
NEIGHBORHOOD HOUSING SERVICES OF NEW ORLEANS, INC. NOTES TO THE FINANCIAL, STATEMENTS, CONTINUED 

NOTE 7 - ~ontiD~qLencies: 
Grants and contracts with agencies often require fulfillment of certain conditions as set forth in the terms of the instrument. Failure to fulfil] the conditions could result in the return of funds to the grantors. Although the return of funds is a possibility, the Board of Directors deems the contingency unlikely, since ~{SNO ihas agreed to comply with the grantor's provisions. Certain legal actions are pending against NHSNO. Management, after reviewing with counsel, considers the aggregate liability or loss, if any, resulting from them will not be material. 

NOTE 8 - Hotes.P~yabl~: NHSNO's obligation under notes payable consists of the following: 
0% note payable maturing January i, 1999 
2.5% revolving line-of-credit note commencing on July 16, 1996 and continuing until the note is paid in full. This loan is secured by a collateral mortgage note in the amount of $60,000 

Total 

14 

$ 9,580 

20,000 



NEIGHBORHOOD HOUSING SERVICES OF NEW ORLEANS, INC. NOTES TO THE FINANCIAL STATEMENTS, CONTINUED 

NOTE 4 - Loans_S~rvice~: 
Loans Serviced for NHSA 

boans~grviced for BrQw~ Foundation NHSNO serviced loans for total principal balance of 
NOTE 5 - Allowance fo~ 

the Brown Foundation with a $378,993 at December 31, 1996. 
UDcollectible Loans: The following is an analysis of the allowance for uncollectiblc loans as of December 31, 1996: 

Beginning balance Loans written-off Recoveries of loans previously written- off Ending balance 

CDBG NR([ NHIF ~OTAL 
$ 95,483 -0- 
-0- $~  

NO~?E 6 - CoD_stru_ction Esc/LQW: 

$8,715 --0- $4,243 -0- 
--0- -0- 

$108,441 -0- 
-0- $~4_~! 

Construction escrow represents funds that have been committed for Rehabilitation projects but have not been disbursed to construction contractors. 
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NEIGHBORHOOD HOUSING SERVICES OF NEW ORLEANS, INC. ~ NOTES TO THE FINANCIAL STATEMENTS, CONTINUED 

NOTE 2 - Summa[y__of Si~D_ificant'_ A_ccounting Policies, Continued: 
Due Froln or tD. Other F_un_ds All interfun5 activities have been recorded as a receivable or payable and represent expenditures/receipts paid/received by one program on behalf of another. income Taxes NHSNO is an exempt organization under Section 501(c)(3) of the Internal Revenue Code. Accordingly, no provisions for federal or state income taxes have been recorded in the accompanying financial statements. ~ro__o3!~r_~y, Furniture a~d Equipme_n~t Property, furniture and equipment are (or fair market value for donated depreciated using the straight-line estimated useful lives of the related 

NOTE 3 - Cha__~D_~esin AccountiDg__~incipl~: 
recorded at cost assets) and are method over the assets. 

NHSNO adopted the provisions of Statement of Financial Accounting Standards No. 116, Accountin~ for C~ibutions. Receiv~d_ and Contributions Made and No. 117, Financial .__S_tatements of Not-for-Profit ~rg~D_~z~tions. Statement No. 116 requires NIIsNO to distinguish between contributions that increase permanently restricted net assets, temporarily restricted net assets, and unrestricted net assets. It also requires rezognition of contributions, including contributed ~ervices meeting certain criteria, at fair values. Statement No. 117 establishes standards for general purpo~e external financial statements of not-for- profit orgarizations and requires a statement of financial position, a statement of activities, and a statement of cash flows. The adoptions of Statements No. 117 and 116 had no cumulative effect on net assets at the date of the adoptions and for the year ended December 31, 1996. 
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NEIGHBORHOOD HOUSING SERVICES OF NEW ORLEANS, INC. NOTES TO THE FINANCIAl. STATEMENTS, CONTINUED 

NOTE 2 - ~umm~r~_ of Significant Accountinq Policies, 
Statement of rash Flows 

Continued: 
For purposes of the statement of cash flows, cash and cash equivalents include all items contained in the balance sheet caption "cash". ~stlmat~s 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 disclosures of contingent assets and liabilities at the date of the f~nancial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates. ~on_Dzh~ihut~ons_~d Gra~k~ Contributions received are recorded as unrestricted, temporarily restricted, or permanently restricted support, depending on the existence and/or nature of an donor restrictions. Grants from governmental agencies are recorded when NHSNO is entitled to the funds. Mortgage Loans Receivable and Allowance ~or UncQllectible Loa~s Loans are stated at the amount of unpaid principal. The allowance for uncollectible loans is established through a provision for bad debts charged to expenses. Loans are charged against the reserve for loan losses when management believes that the collectibility of the principal is unlikely. The allowance is an amount that management believes will be adequate to absorb possible losses on existing loans that may become uncollectible, based on evaluations of the collectibility of loans. 

ii 



NEIGHBORHOOD HOUSING SERVICES OF NEW ORLEANS, INC. ~ NOTES TO THE FINANCIAL STATEMENTS, CONTINUED 

NOTE 2 - Summa ry__of S Continued : 
G~ , CONT Neigh~ Ameri( f 
This program represents the activities and accounts of NHSA. Through an agreement between NHSNO and NHSA (See NOTE 4), certain mortgages have been sold 1:o NHSA with the loans are being serviced by NHSNO. 
Brown Foundation This program represents the activities and accounts of the Brown Foundation. Through an agreement with the Brown Foundation, loans are serviced by NHSNO, 
Q_pen Door This [program was established for the purpose of providing interim financing for home renovations to designated area residents who have obtained commitments for permanent financing from a financial institution. 
First Time Hom~o_wner's Proqram (HOME This program represents funds estabkished through a grant agreement with the City of New Orleans. The purpose of program is to provide loans to low-income individuals who are seeking to purchase a home for the first time. 

