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Renort oflndenendent Accountants 
The Management of the Housing Authority of New Orleans and the Regional Inspector General for Audit, U.S. Department of Housing and Urban Development 
We have audited the combined financial statements of the Housing Authority of New Orleans, Louisiana (HANO) as of and for the year ended September 30, 1995. These combined financial statements are the responsibility of HANO's management. Our responsibility is to express an opinion on these combined financial statements based on our audit. We conducted our audit in accordance with generally accepted auditing standards and Government Auditing Standards issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the combined financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the combined 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. We believe that our audit provides a reasonable basis for our opinion. As discussed in Note 13, HANO is self-insured for certain claims and losses and is a defendant in numerous legal actions. Legal counsel has estimated a possible liability to HANO of $19,000,000 resulting from legal actions, including $14,000,000 that HANO has agreed to settle. It is HANO's policy to record losses relating to self-insurance and legal actions based on the annual budget for such claims rather than recording estimated liabilities as required by HUD practices and generally accepted accounting principles. 
In our opinion, except for the effects of not recording estimated liabilities for losses related to self-insurance and legal actions as discussed in paragraph three of this report, the combined financial statements present fairly, in all material respects, the financial position of the Housing Authority of New Orleans, Louisiana as of and for the year ended September 30, 1995 in conformity with generally accepted accounting principles. 



The Management of the Housing Authority of New Orleans and the Regional Inspector General for Audit, U.S. Department of Itousing and Urban Development Page 2 
HANO's fixed liabilities are administered by the U.S. Department of Housing and Urban Development (HUD) and all fixed liability transactions are recorded by HANO based on HUD's directive. As discussed in Note 9, at September 30, 1995, HANO has been informed by HUD that $47,607,344 of fixed liabilities are in the process of being forgiven by HUD. HANO will record this forgiveness as an adjustment of the cumulative HUD contribution when it receives formal notification from HUD. 
In accordance with Government Auditing Standards, we have also issued a report dated March l 0, 1997 on our consideration of HANO's internal control structure and a report dated March 10, 1997 on its compliance with laws and regulations. Our audil was made for the purpose of forming an opinion on the combined financial statements taken as a whole. The combining financial statements at Exhibits A and B, are presented for purposes of additional analysis and are not a required part of the combined financial statements of HANO. Such information has been subjected to the auditing procedures applied in the audit of the combined financial statements and, in our opinion, except for the effects described in paragraph three of this report, is fairly presented in all material respects in relation to the combined finaneial statements taken as a whole. 
The combined financial statements at Exhibits C - J and Schedules I - IV are prepared on the HUD basis of accounting (Note 1), which is a comprehensive basis of accounting other than generally accepted accounting principles. These combined financial statements at Exhibits C - J and Schedules 1 - IV are presented for purposes of additional analysis and are not a required part of the combined financial statements of HANO. Such information has been subjected to the auditing procedures applied in the audit of the combined financial statements as of and for the year ended September 30, 1995 and, in our opinion, except for the effects described in paragraph three of this report, is fairly presented in all material respects in accordance with the HUD basis of accounting, as described in Note 1. 
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The Management of the Housing Authority of New Orleans and the Regional Inspector General for Audit, U.S. Department of Housing and Urban Development Page 3 
The information listed in the accompanying Table of Contents as Schedules V - XII and the additional information are presented for the purposes of additional analysis and are not a required part of the combined financial statements. Such information has not been audited by us and, accordingly we express no opinion on such information. This report is intended for the information and use of the management of the Housing Authority of New Orleans, Louisiana and the Regional Inspector General for Audit, U.S. Department of Housing and Urban Development. However, this report is a matter of public record and its distribution is not limited. 

March 10, 1997 
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HOUSING AUTHORITY OF NEW ORLEANS NEW ORLEANS_ LOUISIANA 
NOTES TO THE COMBINED FINANCIAL STATEMENTS 

SEPTEMBER 30. 1995 
NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES General The Housing Authority of New Orleans (HANO) was organized on September 29, 1936 to assist and provide housing to low-income residents in New Orleans. HANO was governed by a seven member Board of Commissioners and headed by an Executive Director until February 1996. At that time, the United States Department of Housing and Urban Development (HUD), through a cooperative endeavor agreement with the City of New Orleans, appointed a consultant to directly oversee the daily operations of HANO, including monitoring the work performed by the Executive Director and management. Also, the role of the Board of Commissioners was reduced to an advisory capacity. The original agreement expired on December 31, 1996 and was renewed for art additional year. Funding for the operations of HANO is provided by HUD through annual contribution contracts related to specific programs. At September 30, 1995, HANO had the following number of units in Active Development, Active Modernization, Community Development and Assistance Programs: 
Contract Program FW-1190 FW-1190 FW-2053 FW-2201 FW-2217 

PHA Owned Homeownership Section 8 Section 8 Housing Certificate and Voucher Program 

-9- 

Number of Units 13,378 227 3,577 322 
576 



Summalw of Sianificant Accountino Policie Basis of Presentation As required by Louisiana state reporting law (LSA-R.S. 24:514), the financial statements are prepared in accordance with generally accepted accounting principles (GAAP). In 1994, HANO presented financial statements prepared on the HUD basis of accounting. Under the GAAP basis, the financial statements of HANO are prepared on the basis of funds or account groups, each of which is considered a separate accounting entity and is maintained for the purpose of carrying on specific activities or attaining certain objectives in accordance with special regulations, restrictions or limitations. The operations of each fund are accounted for with a separate set of self-balancing accounts that comprise its assets, liabilities, fund balance, revenues and expenditures. The funds and account groups have been grouped into categories as follows: 
Governmental Fund Types Governmental Funds are those through which most functions of HANO are financed. The acquisition, use and balances of HANO's expendable financial resources and the related liabilities are accounted for through Governmental Funds. The following are HANO's governmental fund types: 
General Fund - The General Fund is the general operating fund of HANO. It is used to account for all financial resources except those required to be accounted for in other funds. Special Revenue Fund - The Special Revenue Fund is used to account for the proceeds of specific revenue sources for the Section 8, Housing Certificate and Voucher programs which are restricted to expenditures for these specified purposes. Debt Service Fund - The Debt Service Fund is used to account for the accumulation of resources for, and the payment of, general long-term debt principal, interest and related costs. The Debt Service Fund includes amounts on deposit with fiscal agents or due from HUD to pay principal and interest on fixed liabilities. Capital Projects Fund - The Capital Projects Fund is used to account for financial resources to be used for the acquisition or construction of major capital facilities. Fiduciary Fund Type _Agency Fund - The Agency Fund is used to account for assets held by HANO in a trustee capacity or as an agent for individuals, such as tenants and homebuyers. The Agency Fund is accounted for in essentially the same manner as the Governmental Fund, except that the Agency Fund is custodial in nature (assets equal liabilities) and does not involve measurement of results of operations~ 
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Account Groups Account groups are used to establish accounting control and accountability of HANO's general fixed assets and general long-term debt. They are self-balancing groups of accounts that are concerned only with the measurement of financial position, not with the measurement of results of operations. The following are HANO's account groups: General Fixed Assets Account Group - This group of accounts is established to account for fixed assets of HANO, such as the completed modernization and development programs and other land, structures and equipment. - This group of accounts is established to account for all long-term debt recorded by HANO at the directive of HUD. (Note 9.) Basis of Accounting - All governmental funds and the agency fund are accounted for using the moditied accrual basis of' accounting. Governmental fund revenues are recognized when susceptible to accrual (i.e. both measurable and available). Available means currently due and collectible to be used to pay liabilities of the current period. Expenditures are generally recognized under the modified accrual basis of accounting when the related fund liability is incurred except for debt service and other long-term obligations which are recognized when paid. 
Use of Estimates - The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent liabilities at the date of the finan~:ial statements and reported amounts of revenues and expenditures during the reporting period. Actual results could differ from those estimates. 
Investments - Investments are non-negotiable instruments similar to deposits and are stated at cost which approximates market value. Fair Value of Financial lnstrumen - The carrying amount of HANO's financial instruments at September 30, 1995 including cash, investments, accounts receivable, and accounts payable closely approximates fair value. Allowance for Doubtful Accounts - Accounts receivable are expensed upon approval of the HANO Board of Commissioners rather than using a valuation allowance to charge doubtful accounts to expenses as required by generally accepted accounting principles and HUD practices. The allowance required is not material to the financial statements as a whole. 
Debt Service Funds - HANO's debt is administered by HUD. Debt service funds are amounts on deposit with fiscal agents or due from HUD to pay principal and interest on the obligations recorded by HANO at the directive of HUD and for such other purposes as may be provided in annual contribution contracts. The amount due from HUD is based on the maximum annual contribution during the fiscal year. The actual amount when received may differ depending on the amount required for payment of interest and principal. 



