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CERTIFIED PUBLIC ACCOUNTANT 4769 ST. ROCH AVE, NEW ORLEANS, LOUtSIANA 70122 TELEPHONE: 1504) 288-0050 
NDEPENDENT AUDITOR'S REPORT 

Board of Directors New Orleans Affordable ttomcownersbip, lnc 
1 have audited tile accompanying statement of financial position of New Orleans Affordable ]lonreownersbip, Inc. (a Non-profit corporation) as of December 31, 1997, and the related slatements of activities, and Gash flows for file year titan ended. These financial slatemeuts are the responsibility of New Orleans Affordable Horacownership, lnc?s management. My responsibility is to express an opinion on these financial statenrents based on lny audit. I conducted my audit in accordance with generally accepted audiling standards and Govcrnraent Anditing_Sl_andaLds, issued by lhe Comptroller General of the United Stales. Those slaudards require thai 1 plan and perform tile audit lo obtain reasonable assurance about whether lbe financial slalelnenls are free of raalcrial misslatelnenl. An audit includes examining, on a test basis, evidence supporting file amounls and disclosures in lhe financial statements. An audit also includes assessing tile accounting principles used and signifieanl estinmtes made by management, as well as evalualing file overall financial slatelRelll presentation. l believe that ray audit provides a reasonable basis for my opinion. In my opinion, tile financial statements referred to above present fairly, ill all material respects, tim financial position of New Orleeals Affordable tlomeownership, Inc. as of Deceraber 31, 1997, and the changes in its net assets and its cash flows for the year lhen ended in colffonnity wilh generally accepted accounting principles. As discalssed in Note F to tile financial statements, fl~e Corporation has expended certain gram funds in a manner thai may have violated certain of the restrictive provisioRs of the related grants. The possible outcome of these matters, whicll have been reported to appropriate grant officials, is uncertain at Ibis lime. Accordingly, no provision for any liability has been made in these financial slalemenls for possible grantor elailns for refands of those grant monies. My audit was made for file purpose of fomring an opiltion on the basic financial statements of New Orleans Affordable ttomcownerslrip, Inc. taken as a wllolc. The accompanying supplemental information lislcd in tile table of contents is presented for lhe purpose of additional analysis and is not a required part of the basic financial statements of New OrleaRs Affoi~'lble Horacownership, Inc. The Schedule of Expenditures of Federal Av,'ards is reqlfired by the U. S. Office of Management and Budget Circular A-133, "Audits of States, Local Govcmmcnls, and Non-Profit Organizations." Sucb information has been subjected to the auditing procedmes applied m lhe audit of file basic financial slateraenls and, in my opinion, is fairly stated in all material respects in relation to file basic financial statements taken as a whole. 

MEMBER American Institute of Certified Public Accountants ~ Society of Louisiana Certified Public Accountants 



 

In accordance with Govcnuncnt Auditing Slandards, 1 lmvc also issued a reporl dated Novcmbcr 11, 1998, on my considcvation of New Orleans Affordable Holncownership, lnc.'s intenml control structure over financial reporting and lny lcsls of its compliance with certain provisions of laws, regulations, conlfacls and gr?luls. 

New Orleans, Louisiana November 11. 1998 
Of,,~ 



Cash Receivables 

NEW ORLEANS AFFORDABlrE tlOMEOWNERStlIP, INC. STATEMENT OF FINANCIAL POSITION 

Grants (Notes A4 and B) Interest and fees 
Loans (Note A5) Less reserve for possible loan losses (Notes A6 and C) Real estate held for resale (Note A8) Land and building - at cost (Notes A7 and D) Total assets 

December 31, 1997 
ASSETS 

$ 317,422 4,053 __4,800 
$ 1,882,628 

LIABILITIES AND NET ASSETS Accounls payable and accrued liabilities Due to City of New Orleans (Note E) Contingencies (Note F) Total liabilities Net assets Unrestricted Teml)orarily restricted Total net assels Total liabililies mid net assets 
The accompanying notes are an integral pall of this financial statement 

$ 153,520 
326.275 
571.862 77.728 
981.510 3.110,895 
$ 329,787 1,543,500 
1,873,287 
< 136,659> __ 1,374,267 1,237,608 LliO,895 