i0 



NEIGHBORHOOD HOE:SING SERVICES OF NEW ORLEANS, INC. NOTES TO THE FINANCIAL STATEMENTS, CONTINUED 

NOTE 2 - Summary_ of Continued: $ignifi~D~ Accounting Policies, 
GENt, CONTINUED Reyolvin~t~Fund~ The Revolving Loan Funds, permanently restricted funds, represent all programs and grants as described below. Commut itv DeveloPment Block Grant This program represents funds estab~.ished through a grant agreement with the City of New Orleans. Annual contracts provide funds for NUSNO to use for the purpose of providing loans to ar~a residents who cannot qualify for conventional financing for home renowltions and acquisitions. Neighborhood Reinvestment Corporation Fund This funds agre~ Reinw purpo: desig~ renow 

program represents restricted established through a grant ment with Neighborhood stment Corporation for the e of providing loans to ated area residents for home tions and acquisitions. Neighborhood Iio_u_sing Improvement Fund This program represents funds established through a grant agreement with lhe City of New Orleans. Annual contracts provided funds for NHSNO to use for purposes of providing loans to area residents for home renovations and ~cquisit~ons, and for providing home ownership training and housing acquisition assistance grants. Expenses recorded to this fund include those incurred by the program and paid from its own funds. 



NEIGHBORHOOD HOUSING SERVICES OF NEW ORLEANS, INC. ~ NOTES 9?0 THE FINANCIAL STATEMENTS, CONTINUED 

NOTE 2 - _Summa/i~. of S Continued : iqnificant Accountinq Policies, 
permaneD~ Rest~icted Net Assets Net assets subject to donor-imposed stipulations that they be maintained permaner:tly by the NHSNO. Generally, the donors ef these assets permit the NHSNO to use all or part of the income earned on any related investments for general or specific purposes. 

GENERAl, As of December 31, 1996, NHSNO administered the following funds, progr~tms and grants: ~9~eralFu_~D~d The General Fund, an unrestricted fund, is used to account for all financial resources that are not required to be accounted for in another fund. This fund is used to pay the cost of the general operations of NHSNO and certain expenditures that are not budgeted or permitted in other programs and/or grants. ~%crow FuD~d The Escrow Fund is used as a depository for construction escrow and insurance escrow. This fund i~ custodial in nature and does not involve measurement of results of operations. ~eret ~3treet Pr(~ect FurL~ The Freret Street Project fund is a tempora~:ily restricted fund that was established to account for various projects in the Fre::et Neigh~x, rhood. 



NEIGHBO]~IOOD HOUSING SERVICES OF NEW ORLEANS, INC. NOTES TO THE FINANCIAL STATEMENTS 

NOTE 1 - Qr~gani//_~tion: Neighborhood Housing Services of New Orleans, Inc. (NHSNO) is a private, locally funded, nonprofit 501(c)(3) corporation which works to revitalize declining neighborhoods and provide affordable housing opportunities. BHSNO is based on the idea that a partnership oF local residents, financial institutions, businesses, and local government working together can stop decline, promote reinvestment, restore pride and confidence, re-establish a sense of neighborhood self- reliance in the NHSNO neighborhoods and the broader community. 
NOTE 2 - Summa r~t_o~ Si Basis of Presentatio~ The accompanying financial statements have been prepared on the accrual basis of accounting in accordance with generally accepted acceunting principles. Net assets and revenues, exl)enses, gains, and losses are classified based on the existence or absence of donor-imposed restrictions. Accordingly, net assets of the NHSNO and changes therein are e]assified and reported as follows: 

UnrestriGted Net._Assets Net assets that are not subject to donor- imposed stipulations. 
T~e~porar Net assets subject to donor-imposed st~pula%ions that may or will be met, either by actions of the NHSNO and/or the passage of time. When a restriction expires, temporarily restricted net assets are classified to unrestricted net assets and reported in the statement of activities as net assets released from restrictions. 



NEIGHBORHOOD HOUSING SERVICES OF NEW ORLEANS, INC. STATEMENT OF CASH FLOWS FOR THE ~lEAR ENDED DECEMBER 31, 1996 
Cash flows from Operating Changes in net assets Adjustments to reconcil 

Decrease in acc Decrease in int Decrease in acc Increase in con 

Activities: e to cash activities: given 
)unts payable ~rest payable 7ued expenses ~truction escrow Increase in client insurance escrow Net cash p~7ovided by operating activities Cas.h Flows From Investing Activities: [Increase in mortgage loans receivable Purchase of property and equipment Net (;ash used in investing activities Cas~h Flows From FSnancJng Activities: Principal payment on notes payable Proceeds from notes ipayable Decrease in due to NHSA Net cash u~ed in by financing activities Decrease in cash Cash - beginning of year Cash - end of year 

Interest paid in cash during 1996 

$ 265,882 
16,600 10,310 235 (15,000) (45) (534) (516) 48,089 957 
325~978 
(274,826) _L19~o52) 
(284~878) 
(89,790) I0,000 (~4,269) I/&9_~059) (62,959) 653 705 

The accompanying notes are an integral part of these financial statements. 
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NEIGHBORHOOD HOUSING SERVICES OF NEW ORLEANS, INC. STATEMENT OF ACTIVITIES FOR THE Y[~AR ENDED DECEMBER 31, 1996 

REVENUES (NOTE 2): Contributions Grants (NOTE Ii) Interest Construction management fees Loan charges and fees Rental income Other revenue Inspection fees Total revenue:~ 
EXPENSES: Housing assistance gzants ~;alaries Employee benefits Payroll taxes Interest Depreciation (NOTE 2) office supplies Deferred loans forgiven Professional fees Insurance other operating expenses (SCHEDULE V) office equipment Total expenses Changes in net assets Beginning net assets Ending net assets 

__$72,216 

265,882 ~_~,425 $~9~07 

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



INDER (CONTINUED) 
To the Board of Directors Neighborhood Housing Services of New Orleans, Inc. Page 2 

