material misstatement. The management of the Authority, is responsible for establishing and maintaining an internal control structure. In fulfilling this responsibility, estimates and judgments by management are required to assess the expected benefits and related costs of internal control structure policies and procedures. The objectives of an internal control structure are to provide management with reasonable, but not absolute, assurance that assets are safeguarded against loss from unauthorized use or disposition, 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 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. 
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Notes to the Financial Statements (Continued) 
Other Financing Sources (Uses) Transfers between funds that are not expected to be repaid (or any other types, such as capita] lease transactions, sale of fixed assets, debt extinguishments, long-term debt proceeds, et cetera) are accounted for as other financing sources (uses) . These other financing sources (uses) are recognized at the time the underlying events occur. Deferred Revenues The Authority reports deferred revenues on its confined balance sheet. Deferred revenues arise when resources are received by the Authority before it has a legal claim to them, as when grant monies are received before the incurrence of qualifying expenditures. In subsequent periods, when the Authority 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 sununari zes the budget activities of the Housing Authority during the year ended September 30, 1996. I. The Housing Authority adopted budgets for the General Fund and the special revenue fund and the capital projects funds. The capital project funds budget: to actual comparison has not been included since the capital projects are multiple-year endeavors. 2 The budgets are prepared on the modified accrual basis of accounting. All appropriations lapse at year end. 3 Encun~rances are not recognized within the accounting records for budgetary control purposes. 4 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. Budget amounts included in the accompanying financial statements include the original adopted budget and all subsequent amendments. 5 HUD approves a]l budgets (and amendments thereto) adopted by the Housing Authority. Budoet data presented in the financial statements are as amended 
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Notes to the Financial Statements (Continued) 
F. ENCUMBRANCES Encumbrance ac.counting, under which order to reserve that portion of the emp[< oyed. 
G CASH AND CASH EQUIVALENTS .AND INVES~4ENTS 

H. SHORT-TERM INTERFUND RECEIVABLES/PAYABLES 

I. FIXED ASSETS 

J. ACCOUNTS RECEIVABLE 

purchase orders are recorded Jn applicable appropriation, is not 

The District utilizes the direct write-off receivable becoming worthless during the uncollectible accounts receivable was made 
K. DOLLAR SIGNS 

method for accounts year. NO allowance for due to inm~ateriality. 
All amounts are reported in U. S. dollars. Dollar signs have been eliminated. 
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Notes to the FinanciaI Statements (Continued) 
L. COMPENSATED ABSENCES The Housing Authority follows LouisJana Civil Service regulations for accumulated annual and sick leave. Employees may accumulate up to three hundred 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 is recognized as a current-year expenditure in the governmental funds when leave ~s actually taken or when employees are paid for accrued leave upon retirement or death, while the cost of leave privileges not requiring current resources is recorded in the genera] long-term obligations account group. 
M. LONG-TER/~{ OBLIGATIONS Long-tenu obligations expected to be financed from governmental funds are reported in the general ion~-term obligations account group. Expenditures for principal and interest payments for long term obligations are recognized in the governmental funds when due. 
N. FUND EQUITY ]~eserves 
~eserves represent those portions of fund equity not available [or expenditures or legally segregated for a specific future use. Designated Fund Balances Designated fund balances represent tentative plans for future use of financial resources. 
O. INTERFUND TRANSACTIONS Transactions that const J tute reimbursements to a fund for expenditures initially made from Jt 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. 

]2 



P.O. BOX :t747 LAFAYE'V~E, LA 70502 
J. L. SONNIER CERTIFIED PUBLIC ACCOUNTANT (318) 235 8188 RES.: (318) 98,4 592B INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH SPECIFIC REQUIREMENTS APPLICABLE TO MAJOR FEDERAL FINANCIAL ASSISTANCE PROGRAMS 

TO the President and Members of the Board of Commissioners of the Housing Authority of the City of Mcrgan City, Louisiana Morgan city, Louisiana 
Regional Inspector General for Audit Department of }lousing and Urban Development 