lnvenlor~ - Materials and equipment inventories are recorded on a basis equivalent to FIFO General Fixed Assets - Land, struetures and equipment are recorded at cost in the General Fixed Assets Account Group. Maintenance and repair costs are charged against income as incurred. Significant renewals and betterments are capitalized. The records of I-IANO do not allow for a disclosure of the major composition of land, structures and equipment as required by generally accepted accounting principles (Note 6). In accordance with generally accepted accounting principles and HUD praetices, structures and equipment are not depreciated. Construction in process consists of modernization costs incurred for fiscal years that have not been officially closed out. Long-Term Liabilities - HANO's consolidated financing process is administered by HUD. Major capital improvement projects are financed by issuing a series of short-term notes payable or by issuing bonds. HUD and HANO retire such notes and bonds through annual contribution contracts as if the financing was long-term. Fixed liabilities are accounted for in the General Long-Term Debt Account (h-oup. 
Annual Leave - Annual leave is expensed when taken rather than accrued as earned, as required by generally accepted accounting principles. The accrual required is not malerial to the financial statements as a whole. Sell'Insurance and Liti a~n - HANO recognizes losses related to self-insurance programs and litigation based on the annual budget for such claims rather than recording estimated liabilities when losses occur, as required by HUD practices and generally accepted accounting principles. Annual Contributions Contracts - Annual Contributions the authority to audit and examine the records of public determination of HANO's financing and contribution Contracts provide that HUD shall have housing authorities. Accordingly, final status for the Annual Contributions Contracts is the responsibility of HUD based upon financial reports submitted by HANO 
Reserves - Reserves are reported in the various funds to indicate the amount established for a specific purpose. 
Financial statements prepared in accordance with the HUD basis of accounting are included as Exhibits C - J of these financial statements. The primary difference between the financial 
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"irE 2 - 
All bank balances and investments of llANO at September 30, 1995, some of which bear interest, are entirely insured or collateralized with securities held by its agent in HANO's name. Cash in excess of current requirements is invested. At September 30, 1995 investments consist of the following: General Agency Fund F u_nd _Total Certificates of Deposit Money market accounts $7,332,476 

Interest R sate Maturity $ 643,480 $ 7,975,956 Various Various _7_5~7~5_8 _ 75,758 Various Total investments ~ 6 _$_729j2_38. ~L=8~QSj=LTL4714 3- Accounts receivable at September 30, 1995 consist of the following 

Tenants Homebuyers HUD Other (including various State and Federal sources) 
Total accounts receivable 

General !,'_u_n d 
550,247 1,598 6,740,614 
_ 647~20 
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Special Revenue Fund Total 
$ 13,353 . 239,430 

$ 550,247 1,598 6,753,967 
886,95_~0 __.LS~LgLT~ 



NOTE 4 - DUE TOFFROM OTHER FUNDS Interthnd receivables and payables at September 30, 1995 consist of the following 
General fund Special revenue funds: Certificate program - FW-2053 Housing assistance program - FW-2201 Voucher program - FW-2217 

Due from Other Funds Due to Other Funds $1,151,492 $1,029,239 355,690 6,397 213,470 93,172 604.638 Total interfund receivables/payables $2,72_7~_0_4_9 $1,~2~049 NOTE 5 - OTHER CURRENT ASSETS 
Other current assets at September 30, 1995 consist of the following 
Prepaid insurance Materials and equipment inventories 
Total other current assets NOTE 6 - LAND STRUCTURES AND EOUIPMENT 

General Fund $ 339,520 _~31,545 2 071 0~65_65_ 
ActMty for general fixed assets which are capitalized by HANG is summarized below: Balance at Balance at October 1, 1994 Additions Deductions September 30, 1995 Land, structures and equipment $258,759,866 $ 7,638,667 Construction in process 60,164,158 ._l_L918,996 $ 7,305,716 $259,092,817 72,083,154 $318.924.024 ~9.5~G3 $ 7.305.716 ~,3=~1.175.971 During fiscal 1996, ttANO received approval from HUD for the destruction of several structures. Management estimates that the carrying value of the structures demolished during fiscal 1996 or to be demolished approximated $38,855,000 at September 30, 1995. Management plans to record the write-off of these assets in the period the demolition occurs or when it is otherwise determined that the assets have no future value. In accordance with GAAP, the investment in 
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general fixed assets and the balance in the general the period demolition occurs. On the HUD basis recorded in the period demolition occurs. In fiscal fixed assets account group will be reduced in of accounting, a loss from disposition will be 1997, HANO has also applied to HUD for the destruction of additional structures, which has not yet been approved by HUD. Management has not yet estimated the carrying value of these structures; however, management believes the value is material. 
Statement of Financial Accounting Standards No. 121, "Accounting for the Impairment of Long- Lived Assets and for Long-Lived Assets to be Disposed Of' in accordance with GAAP is effective for fiscal 1997. Under the provisions of this Statement, long-lived assets are to be reviewed for impairment. If the sum of the expected future cash flows is less than the carrying amount of the asset, an impairment loss is recognized by recording a reduction in the investment in general fixed asse.ts. Management has not begun to estimate the effects of adoption but believes it could result in a material adjustment. NOTE 7 - ACCOIYNTS PAYABLE 
Accounts payable at September 30, 1995 consist of the following 

General Fund Special Revenue Fund Tenants security deposits $ $ Contract retentions and perlbrmance deposits Vendors, contractors and other 4,483,736 2,353,774 HUD 37,737 __1~44.8.125 

Capital Projects Fund $ 2,680,233 437,793 
Agency Fund Total $707,494 $ 707,494 2,680,233 7,275,303 1,485,862 Total accounts payable $~5~1~4__~ ~.3~.8~..L899 $3.118.026_ $70~7,494 $12.148:8_92 NOTE 8 - ACCRUED LIABILITIES 

Accrued liabilities consist of the following at September 30, 1995 

Accrued interest on notes and bonds to be forgiven (Note 9) Accrued utilities expense Other accrued liabilities 

GenerM Fund 
$ 176,296 . 690,911 

General Long-term Debt Account Group Total 
$874,924 $ 874,924 176,296 690,911 Total accrued liabilities L867_~207- $874.924 $1.742.13_1 
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NOTE 9 - FIXED LI ABILITIES 
The tbllowing is a summary, of HANO's long-term debt transactions for the year ended September 30, 1995: 
General Long-Term Debt Account Group: Project loan notes Permanent notes - HUD Federal financing bank notes New housing authority bonds 