As discussed in NOTE 3 to the financial statements, in 1996 Neighborhood Housing Service of New Orleans changed its method of accounting for oontributions and its method of financial reporting and financial statements presentation. In accordance with Government _~uditlng Standard~, we have also issued a report dated June 9, 1997 on our consideration of Neighborhood Housing Services of New Orleans, Inc.'s interna] control structure and a report dated June 9, 1997 on its compliance with laws, regulations and grants. Our audit was made for the purpose of forming an opinion on the financial statements taken as a whole. The combining financial statements and the schedules listed in the accompanying table of contents are presented for purpose of additional analysis and are not a required part of the financial statements of Neighborhood Housing Services of NevF Orleans, Inc. Such information has been subjected to the auditing procedures applied in the audit of the financial statements and, in our opinion, is fairly presented in all material respects in relation to the financial statements taken as a whole. 
BRUNO & TERVALO,N CERTIFIED PUBLIC ACCOUNTANTS June 9, 1997 

C[RTIFIED PUBLIC ACCOUNTANTS Tervalon 



NEIGHBORHOOD HOLIS1NG SERVICES OF NEW ORLEANS, INC. 
"fABLE OF CONTi~N_T_S_, CONTINUED 

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH LAWS, REGULATIONS AND GRANTS EASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS .. 
INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH SPECIFIC REQUIREMENTS APPLICABLE TO MAJOR FEDERAL AWARDS PROGRA]4S 
INDEPENDENT AUDITORS' R3~PORT ON COMPLIANCE WITH GENE}~kL REQUIREMI~NTS APPLICABLE TO FEDERAL AWARDS PROGRAMS 
INDEPENDEN'I~ AUDITORS' REPORT ON COMPLIANCE WITH SPECIFIC REQUIREI~ENTS APP]LICABLE TO NONMAJOR PROGRAM TRANSACTIONS 
EXIT CONFERENCE 



NEIGHBORHOOD HOUSING SERVICES OF NEW ORLEANS, INC. STATEMENT OF FINANCIAL POSITION DECEMBE]{ 31, 1996 

Cash Due from other funds (NOTE 2) Mortgage loans receivable (NOTES 2 and 5) Allowance for uncollectible loans (NOTES 2 and 5) Other receivables Net property, furnit[Lre and equipment (NOTES 2 and 9) Other real estate owrLed Deposits Total assets 
LI~ Liabilities: Accounts payable Accrued expenses Due to other funds (~IOTE 2) Due to NHSA (NOTES 2 and 4) :[nterest payable Construction escrow (NOTE 6) Client insuranc;e escrow Notes payable (NOTE 8) Total liabilities Net. Assets: Unrestricted Temporarily restricted Permanently restricted Total net assets Total liabilities and net assets 

$ 590,746 34,926 2,043,722 (108,441) 15,350 145,356 22,101 616 

784,069 
137,556 8,357 !.,814~394 I_~960,30Z $~ 7L~44=~376 

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



NEIGHBORHOOD HOUSING SERVICES OF NEW ORLEANS, INC. ~ NOTES TO THE FINANCIAL STATEMENTS, CONTINUED 

NOTE 9 - Property, Furniture and_Equipment: 
At December 31, 1996, NHSNO's property, equipment and accumulated depreciation were classified as follows: 
Land Buildings Furniture, fixtures and equipment 

NOTE i0 - _Fair V aa]ues o 

NOTE ii 

$ 21,079 117,260 
ACCUMULATED DEPRECIATION $ -0- 10,434 
18,285 $28 719 

f F~nancia] Instruments: 

NET BOOK VALUE $ 21,079 106,826 
_!7,451 $1453~/5656 

The fair values of financial instruments have been determined by NHSNO utilJzing available market information and appropriate valuation methodologies. NHSNO considers the carrying amounts of cash, unconditional promises to give and notes payable to approximate fair value. The estimatec[ fair value of mortgage loans receivable could not be determined because of the excessive cost in calculating such valuation. 
- ~eighb_~orhood Reinvest~Dt Corporation Grants: The Neighborhood Reinvestment Corporation (NRC) provided the following support to NIISNO for the year ended December 31, 1996: Genera!_.Fund NRC provided ~38,250 of expendable grants during the year to defray olperating expenses incurred by the NHSNO through Dece~er 31, 1996. 
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NEIGHBORHOOD ]lOUSING SERVICES OF NEW ORLEANS, INC STATEMENT OF FUNCTIONAL EXPENSES ~ FOR THE YEAR ENDED DECEMBER 31, 1996 

EXPENSES Salaries and related expenses: Salaries Employee benefits Payroll taxes 

SUPPORT SERVICE~ PROGRAM ~ERVTCE~ HOME MANAGEMENT CONSTRUCTION OWNERSHIP AND MANAGEMENT AND LENDING GENEI~AL ~SSISTANCE ASSISTANCE 
$ 78,762 4,540 6,062 $ 77,498 4,466 5,963 $ 65,633 3,784 _ 5,050 $221,893 12,790 !7,0~5 Total salaries and related expenses 89,364 _87,927 74,467 251,~[8 Other: Annual report, meeting and luncheon Insurance Maintenance and repairs Office supplies Postage and shipping Professional fees ] Equipment lease Telephone Staff and board training and travel Office equipment Inspection costs Interest Utilities Other expenses Housing assistance grants Deferred loans forgiven 

1,748 4,905 1 3 1 2 2 
408 054 088 577 553 302 

-0- -0- 

1,749 4,906 

-0- -0- 

1,748 4,906 

1,539 3,353 -0- 4O8 1,525 2,828 4,751 16,600 

5,245 14,717 4 9 3 37 1 6 
1 1 

226 160 264 729 660 906 
619 059 045 224 577 484 4,751 .16,600 Total other expenses before depreciation 37,290 48,337 58,639 144,266 Depreciation expense __3,43Z Total expenses $i~91 _ 3,437 _ 3,436 .10,3]Q $ ~O 6~334 