NEW ORLEANS AFFORDABLE HOMEOWNERSilIP, INC. STATEMENT OF ACTIVITIES For the year ended December 31, 1997 
UNRESTRICTED 

REVENUES Granl appropriations $ Olher Net assets lelcased f/Olll restrictions 1,3359~9797 TOTAL REVJENUES 1.335,997 EXPENSES Professional services Paml supplies Properly acquisilion and demoJJlioJ) lnstlrance Depreciation Utililics Security services Olher cosls TOTAL EXPENSES 
Increase in ncI flssels 

955,831 139,734 99,509 14,961 68,000 8,948 20,891 28.123 1.335.997 
Nct assets, beginning of ycar __<136,659> Nc! asscls, clld of year 

TEMPORARILY RESTRI(YI'EI) 
$ 1,347,472 23,775 < 1,33~997> 35.250 

35,250 
$<J=36,659~ ~ 1~374~267 

The accompanying notes are all integral parl of this financial stalement 6 

TOTAl, MEMORANI)UM ON} ,Y 
$ 1,347,472 23.775 1.371.247 
955,831 139,734 99,509 14,961 68,000 8,948 2(I,891 28,123 1~35~997 
35,250 _ 1,202,358 $ 1,237,608 



NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC. STATEMENT OF CASH FLOWS For the year ended December 31, 1997 
Increase <decrease> ill cash and cash equivalents Cash flows from operating activities Increase in net assels Adjtlslnlenls lo ~neile increase ill net assets to net cash provided by operating activities: Depreciation Gain on sale of real estate Changes in assets and liabilities: Decrease in grant reccivables Decrease in interest and fees receivable ]ncrcase ill olher receivable lncrcase ill acconnls payable and acelTaed liabilities Decrcase ill Dtle lo CiIv of New Orleans Net cash provided by operating activities Cash flows from investing activities: Acquisition of real estate Proceeds from sale of real estate Net cash used in ilwcsting activities Net increase in cash and cash equivalents Cash and cash equivalents, begirming of year Cash and cash equivalents, end of year 

$ 68,000 < 1.606> 
23,214 678 < 75> 81,964 < 122,421> 

The accompanying notes are an integral part of lhis financial stalement. 

$ 35,250 

__ 49,7754 __ ~5~o04 
< 91,802> 69,110_6 < 22.696> 62.308 91,21_2 $ 153~520 



NF, W ORLEANS AFFORDABLE HOMEOWNERSItiP, 1NC NOTES TO FINANCIAL STATEMENTS December 31, 1997 

NOTE A - SUMMARY OF SIGNI FICANT ACCOUNTING POLICIES A sununaD' of the significant accounting policies consistently applied in tile preparation of tile accompanying fin.'mcial statements follows: Nature of Activities New Orleans Affordable Homeownership, Inc. is a nonprofit corporation organized under tile laws of tile State of Louisimla. Tile corporation is organized to provide holnc owalership opportunities It low and moderate persons who otherwise could not afford to buy a home; increase tile number of safe, decent and sanitary housing units in tim City of New Odcans; create meaningful activities for youths at risk; and in general, improve the quality of life. housing conditions and work opportnnities for residents of tile City of New Orleans. The corporation is supported primarily lhrough government grants. Accordingly, 98% of thc corporation's support for tile ),ear ended December 31, 1997 camc from government grants. 2. Financial Statement Pre~ntation The corporation's lhlancial stalements arc presented in accordance with rcxlnircmenls established by Ihe Financial Accounting Standards Board (FASB) as set forth m the Statement of Financial Accounting Standards No. 117, " Financial Statements of Not-For-Profit Orgalfizalion," dated June 1993. Accordingly, the net assets oflhe corporation arc reclassified Io present the following classes: (a) unrestricted net assets, (b) lemporarily restricted net assets, and (c) permanently restricted net assets, There are no permanenlly restricted net assets. 3. Revenue Recognition Contributed support is reported as Ilnrestricled or rcstficted depending on thc existence of donor stipulations that limit tile use oflhe suppoll. Vc~hen a donor restriction expires, Ihal is, when a stipulated time restriction ends or purpose restriction is accomplished, temporarily restricted net assets are classified 10 unrestricted net assets and reported ill tile statement Of activity as "net assets rcleased from restrictions". 