Balance at Retirements and Balance at October 1~_ 1994 Repayments September 30, 1995 
$ 3,728,968 43,878,376 4,796,313 ~01,62J_ (559,783) (2,626,580) 

$ 3,728,968 43,878,376 4,236,530 ._27,275,041 Total fixed liabilities 8~8g~0~2__7__8. ~_3J86,363=) $ 79.118.9A5 
Administrative control over the consolidated financing process is vested in HUD. HANO has partic:ipated in several consolidated bond issues and consolidated issues of short-term notes (six- month maturities). Active debt includes the Federal Financing Bank notes and the New Housing Authority bonds. The Federal Financing Bank notes were issued in 1982 and 1983 for the modernization of the existing housing developments. The New Housing Authority bonds were issued between 1950 and 1973 to fund the original construction of certain housing developments. These notes and bonds bear interest at 2.125% to 5.75% and have various maturity dates. Interest and principal payments on these notes and bonds are made by HUD in accordance with the terms of the annual contribution contracts. HANO records all debt transactions upon the directive from HUD. This includes the portion of debt allocated to HANO and accounting entries to record payments made by HUD for principal and interest. Debt service annual contributions ceased on April 1, 1986 for the project loan notes and the permanent notes - HUD. Under the provisions of the Housing and Community Development Reconciliation Amendments of 1985 (P.L. 99-272 enacted April 7, 1986), the Secretary of Housing and Urban Development was authorized to forgive the outstanding principal and interest on the project loan notes and the permanent notes - HUD. The Reconciliation Amendments require the execution of a debt forgiveness amendment to the consolidated annual contribution contract. This amendment has been executed by HUD and HANO. It also requires the audit and approval of the Actual Development Cost Certificate or the Actual Modernization Cos'i Certificate which has not yet been completed for all projects. HANO has recorded debt forgiveness of $5,782,000 for certain notes that were forgiven by HUD in prior years. The balance of remaining notes to be forgiven was $47,607,344 at September 30, 1995. The balance of accrued interest on the notes to be forgiven was $874,924 at September 30, 1995. 
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NOTF. 10 - F Reservations of fund balances of governmental funds are created to identify the portion of the fund balance that is not available for future expenditures. Specific reservation of the fund balance accounts is summarized as follows: Reserve for debt service - This reserve was created to segregate a portion of the fund balance account for debt service, including both principal payments and interest payments on fixed liabilities. HUD is responsible for funding the debt service and for directing interest and principal payments in accordance with the annual contribution contract. NO'N3 11 - EMPLOYEE PENSION PLAN HANO has a pension plan which covers all full-time employees after one year of service. The plan is a defined contribution plan whereby no actuarial determinations or valuations are made. HANO's contribution rate was one-half percent of the covered employees' salary until September 30, 1991. On October 1, 1991, the plan was amended to increase HANO's contribution rate to 5% of the covered employees' salary. Total contributions for the year ended September 30, 1995 amounted to $484,654 (4.8% of total covered payroll for the year ended September 30, 1995). HANO's total payroll for all employees was $14,379,061 and the total covered payroll was $10,197,717 for the year ended September 30, 1995. NOTE 12 - ANNUAL LEAVE HANO's policy is to pay up to 300 hours of accrned annual leave when employees terminate. A! September 30, 1995, total leave to be paid upon termination was $1,272,510. NOTE 13 - SELF-INSURANCE AND CONTINGENCIES 
HANO is self-insured for general liability, workers' compensation claims, fire and extended coverages. In addition, HANO is a defendant in various legal actions. Legal counsel estimates that exposure to HANO approximates $19,000,000, including $14,000,000 that HANO has agroed to pay. HANO's policy is to recognize losses related to the self-insurance programs and litigation based on the annual budget for such claims rather than recording estimated liabilities when losses occur, as required by HUD practices and generally accepted accounting principles During 1995, HANO recorded expense of approximately $3,000,000 and paid $3,400,000 for settled claims. The allowance for self-insurance and legal claims totals $454,000 at September 30, 1995. 
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NOTE 14 - SINGLE AUDIT The Single Audit Act of 1984 (Single Audit) established audit requirements for financial statements and requirements for testing and reporting on internal controls and compliance with laws and regulations relevant to federal financial assistance programs. The Single Audit testing of internal controls and compliance relevant to federal financial assistance programs for the year ended September 30, 1994 is not complete. Any issues or exceptions that may result from that audit have not been considered in the audit of the financial statements or the Single Audit for 1995. 
NOTE 15 - BUDGET INFORMATION 
The annual budgets for all funds at HANO are approved by HUD and are not legally adopted NOTE 16 - INSTANCE OF NONCOMPLIANC 
Sections 320.04 and 327.01 of the Louisiana Governmental Audit Guide require audited financial statements to be presented to the Legislative Auditor within six months of the entity's fiscal year end. As stated in the independent accountant's report on compliance with laws and regulations presented separately, HANO was not in compliance with this regulation for the fiscal year ended September 30, 1995. 
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ASSETS Cash Accounts receivable Due fiom other funds 

HOUSING AUTHORITY OF NEW ORLEANS 
SPECIAL REVENUE FUNDS 

Certificate Program FW-2053 
$ 3,566,548 132,142 355,690 

Housing Assistance Program FW-2201 
$ 248,047 5,811 6,397 

Voucher Program FW-2217 Total 
$ 895,361 114,830 213,470 $ 4,709,956 252,783 575,557 Total assets ~05_~8_~ $._=~__~0~_~ $ 1.223.66A $ 5.538_296 

LIABILITIES AND FUND BALANCES Liabilities: Accounts payable $ 3,187,798 Due to other funds $ 174,349 93,172 $ 439,752 604,638 $ 3,801,899 697,810 Total liabilities 3,187,798 267,521 1,044,390 4,499,709 
Fund equity: Cumulative HUD contributions, grants and other 195,790,995 24,536,338 23,995,310 244,322,643 Unreserved fund balance (194,9244,~_13_) _(24,543,604) (23,816,039) (243,284,056) Total fund equity 866, 582 (7,266) 179,271 1,038,587 Total liabilities and fund balances $ 4.054.380.. $,=o=~6t2,25fi $ 1.223.661 $ 5.538.296 
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Revenues 

HOUSING AUTHORITY OF NEW ORLEANS 
SPECIAL REVENUE FUNDS 

.EXHIBIT B 

FOR THE YEAR ENDED SEPTEMBER 30. 1995 
Certificate Program FW-2053 

Housing Assistance Program FW-2201 Voucher Program FW-2217 Total 
Interest on operating reserve and investments $ 30,7_74~S $ 762 $ 29,558 $ 61,065 Expenditures 
Administration Ordinary maintenance General expenditures Housing assistance payments 

950,470 6,937 188,218 13,232.089 
52,948 9,657 1.459,444 
161,844 393 40,021 1,690,238 

1,165,262 7,330 237,896 16,381,771 Total expenditures 14,377,714 1.522,049 1,892,496 17,792,259 Operating deficit Other charges Other income including annual contributions earned Net income (deficit) Fund equity, beginning of year 

(14,346,969) (1,521,287) (1,862,938) (17,731,194) (77,264) (243,190) (320,454) 14,618.0~ 1.736,499 1,845,810 18,200,312 
193,770 829..320 

(27,978) 20.713 (17,128) 39_890 148,664 889,923 Fund equity, end ofyear $ 1.023~090 $~(7.2fi5) $22.762 $ 1.038.587 
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HOUSING AUTHORITY OF NEW ORLEANS NEW ORLEANS. LOUISIANA 
SCHEDULE 11 Page 1 of 2 