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



NEIGHBORHOOD HOUSING SERVICES OF NEW ORLEANS, INC. EXIT CONFERENCE 

The audit report was discussed at a meeting held on June 26, 1997 and attended by: 

Ms. Lauren Anderson Mr. Richard C. Ainsworth 

BILUNO & [rERVA 

-- Executive Director -- President 

Mr. Lawrence Jones, CPA 

BRUNO & TERVALON CERTIFIED PUBLIC ACCOUNTANTS June 9, 1997 

40 ]~ru]~.o CI-RTIFIED PUBLIC ACCOUI4TANIS Tervalon 

-- Supervisor 



INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL STRUCTURE IN (CONTINUED) 
For all of the internal control structure categories listed above, we obtained an understanding of the design of relevant policies and procedures and determined whether they have been placed in operation, and we assessed control risk. During the year ended December 31, 1996, Neighborhood Housing Service of Hew Orleans, Inc. expended 76 percent (76%) of its total federal awards under the Community Development Block Grant major program. We performed tests of controls, as required by OMB Circular A-133, to evaluate the effectiveness of the design and operation of internal control structure policies and procedures that we considered relevant to preventing or detecting material noncompliance with specific requirements, general requirements, and requirements governing claims for advances and reimbursements and amounts claimed or used for matching that are applicable to the major program which is identified in the accompanying Schedule of Federal Awards. Our procedures were less in scope than would be necessary to render an opinion on these internal control structure policies and procedure3. Accordingly, we do not express such an opinion. 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 constitute material weaknesses under standards established by the American Institute of Certified Public Accountants. A material weakness is a reportable condition in which the design or operation of one or more of the internal control structure elements does not reduce to a relatively low level the risk that noncompliance with laws and regulations that would be material to a federal award program may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. We noted no matters involving the internal control structure and its operations that we considered to be a material weakness as defined above. 

3O B]r~o C[ RTIFJED PUBLIC ACCOUHTANTS ~g Tet~Llon 



INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL STRUCTURE IN (CONTINUED) 
However, we noted other matters involving the internal contro] structure and its operation that we have reported to the management of Neigh]~)rhood Housing Services of New Orleans, Inc. in a separate letter dated June 9, 1997. This report is intencled for the information of the Board of Directors, management, grantors and the Legislative Auditor of the State of Louisiana. This is not intended to limit the distribution of this report, which is a matter of public record. 
BRUNO & T]BRVALON CHRTIFIIED PUBLIC ACCOUNTANTS Ju:Ne 9, 1997 

l~l~ImO CERTIFI[D PUBLIC ACCOUXlIANtS 31 Tervalon 



MICHAEL B BRU',IO, CPA A[CIDE J IERVf~LON JR CPA WALDO J MORE {, JR CPA 

INDEPENDENT AHDITORS' REPORT ON COMPLIANCE WITH LAWS, REGULATIONS AND GRANTS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
To the Board of Directors of Neighborhood Housing S~rvices of New Orleans, Inc. 
We have audited the financial statements of Neighborhood Housing Services of New Orleans, Ino. (a nonprofit organization) as of and for the year ended December 31, 1996, and have issued our report thereon dated Ju~le 9, 1997. We conducted our audit in accordance with generally accepted auditing standards, G_QvernmentAuditinq 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 the provisions of OMB Circular A-133 require that we plan and perform the audit: to obtain reasonable assurance about whether the financial statements azce free of material misstatement. Compliance with laws, regulations, contracts, and grants applicable to Neighborhood Housing Services of New Orleans, Inc. is the responsibility of Neic[hborhood Housing Services of New Orleans, Inc.'s management. As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, we performed tests of N~ighborhoodHousing Services of New Orleans, Ino.'s compliance with certain provisions of laws, regulations, contracts, and grants. However, the objective of our audit of the financial statements was not to provide an opinion on overall compliance with such provisions. Accordingly, we do not express an opinion. 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH LAWS, REGULATIONS AND GRANTS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORJ~ED IN ACCORDANCE WITH GOVERNMENq' AIJDT~TNC. .qTANDARD~ (CONTINUED) 

The results of our tests disclosed no instances of noncompliance that are required to be reported S_~tandards. under Government Auditinq 
This report is intended for the information of the Board of Directors, management, grantors and the Legislative Auditor of the State of Louisiana. This restriction is not intended to limit the distribution of this report, which is a matter of public record. 
BRUNO & TERVALON CERTIFIED PUBLIC ACCOUNTANTS June 9, 1997 

I~l"l, ll~O CERIIFI[D PUBLIC ACCOUNIANTS 33 Tervalon 



INDEPENDENT AHDITORS' REPORT ON COMPLIANCE WITH WITH SPECIFIC REQUIREMENTS APPLICABLE TO MAJOR FEDERAL AWARDS PROGRAMS 
TO the Board of Directors of Neighborhood Housing Services of New Orleans, Inc. 
We have audited the financial statements of Neighborhood Housing Services of New Orleans, Inc. (a nonprofit organization) for the year ended December 31, 1996 and have issued our report thereon dated June 9, 1997. 