I have audited the general purpose financial statements of the Housing Authority of the City of Morgan City, Louisiana, (the Authority), as of and for the year ended September 30, 1996, and have issued my report thereon dated January 31, 1997. I have also audited the Authorjty's compliance with the requirements governing types of services allowed or unallowed; eligibility; reporting; contract rents; utility allowances; rent reasonableness; unit inspections; lead based paint prohibitions; procurement; and claims for advances and reimbursements that are applicable to each of its major federal financial assistance programs, which are identified in the accompanying supplementary Schedule of Federal Financial Assistance for the year ended September 30, 1996. The management of the Authority is responsible for it's compliance with those requirements. My responsibility is to express and opinion on compliance with those requirements based on my audit. I conducted my audit of compliance with those requirements in accordance with generally accepted auditing standards, Government Audit:ing Standards, issued by the Comptroller General of the United States, and Office of Management and Budget Circular A-128, "Audits of State and Local Governments." Those standards and OMB Circular A-]28 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 Authority's compliance with those requirements. I believe that my audit provides a reasonable basis for my opinion. The results of my audit procedures disclosed immaterial instances noncompliance with the requirements referred to above, which described in the accompanying "Schedule of Findings of are and Recommendations". I considered these instances of noncompliance in forming my opinion on compliance, which Js expressed in the following paragraph. 
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P.O, BOX 5;747 LAFAYE'I~FE. I.A 70502 
J. L. SONNIER CERTIFIED PUI3LIC ACCOUNTANT 

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH THE GENERAL REQUIREMENTS APPLICABLE TO FEDERAL FINANCIAL ASSISTANCE PROGRAMS TO the President and Members of the Board of Commissioners of the Housing Authority of the City of Morgan City, Louisiana Morgan city, Louisiana 

(318) 235-8188 RES.: (318) 984 5928 
Regional Inspector General for Audit Department of Housing and Urban Development 

I have audited the general purpose financial statements of the Housing Authority of the C~ty of Morgan City, Louisiana, (the Authority), as of and for the year ended September 30, 1996, and have issued my report thereon dated January 31, 1997. I have applied procedures to test following requirements applicable the Authority's compliance with the to its federal financial assistance programs, which are identified in the supplementary Schedule of Federal Financial Assistance for the year ended September 30, 1996: political activity, Davis-Bacon Act, civil rights, cash management, federal financial reports, allowable costs/cost principles, Drug-free Workplace Act, and administrative requirements. My procedures were limited to the applicable procedures described in the Office of Management and Budget's "Compliance Supplement for Single 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 Authority's, compliance with the requirements listed in the preceding paragraph. Accordingly, I do not express such an opinion. With respect to the items tested, the results of those procedures disclosed no material instances of noncompliance with the requirements listed in the second paragraph ef this report. With respect to items not "tested, nothing came to my attention that caused me to believe that the Authority had not complied, in all material respects, with those requirements. However, the results of my procedures disclosed immaterial instances of noncompliance with those requirements, which are described in the accompanying "Schedule of Findings and Recommendations. " This report is intended for the information of the Board of Commissioners, management, the Department of Housing and Urban Development, and the Louisiana Legislative Auditor. However, this report is a matter of public record and its distribution is not limited. 
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Those findings are listed in the accompanying "Schedule of Findings and Recommendations". I considered the instances of noncompliance in forming my opinion on whether the general purpose financial statements of the Housing Authority of the City of Morgan City, Louisiana, are presented fairly Jn conformity with Generally Accepted Accounting Principles, in all material respects, and this report does not affect my report dated January 31, 1997, on those general purpose financial statements. I also noted certain immaterial instances of noncompliance that I have listed in the accempanying "Schedule of Findings and RecommendatJons." This report is intended for the information of the Board of Commissioners, management, the Department of Housing and Urban Development and the Louisiana Legislative Auditor. However, this report is a matter of public record and its distribution is not limited. 

January 31, 1997 
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HOUSING AUTHORITY OF THE CITY OF MORGAN CITY, LOUISIANA SUPPLEMENTARY INFORMATION Analysis of Surplus - Regulatory Basis Projects LA--036-001/005 and LA-48E-221-001/004 For the Year Ended September 30, 1996 
UNRESERVED SURPLUS: Balance at beginning of period Net loss for pe~?iod Koncapitalized comp., drug and other grant expenditures (Provision for) reduction of operating reserve (Provision for) reduction of project account Balance at end of period RESERVED SURPLUS - OPERATING RESERVE: Balance at beginning of period Provision for (reduction of) operating reserve Balance (deficit) at end of period PROJECT ACCOUNT - UNFUNDED: Balance at beginning of period Provision for (reduction of) project account Balance at end of period CUMULATIVE HUD CONTRIBUTIONS: Balance at beginning of period Annual contributions Operating subsidy Grant funds earned this period Balance at end of period 
CUMULATIVE DONATIONS Total surplus 