COMPUTATION OF ANNUAL CONTRIBUTION EARNED AND ISTANCE P -20 THE 
Maximum Contribution Available Maximum annual contribution authorized Project account balance at beginning of fiscal year Total annual contribution available 
Annual Contribution Reauired 
Housing assistance payments Administrative fee Project receipts other than annual contribution Total annual contribution required - Schedule I 
Project Account Chanae Provision for projecl account - Schedule I Annual Contribution Earned - lesser of contribution available or contribution required - Schedule I 
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30 
$ 20,669,447 10,691,853 
_$ 31.36~3~0 
$ 13,232,089 1,408,407 _ (22,493) 

_$_ 6.051_.444 
$J4.618.003 



HOUSING AUTHORITY OF NEW ORLEANS NEW ORLEANS. LOUISIANA 
SCHEDULE II Page 2 of 2 

COMPUTATION OF ANNUAL CONTRIBUTION EARNED AND 
AL CONTRIBUTION CONTRACT FW-2053 FOR THE YEAR ENDED SEPTEMBER 30_ 1995 

ODeratint, Reserve Chanee Operating receipts Operating income - Exhibit 1 Almual contribution earned - Exhibit I 
Total operating receipts 
Operating expenditures Operating expenses Capital expenditures Total operating expenditures - Exhibit I 
Net operating receipts used Provision for operating reserve 
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$ 30,745 14,618,003 
14,648,748 
14,375,988 1,726 
14,377,714 271,034 
271,034 



HOUSING AUTHORITY OF NEW ORLEANS NEW ORLEANS LOUISIANA 
SCHEDULE Ill Page 1 of 2 

COMPUTATION OF ANNUAL CONTRIBUTION EARNED AND PROJECT ACCOUNT - OPERATING RESERVE CHANGES HOUSING ASSISTANCE PAYMENTS PROG 

Maximum Contribution Available Maximum annual contribution authorized 
La 48-0060-001 La 48-0060-005 Total 

Project account balance at beginning of fiscal year ~L4_01,007 Total annual contribution available $o!~0_1+003 
Annual Contribution Reauired Housing assistance payments Receipts other than annual contribution Administrative fee $ (427) 

$1,286,160 $1,286,160 
774,18O $~7~060.34~ 
$1,459,444 (335) 34,200 

2,175,187 ~+4_61,34__7 
$1,459,444 (762) 34,200 

Total annual contribution required - Schedule I $ _~(.~,27) $1.493.~09 $1.492.882 Project Account Chanc, e Provision for (reduction of) project account - Schedule I $_ ~(207, !-~)- $=A~202,1AP) Annual Contribution Earned - lesser of contribution available or contribution required - Schedule I $_ $1.49_L,3~_ $1.493.309 
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HOUSING AUTttORITY OF NEW ORLEANS 
COMPUTATION OF ANNUAL CONTRIBUTION EARNED 

SCHEDULE III Page 2 of 2 

~-220 1995 

h O~erating re~ts Operating income - Exhibit 1 Annual contribution earned - Exhibit I 

La48-0060-001 La48-0060-005 Total 

$ 427 $ 335 1,736,499 $ 762 1,736,499 Total operating receipts 427 __1,736,834 . 1,737,261 _Qp_erating expenditures Operating expenses Prior year adjustments affecting residual receipts Total operating expenditures - Exhibit I 
Net operating receipts available Provision for operating reserve 427 

427 

- 39- 

1,522,049 1,522,049 
.. 1,522,0_49 
214,785 214,785 - 

_ 1,522,049 
215,212 215,212 



HOUSING AUTHORITY OF NEW ORLEANS NEW ORLEANS. LOUISIANA 
SCHEDULE 1V Page 1 of 2 

COMPUTATION OF ANNUAL CONTRIBUTION EARNED AND 
-22 

m 
Maximum annual contribution authorized Project account balance at beginning of fiscal year Total annual contribution available lr 
Housing assistance payments Administrative fee Proiect receipts other than annual contribution 
Total annual contribution required - Schedule 1 ect Account Chnnoe Provision for project account - Schedule ] n - lesser of contribution available or contribution required - Schedule I 

- 40 - 

5 

$ 3,538,968 7,237,542 ~o.776~L!0 
$ 1,690,238 167,516 (11,944) $ 1.845.810 
$ 1.693.158 
$ 1.845.810 



HOUSING AUTHORITY OF NEW ORLEANS NEW ORLEANS. LOUISIANA 
SCHEDULE IV Page 2 of 2 

COMPUTATION OF ANNUAL CONTRIBUTION EARNED AND ROJECT ACCOUNT - OPERATING RESERVE CHAN HOUSING ASSISTANCE VOUCHER PROGRAM ANNUAL CONTRIBUTION CONTRACT FW-2217 FOR THE YEAR ENDED SEPTEMBER 30 1995 

_Qp3;rating receipts Operating income - Exlfibit 1 Annual contribution earned - Exhibit 1 
Total operating receipts _Q~:rating expenditures Operating expenses Prior year adjustments affecting residual receipts Total operating expenditures - Exhibit 1 
Net operating receipts available Provision for operating reserve 
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$ 29,558 1,845,810 
1,875,368 
1,892,496 
1,892,496 (17,128) (17,128) $ 
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HOUSING AUTHORITY OF NEW ORLEANS NEW ORLEANS LOIIIS1ANA 
SCIIEDULE VI Page 1 of 3 

T 

Classification Project La 1-18 

ANNUAL CONTRIBUTION CONTRACT FW-1190 

Dwelling construction Total construction and equipment Project La 1-19 Site improvements Total construction and equipment Project La 1-21 Site improvements Dwelling construction Total administration Total planning Total site acquisition Project La 1-22 Site improvements Dwelling construction Total interest Total planning Total development costs 

(Unaudited) 
T 

Actual Cost Approved Budp~et Over Budget 
$ 287,201 292,840 
8,848 1,538,262 
7,150 108,270 1,642 363 33,026 
55,350 503,430 101,651 1,880 786,760 

- 45 - 

$ 9,401 19,840 
3,551 1,532,965 

1,603 44 3,947 
888 2,892 94,012 393 777,631 

$277,800 273,000 
5,297 5,297 
7,150 108,270 39 319 29,079 
54,462 500,538 7,639 1,487 9,129 



HOUSING AUTHORITY OF NEW ORLEANS NEW ORLEANS LOUISIANA 
SCHEDULE V1 Page 2 of 3 

STATEMENT OF ACTUAL DEVELOPMENT COSTS - OVER BUDGET ANNUAL CONTRIBUTION CONTRACT FW-1190 SEPTEMBER 30, 1995 (Unaudited) 
Classification Project La 1-23 Site improvements Dwelling construction Dwelling equipment Total construction and equipment Project La 1-24 Total planning Nondwelling equipment Total development costs Projeo La 1-25a 
Total interest Total development costs Project La 1-26 Site Site improvements Dwelling construction Total administration Project La 1-27 Site Site improvements Dwelling construction Total administration 

Actual Cost Approved Budget Over Budget 
34,147 212,223 936 247,306 
6,371 1,849 693,515 
639,419 3,331,953 
174 100 617 6 
47 40 219 2 

- 46 - 

439 000 040 484 
675 000 066 797 

$ 246,744 
5,019 
692,171 
598,226 3,291,060 
6,875 
6,411 

2,724 

$ 34,147 212,223 936 562 
1,352 1,849 1,344 
41,193 40,893 
174,439 93,125 617,040 73 
47,675 40,000 219,066 73 