We conducted our audit of compliance with those requirements in accordance with generally accepted auditing standards, Government ~/~d~tingS~and~r~[~, issued by the Comptroller General of the United States, and the provisions of Office of Management and Budget Circular (OMB) A-133, "Audits Of Institutions of Higher Education and Other Nonprofit Organizations". Those standards and the provisions of OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether material noncompliance with the requirements referred to above occurred. An audit includes examining, on a test basis, evidence about the Organization's compliance with those requirements. We believe that our audit provides a reasonable basis for our opinion. 
34 

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



INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH WITH SPECIFIC REQUIREMENTS APPLICABLE TO MAJOR FEDERAL AWARDS PROGRAMS (CONTINUED) 

The results of our audi~= procedures instances of noncompliance with the second paragraph. did not disclose any immaterial requirements referred to in the 
In our opinion, Neighborhood Housing Services of New Orleans, Inc., complied, in all material respects, with the requirements governing types of services allowed or unallowed; eligibility; matching, level of effort or eari~arkinq; reporting; claims for advances and reimbursements; and amounts claimed or used for matching that are applicable to its major federal award program, which is identified in the accompanying schedule of federal awards, for the year ended December 31, 1996. This report is intended for the information of the Board of Directors, management, grantors and the Legislative Auditor of the State of Louisiana. Tkis restriction is not intended to limit the distribution of this report, ~lich is a matter of public record. 
,~  v ~~,~ BRUNO & TERVALON CKR'IZlFIED PUBLIC ACCOUNTANTS June 9, 1997 
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"rerwalon MICHAEL B BRUNO, CPA ArCaDE J 1ERVA ON JR C~A 
INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WIT}{ GENERAL REQUIREMENTS APPLICABLE TO 

To the Board of Directors of Neighborhood Housing Services of New Orleans, Inc. 
We have audited the financial Services of New Orleans, Inc. year ended December 31, 1996 dated June 9, 1997. 

statements of Neighborhood Housing (a nonprofit organization) for the and have issued our report thereon 
We have applied procedures to test Neight~rhood Housing Services of New Orleans, Inc:.'s compliance with the following requirements applicable to its federal financial award programs, which are identified in the accompanying Schedule of Federal Awards for the year ended December 31, 1996. 

Political Activity civil Rights Cash Management Administrative Requirements Allowable Cost Drug Free ~~orkplace Federal Financial Reports 

36 
650 S. PIERCE ST./SUITE- 203, NEVV ORLEANS, I..A 70119 (504) 482-8733 FAX (504) 486-829(: 



INDEPENDEN[~ AUDITORS' REPORT ON COMPLIANCE WITH GENERAL REQUIREMENTS APPLICABLE TO (CONTINUED) 

This report is intended for the information of the Board of Directors, management, grantors and the Legislative Auditor of the State of Louisiana. This restriction is not intended to limit the distribution Of this report, which is a matter of public record. 
BRUNO & TERVALON CERTIFIED PUBIJC ACCO~UNTANTS June 9, 1997 

CERTIFIED PUBLIC ACCOUNTANTS 37 fl~ Tervalon 



INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL STRUCTURE IN ACCORDANCE WITH OMB CIRCULAR A-133 (CONTINUED) 
The management of Neighborhood Housing Service of New Orleans, Inc. 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 w~th reasonable, but not absolute, assurance that asse~=s are safeguarded against loss from unauthorized use or die,position, that transactions are executed in accordance with manage~ent's authorization and recorded properly to permit the preparation of financial statements in accordance with generally accepted accounting principles, and that federal award programs are managed in compliance with applicable laws and regulations. Because of inherent limitations in any internal control structure, errors, irregularities, or instances of noncompliance may nevertheless occur and not be detected. Also, projection of any evaluation of the structure to future periods is subject to the risk theft 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 ~wards in the following categories: 
Cash Receipts Purchasing/Receiving Accounts payable Cash disbursement Payroll Property and equipment General ledger Receivables 

SP]~ 

Political activity civil rights Cash management Federal financial reports Allowable costs/cost principles Drug-free workplace Administrative requirements 
Types of services Eligibility Matching, level of effort or earmarking Reporting Cost allocatJ on 

C[RTIFJED PUBLIG ACCOUNIAN]S Tervalon 
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INDEPENDENq WITH SPECI NONMA, 

This report is inten( Directors, management, State of Louisiana. T~ distribution of this r, 
BRUNO & TERVALON CERTIFIED, PUBLIC ACCO! June 9, 1997 

~]~0 CERTIF IE D PUBLI~: ACCOU[ Tervalon 



NEIGHBORHOOD HOUSING SERVICES OF NEW ORLEANS, INC. STATUS OF PRIOR YEAR COMMENTS (CONTINUED) FOR THE ~{EAR ENDED DECEMBER 31, 1996 
9. !,OAN F1L_E_8_ 
We noted during our 1995 atLdit that loan files were not always organized in a systematic and orderly maturer. We also noted in certain loan files that some documents were loosely placed in the files. We recommend that NHSNO establish procedures to ensure that all loan files are organized in a manner that will allow the user to easily retrieve information. NHSNO should also consider developing a standard index system to locate commonly used documents. Culxent Statl~ Based on our 1996 loan file review, lested files were considered systematically organized. 

Bruno Terv~flon CERTIFI[D PUBLIC ACCOUNTANTS 8 



Bruno, 

To the Board of Directors Neighborbood Housing Services of New Orleans, Inc. 
We have audited the financi~.l statements of Neighborhood Housing Services of New Or]Leans, hlc. (NHSNO) for the year ended December 31, 1996 and have issued our repod thereon dated June 9, 1997. In planning and performing our audit for the general purpose financial statements of Neighborhood Housing Services. of New Orleans, Inc. (NHSNO), we considered its internal corttaol structure in order to determine our auditing procedures for the purpose of expressing our opinion on the finarlcial statements and not to provide assurance on the internal control stn~cture. In accordance with _Q~gmmen_.t Auditing Sl~t_n.d~ds, as part of our audit, we are required to report to you reportable conditions and material weaknesses. A reportable condition is a significant deficiency in internal controls. A material weakness is a more serious reportable condition thai is of such magnitrLde that it could potentially result in a material nfisstatement &the financial statements. By defmition, all material weaknesses are reportable conditions. Not all reportable conditions, however, are material weaknesses. This management letter reflects some of our suggestio~ s regarding improvements to the NHSNO's internal control structure and efficiency. Our a:im in this letter is to provide a constructive, realistic and an independent ~6ew on topics such as orgmfization mid efficiency, fiscal matters, and uses of resources. During our audit we noted certain matters involving the internal control structure and other operational matters that are presented for your consideration. These comments and recommendations, all of which have been discussed with the appropriate members of management, are intended to improve the internal control structure or result in other ope, rating efficiencies and are included in the accompanying Schedule of CmTent Year Comments arid Status of Prior 'fear Conm~ents. 
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JDITOR~_C_~ 
To the Board of Directors Neighborhood Housing Services of New Orleans, lnc. 
This report is intended for the iafonnation of the Board of Directors, management, mid the Louisiana Legislative Auditor. 
BRUNO, & TERVALON CERTIFIED PUBLIC ACCOUNTANTS 
June 9, 1997 
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1. 