17 

Low Rent 
(10,482,737) (609,511) 
(288,869) 

Section 8 (4,111,653) (469,706) 
(148,599) 2,675 
(11,529,716) (50,342) (4,629,026) 
2,599 16,241 148,599 151,198 

20,207,987 197,991 643,514 _ 1!337,415 22!386,907 6,039 

(2,675) 13,566 
260,417 
50,342 310,759 
3,864,329 468,824 
4,333,153 

=11,014,428 . 28,452 



p.o. BOX 3747 LAFAYETq E, LA 70502 
J. L. SONNIER CERTIFIFD PUBliC ACCOUNTANT (318) 735-8188 RES,: (318) 984 5928 

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH LAWS AND REGULATIONS BASED ON AN AUDIT OF GENERAL PURPOSE FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
To the President and Members of the Board of Commissioners of the Housing Authority of the City of Morgan City, Louisiana Morgan city, Louisiana 

Regional Inspector General for Audit Department of Housing and Urban Development 
I have audited the general purpose financial statements of the Housing Authority of the City of Morgan City, Louisiana, (the Authority), as of and for the year ended September 30, 1996, and have issued my report thereon dated January 31, 1997. I conducted my audit in accordance with generally accepted auditing standards; Government Auditing Standards, issued by the Comptroller General of the United States; and the provisions of the Office of Management and Budget Circular A-128, "Audits of State and Local Governments." Tl]ose standards and OMB Circular A-128 require that I plan and perform the audit to obtain reasonable assurance about whether the general purpose financial statements are free of material misstatement. Compliance with laws, regulations, contracts, and grants applicable to the Authority, is the responsibility of the Authority's, management. As part of obtaining reasonable assurance about whether the general purpose financial statements are free of material misstatement, I performed tests of the Authority'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. The results of my tests of noncompliance that are required Auditing Standards for which the compliance disclosed instances of to be reported herein under Government ultimate resolution cannot presently be determined. Accordingly, no provision for any liability that may result has been recognized in the Authority's financial statements. 
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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. Those findings are listed Jn the accompanying "Schedule of Findings and Recommendations". 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 judgment, could adversely affect the Authority's ability to administer federal financial assistance programs in accordance with applicable laws and regulations. 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 financial assistance program 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 policies and procedures used in administering federal financial assistance 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, I believe the reportable conditions described above are material weaknesses. This report is intended for the information of the Board of Commissioners, management, the Department of Housing and Urban Development, and the Louisiana Legislative Auditor. However, this report is a matter of public record and its distribution is not limited. 

January 31, 1997 
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assurance that assets are safeguarded against loss from unauthorized use or disposition, that transactions are executed in accordance with management's authorization an(] recorded properly to permit the preparation of general purpose financial statements in accordance with Generally 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, 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 ef this report, I have classified the significant internal control structure policies and procedures used in administering federal financial assistance programs in the following categories: General Reauirements Political Activity Davis-Bacon Act civil rights Cash management Federal financial reports Allowable cost/cost principles Drug-free Workplace Act Administrative requirements 

Smecific Requirements Types of services allowed or not allowed Eligibility Reporting Cost allocation Special requirements 
For all of the internal control structure categories listed above, I obtained an understanding of the design of relevant policies and procedures and determined whether they have been placed in operation, and I assessed control risk. During the year ended September 30, 1996, the Authority, expended 97% of its total federal financial assistance under major federal financial assistance programs. I performed tests of controls, as required by OMB Circular 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 Authority'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 arl opinion on these internal control structure policies and procedures. Accordingly, I do not express such an opinion. 
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p.o. BOX 3747 LAFAYFTTE. LA 70502 
]. L. SONNIER CERTIFIED PUBI,IC ACCOUNTANT (318) 235-8188 RES.: (318) 984-5928 