HOUSING AUTHORITY OF NEW ORLEANS NEW ORLEANS LOUISIANA 
SCHEDULE VI Page 3 of 3 

Classification Project La 1-32 

F 

Site Site improvements Dwelling construction Nondwelling construction Total administration Total planning Project La 1-32 (1~ Site improvements Dwelling construction Nondwelling construction Total developer's price Project La 1-39 Total planning Total site acquisition Total construction and equipment Total development costs Project La 1-44 Total development costs 

SEPTEMBER 30, 1995 (Unaudited) -1190 T 

Actual Cos! Approved Budge/ Over Budg~ 
$ 107,018 105,392 795,358 20,349 5,997 10,268 
316,177 2,386,174 61,047 3,078,385 
6,135 548,445 1,999,506 2,904,521 

$ 105,000 90,637 684,987 17,500 5,995 10,266 
271,911 2,054,963 52,5(10 3,078,374 
6,076 527,964 1,933,854 2,837,033 

$ 2,018 14,755 110,371 2,849 2 2 
44,266 31,211 8,547 11 
59 20,481 65,652 67,488 

1,309,920 1,305,585 4,335 

- 47 - 



Classification 

HOUSING AUTHORITY OF NEW ORLEANS NEW ORLEANS LOII1S1ANA 
SCHEDULE VII 

Administration Interest, net Planning Site acquisition Site improvement Relocation 
Total costs 

F DEVELOP 
SEPTEMBER 30. 1995 

Total costs through September 30, 1994 Changes from October 1, 1994 through Seplember 30, 1995 
Total costs - Schedule IX 

(Unaudit ed) 

- 48 - 

-1190 

La 1-28 $ 47,138 758,427 132,447 566,683 34,259 253,553 $ 1.792,507 
$ 1,792,507 
$ 1.792,507 
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HOUSING AUTHORITY OF NEW ORLEANS NEW ORLEANS LOUISIANA 
SCHEDULE X Page 3 of 4 

TATEMENT OF A 

Classification Project 22-001-916 La 1-25 Fees and Costs Nondwelling Equipment Site hnprovement Project 22-001-916 La 1-30 Dwelling Structures Project 22-001-916 La 1-30B Dwelling Structures Proiect 22-001-918 Management Improvements Administration 
Fees and Costs Dwelling Structures Proiect 22-001-918 La 1-14 Relocation Costs 

SEPTEMBER 30, 1995 (Unaudited) 

- 72 - 

-1190 
Actual Approved Over Costs Budget Budget 
$ 428,247 $ 374,343 $ 53,904 140 140 140 140 
818,799 791,750 27,049 
202,082 191,200 10,882 
986,710 392,024 912,097 386,745 
202,392 185,892 2,827,163 2,371,920 
559 

74,613 5,279 
16,500 455,243 
559 



HOUSING AUTHORITY OF NEW ORLEANS 
SCI IEDULE X Page 4 of 4 

TATEMENT OF 

Classification 

TS- 

Fees and Costs Nondwelling Equipment Project 22-001-918 La 1-22 

Dwelling Structures 

SEPTEMBER 30~ 1995 (Unaudited) 

- 73 - 

Actual Approved Over Costs Budget Budget 
$ 124,696 $ 100,725 $ 23,971 
10,139 9,771 1,628 
573 48,191 500 44,829 

368 1,628 
73 3,362 

951,375 936,113 15,262 
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REPORT ON INTERNAL CONTROL STRUCTURE BASED ON AN AUDIT OF THE COMBINE[) FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 
The Management of the Housing Authority of New Orleans and the Regional Inspector General for Audit, U.S. Department of Housing and Urban Development 
We have audited the combined financial statements of the Housing Authority of New Orleans, Louisiana (HANO) as of and for the year ended September 30, 1995, and have issued our report thereon dated March 10, 1997. We conducted our audit in accordance with generally accepted auditing standards and Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the combined financial statements are free of material misstatement. 
The management of HANO 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 rdated 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 the combined 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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HOUSING AUTHORITY OF NEW ORLEANS 
SCHEDULE OF MATERIAL WEAKNESS, REPORTABLE CONDITIONS AND 

Documentation supporting certain accounting transactions, including voucher packages, invoices, contracts and/or bidding documentation, deposit tickets and tenant rent receipts, could not be located for testing. These documents should be maintained using an accurate filing system because supporting documentation provides evidence of authorization for transactions. Without supporting documentation, there is no evidence that the transactions are valid. We recommend that all supporting documentation be properly filed so that it is readily available whether at HANO or at the warehouse. Management response Procedures are in place to maintain supporting documentation as required by the HUD accounting handbook. 
Recommendation 1 
The HANO accounting staff is comprised of numerous accountants and clerks who process the daily transactions. Many of the job responsibilities are routine. However, several errors occur monthly in developing entries and accounting coding. These require several hours to resolve, especially when not immediately detected. The accounting supervisors who approve the entries do not perform an adequate review or are not trained to properly identify the errors. We recomm~md that HANO management evaluate the expertise of the accounting department and provide any additional training necessary to minimize the errors that occur. 
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Management response: 
The Housing Authority of New Orleans developed a training schedule through the Staff Development Office, including training for the accounting stale The training schedule includes supervisory as well as HUD accounting sessions. 
_Recommendation 2 
V sv_stem HANO installed the CCS system at the begimfing of fiscal 1995. This integrated package will greatly enhance the efficiency and effectiveness of the accounting system and the reliability of the data once the controls within the system are functioning adequately and the system is utilized to its fullest capability. During the audit, we detected several instances where transactions were duplicated by the system, resulting in inaccurate financial data. Because adequate controls are not established within the system, there is a risk that these types of eITors may Occur and be undetected, resulting in potential loss to HANO. We recommend that HANO engage an independent computer consultant, with an emphasis on computer controls, to evaluate the system processing controls. This will identify the weaknesses and provide recommendations to enhance the reliability of the system. 
Ma~_nagement response: Since October 1996 the Housing Authority through the M1S department has scheduled management training with CCS. This training, which is on going, has and will continue to provide the authority with the necessary training to utilize the controls incorporated within the system. Recommendation 3 

f The following subsidiary ledgers were not reconciled to the appropriate general ledger control account as of September 30, 1995: -- Investments subledger. -- Accounts receivable aged-trial balance. -- Accounts payable trial balance. -- Contract retentions. -- Comprehensive Improvement Assistance Program and Comprehensive Grant Program - grant funds 
-81 - 