2. 

3. 

NEIGHBORItOOD HOUSING SERVICES OF NEW ORLEANS, INC. SCItEDULE OF CURRENT YEAR COMMENTS FOR TItE YEAR ENDEI) DECEMBER 31, 1996 
ENTATIQ__N We noted during our 1996 cash disbursement test that the supporting documentation of several cash disbursements could not be located. We recommend that NHSNO review its procedures over cash disbursements and record retention and take immediate steps to ensure that cash disbursements are properly supported by docurnentafion. 

We noted during our 1996 audit that several cash disbursements were made with out evidence of invoice approval. However, the checks were properly co-signed in each instance. We recommend that NHSNO review its cuaTent procedures relating to cash disbursements to ensure that all cash disbtrsements are documented with invoice approval. 
We noted during oux 1996 lcan file review that one (l) borrower's homeowners and flood insurance covelzges were inadequate based on the loan balances during the audit period. We recommend that NHSNO review its loan file documentation procedures with aims to ensmh~g that insurance coverages on all properties are at amounts equal to or greater than the loan balances. 

Bl~no Tervalon CERTIFIED PUBLIC ACCOUNIANIS 



2. 

NEIGHBORHOOD HOUSING SERVICES OF NEW ORLEANS, INC. STATUS OF PRIOR YEAR COMMENTS FOR THE YEAR ENDED DECEMBER 31, 1996 
~CORD_D~. We noted during our 1995 test work that loan receivable subsidiary records were not timely re, conciled to cont:ol accounts in the general ledger on a monthly basis. Differences between the sub~idialy records and the general ledger were reconciled, in all material respects, to complele the audit procedures in connection with the loan receivable accounts. We recommend that NHSNO reconcile monthly all subsidiary records to the general ledger accounts to ensure thet amounts reported in the financial statements and to debtors are accurate. Current StattLq We noted during ore: 1996 midit that loan receivable records were being timely reconciled to the general ledger. 
CESS Cmtently escrow and servizing records are prepared manually by staff. This process requires an enormous amount of staff time and may contribute to en'ors or inaccuracies in subsidiary records. We recommend that NHSNO continue its efforts to obtain computerized loan servicing software and/or research the benefit of out-sourcing the compilation of monthly loan servicing reports. These alternative approaches should aid in the efficiency of the loan servicing process. Current Status In 1996, NHSNO continued :~ts use of lotus software to manually perform loan servicing This process still consmnes many staffbours to ensure accurate reporting. 

Bruno Tervalon CERTIFIH) PUBLIC ACCOUqTANTS 4 



4. 

NEIGHBORItOOD HOUSING SERVICES OF NE~V ORLEANS, INC. STATU S OF PRIOR YEAR COMMENTS (CONTINUED) FOR THE YEAR ENDED DECEMBER 31, 1996 
ND DO(3!M~~NTATIO~ As part of the NHSNO loml policy and requirements of grantors of loan funds, certain docunlents must be maintained in loan files and loan and lending procedures should be documented as performed. One method to ascertain thai loan procedures were performed and all required documents were completed or obtained is to establish a loan check list. This check list should aid management in its review of loan documents and determining whether all required procedures were performed and docmnented accordingly. Current SLoJ3~t,'i We noted during our 1996 13an file review that NHSNO uses a compliance checklist in each loan file. 

During our cash disburseraent test work we noted that one (1) out of twenty-five disbursements tested was no1: in agreement with its supporting docmnentation. While the difference was a minor amotnt, less than $20.00, such a discrepancy should never exist. We recommend that NHSNO adhere to established cash disbursement procedures to ensure that payments to ve:~dors are made only for the exact amounts documented on their invoices. Current Slams We noted during ore 1996 c~ sh disbursement test work that all tested cash disbursements were in agreement with the provided supporting documentation. 

Bruno Tervalon CERIIFI[ D PUBLIC ACCOUNIANIS 5 



NEIGtIBORItOOD HOUSING SERVICES OF NEW ORLEANS, INC. STATU S OF PRIOR YEAR COMMENTS (CONTINUED) FOR THE YEAR ENDED DECEMBER 31, 1996 
5. VOIDED CHE~__K_,$ We noted during our 1995 audit that two (2) checks were listed as outstanding for at least four (4) months on bank reconciliations which were actually voided. The cash balance in the general ledger did not reflect adjustments for those voided checks. In order to ascertain that cash balances hi the general ledger are correct, we recommend that checks listed as outstending are timely reviewed for subsequent cancellations by banks or voiding. Current S/al~s As in the prior year, we noted during our 1996 audit that NHSNO's general ledger is not being timely adjusted for w)ided checks previously recorded as disbursements. 

FION The powers of NHSNO are vested in the Board of Directors. As such, it typically authorizes management to acquire significant assets, procure major purchases and adjust salaaies. Also, the Board adopts an operating budget and moltitors it throughout the fiscal year. Therefore, we suggest that ~e management of NHSNO provide the Board with monthly financial report and other financial analyses, as needed. This information provided to the Board should be current and accurate in order for the Board to make appropriate decisions. Current Stato~ In 1996 and 1997, the management of NHSNO has provided the Board with monthl3 fmaucial statements. 
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7. 