NEW ORLEANS AFFORDABLE HOM EOWNERSHIP, INC. NOTES TO FINANCIAL STATEMENTS - CONTINUED December 31, 1997 
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED 
4. Receivables - grants The corporation considers grants receivable to be fidly collectible since tile balance consisls princil~dly of payraents due under governmenlal contracts. If amounts due become collectible, they will be charged lo operations when lhat determination is made. Loans Loans arc stated al tile amount of unpaid principal, reduced by an allowance for loan losses. Interest on loans is calculated by using the simple interest method on daily balances of the principal anraunt oulstanding. Managcraent rcvie;vs the Corporation's loan portfolio to delcrmine lhe exislence of and cxlcul of which notes are sub ieet to special consideration as to any doubt l~egarding lheir collectibilily. All noluaccrual loans are considered to be impaired in accordance with SFAS No. 114, "Accounting by Creditors for hnpainnent of a Loan." When, in raanagenlenl's judgment, a loan is detenuined lo be of doublfid colleclibility, the loau is charged 1o the RcseJwe for Loan Losscs, sabjcet to approval from tile funding source, if applicable. Accrual of inlercal is discontinued on a loan when management believes, after considering econoulic and busiuess condilions and collection effOllS, lhat the borrowers" financial condition is such that collection of interest is doobtfld. 6. Provision and Reset're for Loaa Losses The raseJwe for possible loan losses is nlaintained to plvvide for possible losses inherent in the loan portfolio. On Januac,' 1, 1995, the corporatiou adopted SFAS No. 114, as amended by SFAS No. 118 "Accounting by Creditors for lrapainnent of a Loan - Income Rccognilioa and Disclosures." In accordance with SFAS No. 114, lhc 1995 reserve for possible loan losscs related to loans that arc identified as impaired is based upon discounted cash flows using tile ]oau's initial effective iolercst rate or the fair value of the collateral. Management dctenninca the appropriate level of reserve to be maintained based oil all analysis of thc portfolio and cvaloalion of economic factors. Provision for loan losses is receguized by a charge to expense or a reduction of monies due 1o the fnnding sourcc depending on the source of the loan proceeds. Itowever, because such factors as loan growth, lhc flllure collectibility of loans and the amounts alld linring of future cash flows expected lo be received on finpaired loans arc uocerlain, the level of filturc provisions generally canuol be prcdicled. 



NEYV ORLEANS AFFORDABLE HOMEOWNERSHIP, INC. NOTES TO FINANCIAL STATEMENTS - CONTINUED December 31,1997 
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED 
Buildine and lmorovements New Orleans Affordable Homcowocrship, Inc. records property acquisitions at cost. Donated assets ale recorded at estimated value at dale of donalion. Deprccialion is computed oil a straight-line basis over lhe estimated usefol lives of the assets. Deprecialion expense for lhe 3'car ended December 31, 1997 totaled $68,000. Maintenzalce and repairs are charged to expense as incurred; major rolewals and beltennerJls are capilalized when lhe acquisition cost exceeds $5,000. Whcu items of property arc sold or retired, Ihc related cost mid accumulated depreciation arc removed from tile accounts and gain or loss is included in the cbangcs in net assets. 8. Real Estate Inventories Real cslale invcnlories are carried at cost 1/oi lo cxceed eslinlalcs of uel rcali:,'~qble valuc dclcnniued on an individual project basis. Tile real cstate has been acquired to be rehabilitated ill accordance with govcnllneal contracls. 9. Cash equivalents The Corpor-aliou considers demand deposits and sbort-lenu investments with an origina maturity of three lnouths or less to be cash equivalents. ! 0. Use of Estimates The preparation of financial statements in confonuity wifll generally accepted accounting principles rcQoires management to make estiluatcs and assumptions lbat affect the c'Hnouuls reported in tile financial statemeuls and accompanyiug notes. Actual results could differ from those eslimates. 11. Fair Values of Financial Instruments Generally accepted accounting principles require disclosure of fair value infonnation about financial inslnuuents for which it is practicable 1o estimate fair value, whether or not recognized in lhc statement of financial posilion. Cash and cash equivalents carrying amounts reported in tile statement of financial position approximate Pair values because of file short nlaturities of those instrUll)eUtS, 