We recommend that these and all subsidiary ledgers maintained by HANO be reconciled to the appropriate general ledger control account on a monthly basis. It is imperative that all subsidiary ledgers be accurately and timely maintained and periodically reconciled to 1he appropriate general ledger control account. The reconciliations should be prepared in writing and all reconciling items should be documented and the necessary corrections made to the applicable subsidiary ledger or general ledger. These reconciliations should be reviewed and approved by the preparer's immediate supervisor. This recommendation was also made in 1994 and 1993. 
Manat, ement rest~onse The accounting department has developed a checklist to ensure that all reconciliations are performed monffdy. 
Recommendation 4 Reconcile the interfund receivable and navable balances monthly Interfund advances are not reimbursed by the borrowing fund on a timely basis. In addition, no reconciliation is performed to reconcile interfuud activity (receivables/payables). We recommend that interfund advances (receivables/payables) be reviewed by a designated individual on a monthly basis and the interfund advances be reimbursed on a timely basis. We also recommend that interfund activity be reconciled on a monthly basis and the interfund receivables/payables be readily identified in the reconciliation. Management Response 
Procedures are in place for identification and monthly reconciliation of these accounts Recommendation 5: 
Reconcile the homebuvers investment and liabilitv accoun The homebuyers investment account did not agree to the offsetting liability account. In addition, no reconciliations had been performed to identify the error which had occurred and to record the required adjustment. This results in potentially misstated amounts for the homebuyers investment and/or liability accounts. 
Management Response The homebuyers investment accounts have been reconciled; however, reconciliation of the liability portions are still in progress. The agency is working with Ms. Linda Brockway of HUD in an eft'on to reconcile the liability portion. 
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Recommendation 6 Review all receivable balances Deriodicallv for collectibilitv There are several minor accounts receivable balances that have had little or no activity in recent years. We recommend that all receivable accounts be reviewed at least quarterly to evaluate collectibility. Any accounts that are determined to be uncollectible should be eliminated. 
Management r~: This agency concurs with this recommendation and will take the necessary steps 1o institute 
Maintain a current lede:er of all contract retentions 1he contract retention ledger has not been updated or reconciled to the general ledger since August 1994. With construction in process in excess of $69 million, the amount of contract retentions is significanl. Failure to maintain accurate and current records of contract retentions may result in loss to HANO if any amounts are disputed by contractors. 
Because of the lack of staff available to do the research necessary to update this ledger, the Housing Authority has hired temporary help to assist in this area. The agency is also in the process of instituting a contract tracking system using the CCS software. Recommendation 8 Designate an accounting staff member to approye and maintain a listing of all voided checks. The voided checks should be forwarded to the_data entry_ operator for entrv!o the system, and to the staff member who oerforms the bank reconciliations for orot~er disposition. 
There were several checks for significant amounts that were voided by an accounting staff. However, the checks were not voided on the computer systems and therefore, remained on the outstanding check list. When the checks are not voided on the system, the cash and other corresponding accounts in the general ledger are misstated. We recommend that one staff member be designated to maintain a record of void checks and ensure that all void checks are input in the computer system. Also, the staff member who prepares the bank reconciliations should investigate any checks that have not cleared the bank in three months to determine if the check was voided. 
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Management Response The Housing Authority agrees with this recommendation and has instituted a new procedure for processing of voided checks. Recommendation 9 lq a~sistance nro~rams for the year ended Set~tember 30. 1994. in accordance with the Single Audit Act of 1984 HANO has not yet received its reports on compliance with laws and regulations relevant to the federal financial assistance programs for the year ended September 30, 1994. These audits are in process and will be issued subsequent to the issuance of the reports for the year ended S~;ptember 30, 1995. We recommend that in addition to satisfying the current requirements, management should take necessary action to ensure that all future reports are filed on a timely b~.sis. Management Response HANO has contracted with Price Waterhouse to perform the required audit in conjunction the Single Audit Act of 1984. II. CURRENT YEAR OTHER RECOMMENDATIONS 
Recommendation I 
There were errors discovered during the cash reconciliation process, which were not corrected within the 1995 fiscal year. We recommend that all errors discovered in the reconciliation process be corrected on a timely basis. 
We concur with this recommendation and will institute procedures to ensure timely correction of all errors. 
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During the cash disbursements testing, we noted thal a voucher package related to a prepaid check did not contain the original purchase order and receiving documents. All voucher packages for prepaid checks should contain the original purchase order and receiving documents. Accounting requires these documents to determine that the purchase is valid. We recommend that the purchasing department deliver the supporting documentation to accounting before the voucher package is filed. Management Response: This agency already has in place a procedure for handling all payables, which includes the need for original documentation for processing. 
_K~mmendation 3: 
Some year-end general ledger balances did not agree to the balances on the statements sent to /-/UD. These differences were not corrected prior to the fiscal year-end. We recommend that the balances on the general ledger and HUD financial statements be reconciled before the year-end reports are forwarded to HUD. Management R__esponse Procedures are in place to reconcile all reports sent to HUD and to update the general ledger Recommendation4: 
While reviewing the CIAP report for fiscal 1995, we noted that some active modernization programs began in fiscal 1987. We recommend that the administrative process to obtain close-out from HUD be improved to ensure a more timely close-out. 
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Recommendation 5 
Sections 320.04 and 327.01 of the Louisiana Governmental Audit Guide require audited financial statements to be presented to the Legislative Auditor within six months of the fiscal year end. HANO was not in compliance for fiscal 1995, as the audited financial statements were not issued by March 31, 1996. We recommend that HANO take necessary action to be in compliance with the Guide for fiscal 1996. 
Management Response Necessary action has been taken to be in compliance with this recommendation for fiscal year 1996. 
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REPORT ON COMPLIANCE WITH LAWS, REGULATIONS, CONTRACTS AND GRANTS BASED ON AN AUDIT OF THE COMBINED FINANCIAL STATMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
The Management of the Housing Authorily of New Orleans and Regional l~spectoT General for Audit, U.S. Department of Housing and Urban Development We have audited the combined financial statements of the Housing Authority of New Orleans, Louisiana (HANO) as of and for the year ended September 30, 1995, and have issued our report thereon dated March 10, 1997. 
We conducted our audit in accordance with generally accepted auditing standards and Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the combined financial statements are free of material misstatement Compliance with laws, regulations, contracts, and grants applicable to HANO is the responsibility of HANO's management. As part of obtaining reasonable assurance aboul whether the combined financial statements are free of material misstatement, we performed tests of HANO's compliance with certain provisions of laws, regulations, contracts, and grants. However, the objective of our audit of the combined financial statements was not to provide an opinion on overall compliance with such provisions. Accordingly, we do not express such an opinion. For the purposes of this report, we have categorized the provisions of laws, regulations, contracts, and grants we tested as part of obtaining such reasonable assurance into the following categories: 
~ Legal compliance ~ Asset management ~ Fiscal agency and cash management ~ Debt restrictions * Grant revenues and cash receipts ~ Purchases and cash disbursements 
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The Management of the Housing Authority of New Orleans and the Regional Inspector General for Audit, U.S. Department of Housing and Urban Development Page 2 
~ General ledger and financial reporting ~ Grant accounting ~ Compliance with regulations of the U.S. Department of Housing and Urban Development The results of our tests disclosed the following instances of noncompliance that are required to be reported herein under _Government Auditing Standards (a) Sections 320.04 and 327.01 of the Louisiana Governmental Audit Guide require audited financial statements to be presented to the Legislative Auditor within six months of the entity's fiscal year end. HANO was not in compliance with this regulation for the year ended September 30, 1995. (b) HANO did not provide sufficient documentation of (1) compliance with contract provisions and competitive bidding requirements for six out of sixty disbursements selected for testing related to the Modernization Program and (2) eligibility requirements for reimbursement of costs for four out of sixty participants selected for testing in the Section 8 Program. We considered these instances of noncompliance in forming our opinion on whether HANO's 1995 combined financial statements are presented fairly, in all material respects, in conformity with generally accepted accounting principles, and this report does not affect our report dated March 10, 1997, on those combined financial statements. This report is intended for the information of the management of the Housing Authority of New Orleans, Louisiana and the Regional Inspector General for Audit, U.S. Department of Housing and Urban Development and its regulatory agencies. However, this report is a matter of public record and its distribution is not limited. 