INDEPENDENT AUDITOR'S REPORT ON THE INTERNAL CONTROL STRUCTURE USED IN ADMINISTERING FEDERAL FINANCIAL ASSISTANCE PROGRAMS 
To the President and Members of the Board of Commissioners of the Regional Inspector Genera] for Audit Department of Housing and Urban Development 
I have audited the general purpose financial statements of the Housing Authority of the city of Morgan City, Louisiana, (the Authority), for the year ended September 30, 1996, and have issued my report thereon dated January 31, 1997. I have also audited the compliance of the Authority, with requirements applicable to major federal financial assistance programs and have issued my report thereon dated January 31, 1997. I conducted my audits in accordance with generally accepted auditing standards; Government Auditing Standards,issued by the Comptroller General of the United States; and Office of Management and Budget (OMB) Circular A-128, Audits of State of Local Governments. Those standards and OMB Circular A-128 require that I plan and perform the audit to obtain reasonable assurance about whether the general purpose financial statements are free of material misstatement and whether the Authority, complied with laws and regulations, noncompliance with which would be material to a major federal financial assistance program. In planning and performing my audits for the year ended September 30, 1996, I considered the internal control structure of the Authority, in order to determine my auditing procedures for the purpose of expressing my opinions on the general purpose financial statements of the Authority, and on the compliance of the Authority 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 structure policies and procedures relevant to my audit of the general purpose financial statements in a separate report dated January 31, 1997. The management of the Authority, is responsible for establishing and maintaining an internal control structure. In fulfilling this responsibility, estimates and judgments by management are required to assess the expected benefits and related costs of internal control structure policies and procedures. The objectives of an internal control structure are to provide management with reasonable, but not absolute, 
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HOUSING AUTHORITY OF THE CITY OF MORGAN CITYp LOUISIANA Schedule of Findings and Recommendations Internal Accounting and Administrative Controls and Compliance (Continued) 
COMPLIANCE MATTERS (Continued) Section 8 Proaram - (Continued Section 8 Tenant Files - (Continued~ Given the large number of discrepancies, I recommend the Authority perform an internal review of Section 8 tenant files in order to locate and rectify any remaining deficiencies. The Authority should also implement ongoing internal quality review procedures for the Section 8 program. The quality review procedures should serve as good training for the Section 8 manager. The authority concurs with the above recommendation and shall begin internal review promptly. 
FamJlv Self-Sufficiency At September 30, 1996, the Authority had no families placed on the family self-sufficiency program. I recommend the Authority determine what: level of participation in the program is required by HUD and proceed to bring itself into compliance. The Authority shall consult HUD relative to the family self-sufficiency program, and shall work to bring the program into compliance. 
Low Rent Proaram - Public Housina Manamement Assessment Pro ram (PHMAP) Certification Indicator 1 - Vacancies were computed improperly. Form 50072 indicated a vacancy percentage of 13% when the actual percentage was 8.6%. Indicator 3 - Form 50072 indicated the percentage of rents uncollected to be negative 2% but the actual uncollected rents percentage was .26%. Indicators 6 and 7 - The Authority has not developed a system for tracking statistics for these indicators throughout the fiscal year. Instead, the Authority attempts to generate those statistics after year end. Such an approach is error prone, and in the fiscal year ended September 30, 1996, resulted in records that did not provide adequate competent evidence to be audited. Consequently indicators 6 and 7 could not be tested in the fiscal year September 30, 1996 audit. 
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Notes to the Financial Statements (Continued) 6. CH~GES IN GENERAL LONG-TER/~ OBLIGATIONS (CONTZNI]ED) The fo.Llowing notes and bonds are outstanding at September 30, 1996. All the notes and bonds are HUD - cjuaranteed with maturities from 3997 through 2010 and bear interest rates from 4.5% to 5%. 
New housing authority bonds - $2,!575,000 issued August i, 1966 bea:cing interest at 4.5% with final maturity in 2007. (project NO. LA-36-4) $I,040,000 issued bea:cing interest final maturity in NO. LA-36-5) 

August I, 1969 at 5.0% with 2010. (Project: 
Pe~nanent notes - HUD - Thence obligations are due MUD. The Debt Forgiveness Act of 1985 forgave these notes, but the timing of the official cancellation of the remaining notes is unknown. Because the principal and interest on these notes will eventually be forgiven, interest accrua]s have been discontinued. Due to the uncertainty of the timing of the cancellation of these notes, a schedule of their maturities is not presented. Principal Accrued interest 

1,154,797 
583,136 

510,151 242,614 2.490,698 All principal and interest requJ rement s are funded by annual contributions from HUD. At September 30, 1996 the Authority has $198,9%'4 accumulated in the debt service fund for future debt requirements. Annual debt service requirements for the new housing authority bonds are as follows: 
Year ending September 

2002 to 
30, 1997 1998 1999 2000 2001 maturity 

]?<~n~al Interest 115 ]22 3.29 ]31 ]41 
304 500 696 439 653 341 ifd.[/}.7 , 9 3 1 !3 

83 78 72 66 60 232 
744 402 729 724 632 872 595,103 
199,048 200,902 202,425 198,163 202,285 i_ 330,213 2,333,036 