NEIGHBORHOOD HOUSING SERVICES OF NE~V ORLEANS, INC. STATUS OF PRIOR YEAR COMMENTS (CONTINUED) FOR THE "YEAR ENDED DECEMBER 31, 1996 

VIEW During our 1995 audit we proposed numerous audit adjustments to general ledger accounts. Such adjustment:; were necessary to properly reflect account balances. We recorranend that NttSNO establish and implement procedures to review the general ledger on a monthly basis to ensure that account balances are properly recorded. Current ShaRl~ We noted in the 1996 audit that the general ledger generally is being timely reviewed by nmnagement for its accuracy with the exception of accounting for void checks previously recorded to the general ledger. 
~E ES CRQ.~7~ As in the prior year, we noted during our 1995 audit that the balance of the loan and escrow cash accom~t as of December 31, 1995 was not sufficient to cover lhe liability of customer insurauce escrow payments after disbursements of principal, interest and service fees to other funds. As of December 31, 1995, the customer insurance escrow cash shorlfall was determined to be approximately $5,600. We recommend that NHSNO fund the calculated cash shortfall. Also, we recommend that NIISNO establish and implement procedures to ensure that escrow collections are properly accounted for in the escrow cash accomlt and to ascertain that borrowers' escrow requirements are sufficient to cover related costs. Current Sla0a~ 

.At the end of the 1996 fiscal year, the fmld had been reconciled and brought into balance 

Bruno ~g Tervalon CERTIF lED PUBLIC ACCOUNTANIS 7 
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NEIGHBORHOOI) HO1JSING SERVICES OF NEW ORLEANS, IN('.. 

FINANCIAL AND COMPLIANCE AUDIT TOGETHER WITH 
INDEPENDENT AUDITORS' REPORT 
FOR THE YEAR ENDED DECEMBER 31, 1996 

Bruno, CERIIFIED PUBLIC ACCOUNIANTS Terwalon 



CERTIFIED PUBLIC: ACCOUNiANIS "l'erv~on MICHAEL B BRUNO, CPA ALCIDE J TERVALON, JR, CPA WALDO J MORET. JR, CPA 

I~I._DEP 
To the Board of D~rectcrs Neighborhood Housing services of New Orleans, Inc. 
We have audited the Einancial statements of the Neighborhood Housing Services of New Orleans, Inc. (NHSNO-a nonprofit organization) as of and for the year ended December 31, 1996, as listed in the accompanying table of contents. These financial statements are the responsibility of the management OF ~SNO. Our responsibility is to express an opinion on these financial statements based on ouF audit. We conducted our audit in accordance with generally accepted auditing standards, ~)vernment_~dit Standard ss, issued by the Comptroller General of the United States, and the provisions of Office of Management and Budget Circular A-133, "Audits of Institutions of Hi~her Education and Other Nonprofit Organizations". Those standards and the provisions of OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance ~bout whether the financial statements are free of material misstatement. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. In our opinion, the firLancial statements referred to above present fairly, in all material respects, the financial position of the Neighborhood Housing Services of New Orleans, Inc. as of December 31, 1996 and the results of its operations and its cash flows for the year then ended in conformity with generally accepted accounting principles. 
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8~ Tervalon MICHAEL B BRUNO CPA ALCIDF J 1 ERVALON, JR, CPA WALDO J MORSE~ JR CPA 
INDEPENDENq AUDITORS' REPORT ON COMPLIANCE WITH SPECIFIC REQUIREMENTS APPLICABLE TO __NON~JOR PROG]~AM TRANSACTIONS 

To the Board of Director of Neighborhood Housing Services of New Orleans, Inc. 
We have audited the financial statements of Neighborhood Housing Services of New Orleans, Inc. (a nonprofit organization) as of and for the year ended December 31, 1996, and have issued our report thereon dated June 9, i[997. In connection with o~Ir audit: of the financial statements of Neighborhood Housing Services of New Orleans, Inc. and with our consideration of the Neighborhood Housing Services of New Orleans, Inc.'s internal contro3 structure used to administer federal award programs, as required by office of Management and Budget Circular A-133, "Audits of Institutions of Higher Education and Other Nonprofit InstitutiorLs," we selected certain transactions applicable to certain nonmajor federal award program for the year ended December 31, 1996. As required by OMB Circular A-133, we have performed auditing procedures to test compliance with the requirements governing types of services allowed or unallowed, eligibility, and special tests and provisions that are applicable to those transactions. Our procedures were substantially less in scope than an audit, the objective of which is the expression of an opinion on the Neighborhood Housing Services of New Orleans, Inc.'s compliance with these requirements. Accordingly, we do not express such an opinion. With respect to the items tested, the results of our procedures disclosed no material instances of noncompliance with the requirements listed in the preceding paragraph. With respect to items not tested, nothing came to our attention that caused us to believe that the Neighborhood Housing Services of New Orleans, Inc.'s had not complied, in all material respects, with those requirements. 

38 
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NEIGHBORHOOD HOUSING SERVICES OF NEW ORLEANS, INC. NOTES TO THE FINANCIAL STATEMENTS, CONTINUED 

NOTE ii - ~eighborhood ] einvestment Corporation Grants, Continued: 
NRC provided a $80,000 capital grant during the year for making loans and for acquisition of capital projects. 