1997 
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REPORT OF INDEPENDENT ACCOUNTANTS ON THE SCHEDULE OF FEDERAL FINANICAL ASSISTANCE 
The Management of the Housing Authority of New Orleans and Regional Inspector General fbr Audit, U.S. Department of Housing and Urban Development 
We have audited the combined financial statements of the Housing Authority of New Orleans, Louisiana (HANO) as of and for the year ended September 30, 1995, and have issued our report thereon dated March 10, 1997. These combined financial statements are the responsibility of HANO's management. Our responsibility is to express an opinion on these combined financial statements based on our audit. We conducted our audit in accordance with generally accepted auditing standards and Government Auditing Standards, issued by the Comptroller General of the United Slates. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. Our audit was made for the purpose of forming an opinion on the combined financial statements of HANO, taken as a whole. The accompanying Schedule of Federal Financial Assistance is presented for purposes of additional analysis and is not a required pal1 of the combined financial statements. The information in that schedule has been subjected to the auditing procedures applied in the audit of the combined financial statements and, in our opinion, is fairly presented in all material respects in relation to the combined financial statements taken as a whole. 
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The Management of the Housing Authority of New Orleans and the Regional Inspector General for Audit, U.S. Department of Housing and Urban Development Page 2 
This report is intended for the information and use of the management of the Housing Authority of New Orleans, Louisiana and the Regional Inspector General for Audit, U.S. Department of Housing and Urban Development. However, this report is a matter of public record and its distribution is not limited. 

March 10, 1997 
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HOUSING AUTHORITY OF NEW ORLEANS 

17 U.S. Department of Housing and Urban Development Direct Programs 
Operating Subsidy Section 8 

Federal CFDA Number Contract Number Expenditures 
14.850" FW-1190 $ 31,405,898 
14.156" FW-2201/2053/2217 18,200,312 ClAP Grant (Modernization) 14.850' LA 48P001701 7,885,328 COMP Grant (Modernization) 14.852' LA 48P001702/03 3,957,150 CODEP PHAD 

LEIP Total Federal Assistance Expended 
* Major program as defined by OMB Circular A-128 

14.157 
14.177 14.157 

-91 - 

LA48DEP0010191 
LA 48DEP0010192 339 556,210 

1,187,106 $ 63.195L343 



REPORT ON THE 1NTERNAL CONTROL STRUCTURE USED IN 
The Management of the Housing Authority of New Orleans and Regional Inspector General fi)r Audit, U.S. Department of Housing and Urban Development 
We have audited the combined financial statements of the Housing Authority of New Orleans, Louisiana (HANO) as of and for the year ended September 30, 1995, and have issued our report thereon dated March ] 0, 1997. We have also audited the compliance of HANO with requirements applicable to major federal financial assistance programs and have issued our report thereon dated March 10, 1997. We conducted our audits in accordance with generally accepted auditing 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-128 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 HANO complied with laws and regulations, noncompliance with which would be material to a major federal financial assistance program. In planning and performing our audits for the year ended September 30, 1995, we considered the internal control structure of HANO in order to determine our auditing procedures for the purpose of expressing our opinions on the combined financial statements of HANO and on the compliance of HANO with requirements applicable to major programs, and to report on the internal control structure in accordance with OMB Circular A-128. This report addresses our consideration of internal control structure policies and procedures relevant to compliance with requirements applicable to federal financial assistance programs. We have addressed internal control structure policies and procedures relevant to our audit of the combined financial statements in a separate report dated March 10, 1997. 
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The Management of the Housing Authority of New Orleans and the Regional Inspector General tbr Audit, U.S. Department of Housing and Urban Development Page 2 
The management of llANO is responsible for establishing and maintaining an internal control structure. In fulfilling this responsibility, estimates and judgements 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, thai transactions are executed in accordance with management's authorization and recorded properly to permit the preparation of the combined 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 of this report, we have structure policies and procedures used in programs in the following categories: 
Accounting Controls 

classified the significant internal control administering federal financial assistance 
~ Legal compliance ~ Asset management ~ Debt restrictions ~ Grant revenues and cash receipts ~ Purchases and cash disbursements ~ General ledger and financial reporting ~ Grant accounting ~ Compliance with regulations of the U.S. Department of ttousing and Urban Development 
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The Management of the Housing Authority of New Orleans and the Regional Inspector General for Audit, U.S. Department of Housing and Urban Development Page 3 
General Requirements _Sl~ecific Requirements ~ Political activity ~ Civil fights act ~ Cash management ~ Federal financial reports ~ Allowable costs/cost principles ~ Drug-flee workplace act ~ Administrative requirements ~ Davis-Bacon act ~ Relocation assistance and real property acquisition. 

Types of services Eligibility Advances and reimbursements Amounts claimed or used for matching as determined by the OMB Circulars A-g7 and other applicable cost principles or regulations that are applicable to each of its major programs. ~ Reporting 
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 September 30, 1995, HANO expended 97% percent of its total federal financial assistance under major federal financial assistance programs. We 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 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 each of HANO's major federal financial assistance programs, which are identified in the accompanying Schedule of Federal Financial Assistance. Our procedures were less in scope than would be necessary to render an opinion on these internal control structure policies and procedures. Accordingly, we do not express such an opinion. 
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The Management of the Housing Authority of New Orleans and the Regional Inspector General tbr Audit, U.S. Department of Housing and Urban Development Page 4 
We noted certain matters involving the internal control structure and its operation that we consider to be reportable conditions under standards established by the American Institute of Certified Public Accountants. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the internal control structure that, in our judgment, could adversely affect HANO's ability to administer federal financial assistance programs in accordance with applicable laws and regulations. We believe the following are reportable conditions as described above (a) HANO did not provide sufficient documentation of (1) compliance with contract provisions and competitive bidding requirements for six out of sixty disbursements selected for testing related to the Modernization Program and (2) eligibility for reimbursement of costs for four out of sixty participants selected for testing in the Section 8 Program. (b) Documentation of the contract administration process was inconsistent and incomplete in certain instances. 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. 
Our 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, we consider item (a) noted above to be a material weakness as defined above. This condition was considered in determining the nature, timing, and extent of the procedures to be performed in our audit of the compliance of H~NO with requirements applicable to its major federal financial assistance programs for the year ended September 30, 1995, and this report does not affect our report thereon dated March 10, 1997. 
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The Management of the Housing Authority of New Orleans and the Regional Inspector General for Audit, U.S. Department of Housing and Urban Development Page 5 
This report is intended for the information of the management of the Housing Authority of New Orieans, Louisiana, and the Regional Inspector General for Audit, U.S. Department of Housing and Urban Development. However, this report is a matter of public record, and its distribution is not limited. 

March 10, 1997 
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REPORT ON COMPLIANCE WITH THE GENERAL REQUIREMENTS IJCABLE TO FEDEP.AL F]/NANCIAL ASSIST 
The Management of the Housing Authority of New Orleans and Regional Inspector General for Audit, U.S. Departmem of Housing and Urban Development We have audited the combined financial statements of the Housing Authority of New Orleans, Louisiana (HANO) as of and for the year ended September 30, 1995, and have issued our report thereon dated March 10, 1997. We have applied procedures to test HANO's compliance with the following requirements applicable to its federal financial assistance programs, which are identified in the Schedule of Federal Financial Assistance, for the year ended September 30, 1995: 
Political activity Davis - Bacon Act Civil Rights Act Cash Management Relocation assistance and real property acquisition Federal financial reports Allowable costs/cost principles Drug-Free Workplace Act Administrative requirements Our procedures were limited "to the applicable proce6ures described in the Office of Management and Budget's Compliance Supplement for Single Audits of State an_d Local Govern_ment_s. Our procedures were substantially less in scope than an audit, the objective of which is the expression of an opinion On HANO's compliance with the requirements listed in the preceding paragraph. Accordingly, we do not express such an opinion. 
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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 of this report. With respect to items not tested, nothing came to our attention that caused us to believe that HANO had not complied, in all material respects, with those 
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REPORT ON COMPLIANCE WITH SPECIFIC REQUIREMENTS 
The Managemenl of the Housing Authority of New Orleans and Regional Inspector General for Audit, U.S. Department of Housing and Urban Development 
We have audited the combined financial statements of the Housing Authority of New Orleans, Louisiana (HANO) as of and for the year ended September 30, 1995, and have issued our report thereon dated March 10, 1997. We have also audited HANO's compliance with the requirements governing types of services allowed or unallowed; eligibility; reporting; and claims for advances and reimbursements; that are applicable to each of its major federal programs, which are identified in the accompanying Schedule of Federal Financial Assistance, for the year ended September 30, 1995. The management of HANO is responsible for HANO's compliance with those requirements. Our responsibility is to express an opinion on compliance with those requirements based on our audit. We conducted our audit of compliance with those requirements in accordance with generally accepted auditing standards; Government Auditing Standards, issued by the Comptroller General of the United States; and Office of Management and Budget (OMB) Circular A-128, Audits of State aT~ Local Governments. Those standards and OMB Circular A-128 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 HANO's compliance with those requirements. We believe that our audit provides a reasonable basis for our opinion. As further described in the accompanying Schedule of Findings and Questioned Costs, the results of our audit procedures for the Modernization Program disclosed that HANO did not comply with the requirement to maintain sufficient documentation for all construction contracts to test specific compliance with contractors provisions and competitive bidding requirements. Also, HANO was unable to locate supporting documentation as evidence of eligibility of reimbursement of costs for certain participants as required by the Section 8 Program. In our opinion, HANO's compliance with these requirements is necessary for HANO to comply with the requirements of the Modernization Program and Section 8 Program. - 99 - 



The Management of the Housing Authority of New Orleans and the Regional Inspector General for Audit, U.S. Department of Housing and Urban Development Page 2 
In addition, the results of our audit procedures disclosed immaterial instances of noncompliance with the requirements referred to in the second paragraph, which are described in the accompanying Schedule of Findings and Questioned Costs. We considered these instances of noncompliance in forming our opi1~ion on compliance, which is expressed in the following paragraph. 
In our opilfion, except for the instances of noncompliance with the requirements applicable to the Moden~ization Program and Section 8 Program referred to in paragraph four of this report, llANO complied, in all material respects, with the requirements governing types of services allowed or unallowed; eligibility; reporting; and claims for advances and reimbursements, that are applicable to each of its major federal programs for the year ended September 30, 1995. This report is intended for the information of the management of the Housing Authority of New Orleans and the Regional Inspector General for Audit, U.S. Department of Housing and Urban Development. However, this report is a matter of public record and its distribution is not limited. 
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HOUSING AUTHOKITY OF NEW ORLEANS 
SEPTEMBER 30 1995 

Finding 1 QUESTIONED COSTS: $1,740,802 CONDITION The Modernization Program costs are substantially comprised of construction, rehabilitation and associated expenditures. These costs are generally significant and are subject to HANO's contractual requirements including federal and state competitive bidding provisions. For six of the sixty contractual disbursements selected for testing, HANO was unable to locate sufficient documentation Io confirm compliance with contract terms and/or bidding requirements. Missing documentation in certain instances included bidding information, invoices, purchase orders, and receiving reports. 
F, FFECT HANO is unable to demonstrate by documentation their determination of compliance with specific contract provisions as well as competitive bidding requirements for certain contracts and to monitor the necessity and reasonableness of these costs in accordance with federal requirements. 
P,J~COMMENDAT1ON Maintain comprehensive contract files on all contracted services, including evidence of competitive bidding, invoices, purchase orders, receiving reports, etc. 
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ROORAM: MODERNIZATION PROGRAM Finding 2 QUESTIONED COST CONDITION: 0 
The documentation in certain of the construction contract files examined was inconsistent and incomplete. Exceptions noted included the following: 
~ Bid receipt forms evidencing the pick-up or delivery of a bid packet and the return of a bid response was not found in two of the files reviewed. ~ The bid form representing the successful bidders response was not located in two of the files reviewed. EFFECT 
As a result of the incomplete documentation, HANO is unable to adequately demonstrate compliance with all contract policies and procedures. 
RECOMMENDATION: Implement procedures to ensure that all contract administration processes are completely and uniformly performed and documented 
PROGRAM: SECTION 8 Finding 3 QUESTIONED COST CONDITION: $1,472 
Of the sixty disbursements selected for the Section 8 program, adequate documentation in support of four amounts could not be provided by HANO as follows: 
~ Participant files could not be located for two of the disbursements. ~ A canceled check could not be provided in support of one participant's cost. ~ Approved continued occupancy application and tenant income and utility calculation spreadsheets were unobtainable for one participant. 
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EFFECT HANO is unable to demonstrate by documentation their determination that certain participant costs charged to the program are proper. RECOMMENDATION: Ensure that all supporting documentation is maintained and organized and that all participant files are current and complete. 
STATUS OF PRIOR-YEAR FINDIrq~,R 

E 
HUD and the Office of Inspector General performed several mini-audits during fiscal 1995 and 1996. Significant weaknesses noted include: Differences between accounting records and physical appliance inventory at maintenance warehouses. Based on the insignificant dollar value of these items, there is no material effect to the financial statements. HANO issued a non-competitive contract for outsourcing the Resident Initiative Program valued at $2,700,000 to an organization affiliated with the Executive Monitor. HUD did not view this contract to be in the best interest of llANO or HUD because HUD believes that efforts should be directed to HANO's more urgent needs. 
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HOUSING AUTHORITY OF NEW ORLEANS 

Contract Program FW-1190 ClAP (87) 

FW-1190 CIAP (88) 
FW-1190 ClAP (89) 
FW- 1190 ClAP (90) 
FW-1190 ClAP (91) 
FW- 1190 CIAP (92) 

Total 

SEPTEMBER 30, 1995 (Unaudited) 
_Projects Budget 
La. 1-1 through 1-5 La. 1-7 through 1-16 La. 1-18 through 1-23 La 1-25, 1-26, 1-27 1-31, 1-32, 1-36, 1-39, 1-44, 1-49, 1-51, 1-52 14,647,329 La. 1-5, 1-8, 1-19, 1-25, 1-32 1-14, 1-15, 1-26, 1-27 
La. 1-1, 1-2, 1-3, 1-7 1-8, 1-9, 1-10, 1-13 

4,669,359 
5,788,265 La. 1-7, 1-12, 1-16, 1-18, 1-25, 1-30 15,000,000 La. 1-2, 1-4, 1-7,-10, 1-11, 1-12, 1-14, 1-19, 1-21, 1-22, 1-23, 1-29, 1-44, 1-20 29,597,840 La. 1-1, 1-2, 1-3, 1-4, 1-5, 1-7, 1-8, 1-9, 1-10, 1-11, 1-12, 1-13, 1-14, 1-15, 1-16, 1-18, 1-19, 1-20, 1-21, 1-22, 1-23, 1-25, 1-26, 1-27, 1-30, 1-31, 1-32, 1-36, 1-39, 1-44, 1-49, 1-51, 1-52 

- 104- 

245,025 ~_ 69,9~8~18 



HANO HUD PHA HAP ACC ClAP 

]lOUSING AUTHORITY OF NEW ORLEANS 
~ABBRE~ ATIONS SEPTE_. ~E.R.R_ 30, 1995 

Housing Authority of New Orleans Department of Housing and Urban Development Public Housing Authority Housing Assistance Payments--Section 8 Annual Contribution Contract Comprehensive Improvement Assistance Program 
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