NOTE 12 - ~r~nsfers Between F~n~: Investment income and interest on outstanding loans in the amount of $6,438 was earned on the Net Assets of the Neighborhood !~einvestment Capital Fund and was available for unrestricted use by NHSNO. For the year ended December 31, i996, $6,438 was transferred to the Genera] Fund. For the year ended December 31, 1996, CDBG was authorized to transfer !)123,461 in funds to the genera] fund to reimburse the general fund for CDBG expenses. 
NOTE 13 - Concentration Qf Credit=Risk: The IqHSNO lends primarily to low-to-moderate-income individuals ]iving within the New Orleans area. The majority of loans are secured by first and second mortgages on residential real estate. The mortgage loans receivable is a concentration of credit risk. At December 31, 1996, NHSNO's cash on deposit with financial institutions exceeded the amount insured by the Federal Deposit Insurance Corporation (FDIC) by $171,018. 
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SUPJ_~LEI~[ENTARX_ INFORMATION 



NEIGHBOI~IOOD E STATEMENT OF F ESCROW AND' 

ASSETS Cash Due from other funds Net property, furniture and equipment Deposits Total assets 
Liabilities: Accounts payable Accrued expenses Notes payable Due to other funds Construction escrow Client insurance escrow 
Net assets Total liabilities Total liabilities and net assets 

See Independent Auditoz 



SCHEDULE ~! Page 2 of 2 
NEIGHBORIIOO]D }lOUSING SERVICES OF NEW ORLEANS STATEMENT OF ACTIVITiES-UNRESTRICTED, ESCROW AND TEMPO}hkRILY RESTRICTED FUNDS, CONTINUED FOR THE YEAR ENDED DECEMBER 31, 1996 

EXPENSES: Salaries Employee benefits Payroll taxes Depreciation (NOTE 2) Office supplies Professional fees Insu.rance Other operating expenses (SCHEDULE V) Total expenses Changes in net aesets Beginning net assets Ending net assets 

ESCROW UNRE~;~$CTED FUND 

39 ,.46_7 .232 ,._"/09 (41,368) 178 ,_924. 

-0- -0- 
-0- -0- -0- -0- -0- -0- $ -0- 

TEMPORARILY RESTRICTED FRERET STREET PROJECT 

-0- -0- 8,357 -0- 

See Independent Audito]:s" Report: on Supplementary Information. 
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MICHAEl B BRU'tO CPA A[CIDE J IERV#LON JR CPA 
INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL STRUCTURE IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
TO the Board of Directors of Neighborhood Housing Siervices of New Orleans, Inc. 
We have audited the financial Services of NeW Orleans, Inc. year ended December 31, 1996, dated June 9, 1996. 

statements of Neighborhood Housing (a nonprofit organization) for the and have issued our report thereon 
We conducted our audit in accordance with generally accepted auditing standards, ~)vernmentL__Ag_ditiDg 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 the provisions of OME~ 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. The management of Neighborhood Housing Services of New Orleans, Inc. is responsible for establishing and maintaining an internal ce, ntrol 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 ~ccordance with m~a~e~e~t's authorization and recorded properly to permit the preparation of financial statements in accordance with generally accepted accounting principles. Because of inherent limitations Jn 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 conditiens or that the effectiveness of the design and operation of policies and procedures may deteriorate. 

26 
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HEICIHBORIIOOD Y STATEMENT ( ESCROW AND FOR THE YI 

REVENUES AND RECLASSIFICAT] (NOTE 2): Contributions Grants (NOTE ii) Interest Construction management fees Loan charges and fees Rental income Other revenue Inspection fees Net assets released from restrictions: satisfaction of prog3 restrictions Total revenues ar reclassificati~ 

See Independent Auditol 



INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL STRUCTURE IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS CONTINUED 

In planning and perfor~ling our audit of the financial statements of Neighborhood Housing ~;ervices of New Orleans, Inc. for the year ended December 31, 1!)96, 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 fcr the purpose of expressing our opinion on the financial statements and ,lot to provide an opinion on the internal control strucsure. Accordingly, we do not express such an opinion. Our consideration of the internal control structure would not necessarily disclose all matters in the internal control structure that might be material weaknesses under standards established by the American Institute of Certified Public Accountants. A material weakness is a condition in which the design or operation of one or more of the internal control structure elements does not reduce to a relatively low level the risk that errors or irregularities in amounts that would be material in relation to the financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions, lqe noted no matters involving the internal control structure and its operation that we consider to be material weaknesses as defined above. However, we noted certain matters structure and its oper6~tion that we of Neighborhood Housing Services of letter dated June 9, 1997. 
involving the internal control have reported to the management New Orleans, Inc. in a separate 

This report is intended for the information of the Board of Directors, management, grantors and the Legislative Auditor of the State of Louisiana. This restriction is not intended to limit the distribution of this report, which is a matter of public record. 
BRUNO & 1['F.RVALON CE,RTIFIED PUBLIC ACCOUNTANTS June 9, 1997 
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8~ Ten~lon MICHAEl B 8RU"JO CPA ALCIDE J IERV#LON JR CPA 

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL STRUCTURE IN ACCORDANCE WITH OMB CIRCULAR A-133 
To the Board of Directors of Neighborhood Housing Service of New Orleans, Inc. 
We have audited the financial statements of Neighborhood Housing Service of Hew Orlean~, Inc.(a nonprofit organization) as of and for the year ended December 3], 1996, and have issued our report thereon dated June 9, 1997. We have also audited the compliance of Neighborhood Housing Services of New Orleans, Inc. with requirements applicable to its major federal award program and have issued our report thereon dated June 9, 1997. We conduct:ed our audJ auditing standards, ts in accordance ve~nment Audit~na with generally a Standards issued ccepted by the Comptroller General of the United States, and Office of Management and Budget (OMB) Circu~Lar A-133, "Audits of Institutions of Higher Education and Other Nonprofit Institutions". Those standards and the provisions of OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement and about whether Neighborhood Housing Services of New Orleans, Inc. complied with laws and regulations, noncompliance with which would be material to a major federal award program. In planning and performing our audits for the year ended December 31, 1996, we considered Neight~rhood Housing Service of New Orleans, Inc.'s internal control structure in order to determine our auditing procedures for the purpose of expressing our opinions on Neighborhood Housing Service of New Orleans, Inc. financial statements and on its compliance with requirements applicable to its major program to report on the internal control structure in accordance with OMB Circular A-133. This report addresses cur consideration of internal control struoture policies and procedures relevant to compliance with requirements applicable to federal award prog:cams. We have addressed internal control structure policies and procedures relevant to our audit of the financial statements i:% a separate report dated June 9, 1997. 
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