NEW ORLEANS AFFORDABLE HOMEOWNERSIIIP, INC. NOTES TO FINANCIAL STATEMENTS - CONTINUED December 31, 1997 
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED 12. Total Columns of Combined Statemenls - Over~e~ Total coluums are captioned "Memorandum Only" to indicate d~at they are presented only to assist with financial mlalysis. Data in fllese columns do not present financial position, resulls of operations or clmngcs in net assets in conformily wifll generally accepted accounting prineiplcs. Neither is such data comparable |o a consolida{ion. 
NOTE B - GRANT RECEIVABLE Grant receivable at December 31, 1997 consisls of the following: City of New Orleans - Division of Housing and Neighborhood Developmcnl ];317,42_2 
NOTE C - RESERVE FOR LOAN LOSSES A Slllnulary of file aclivily in the Reserve for Loan I.osses for the year ended Decelnber 31, 1997 follows: 

tlalancc at begimfing of year Increase of reserve as a charge to due to funding source Balance al end of year 
NOTE D - LAND AND BUILDING Land and building at December 31, 1997 consists of lhe following: Building lulprovenlents 

less accumulated depreciation 

$ 282.465 
283~m 3J0,766 

$ 101,115 969.439 1,070,554 < 104.{~4_4~ 966.510 ..___L~_,O00 ]; 98L510 



NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC. NOTES TO FINANCIAL STATEMENTS - CONTINUED iIccember 31,1997 
NOTE E - DUE TO CITY OF NEW ORLEANS The amount due lo lhe City of New Orleans as of December 31, 1997, consists of loalts, net of Ihc reserve for possible loan losses, and accrued interest and fees. 
NOTE F - CONTINGENCIES The Coipomtion is engaged in a lawsuit involving lhe lennioation of a constnlction managcmenl conlrac{. In tile opinion of nlanagelnenl, the/fllimate Ollteonlc of lhis lawsuit is not determinable al this lime. Tile Corporation expended certain gr,'ml funds in a manner lhat may have violated cerlain of the rcstriclivc provisions of the related grants. The possible outcome of these mailers, which have been reporled to appropriate grantor officials, is uncertain at lhis time. Accordingly, no provision for any liability has been made in these financial statements for possible grantor claims for reftmds of those granl monies. 
NOTE G - INCOME TAXES The Corpomlion is exempt from colpomte income taxes under Section 501(c)(3) of tile Internal Revenue Code. 
NOTE 1t - A1}MINISTRATIVE SUPPORT 3 ]~e Corpomlion received administrative supporl for the year er, ded December 31, 1997 from the City of New Orleans. The support is not reflected in file financial statements. 
NOTE 1 - CONCENTRATION OF CREDIT RISK The c~lsh balances exceeded Ihe FDIC insurance limit as of Dccember 31, 1997. The unsecured balance consists of the following: Cash balances pcr financial instilulion FDIC insurance $ 153.543 

Unsecured cash balances 5; 53,5543 
NOTE J - BOARD OF DIRECTORS COMPENSATION The board of directors is a voluntary boald; therefore, no compensation was paid 1o ally board member during the year ended December 31, 1997. 



NEW ORLEANS AFFORDABLE HOMEOWNERSIIIP, INC. NOTES TO FINANCIAL STATEMENTS - CONTINUED 

NOTEK-ECONOMIC DEPENDENCY 
December 31, 1997 

The Corporation receives a majorily of its revenue from funds provided through grants adminislercd by lbe City of New Orleans. Tbe granl mnounts are appropriated each year by tbc federal and local goverumenls. If significanl budget cuts are made at fire federal and/or local level, the amount of the fimds the Coq~oralion receives could be reduced significantly and bave an adverse impact on its opemtious. Managemcul is not av,'are of any aelions that will adversely affecl the mnoun! of fimds the Corpomlion ",,,'ill receive in file next fiscal 3'ear. 
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NEW ORLEANS AFFORDABLE IIOMEOWNERSHIP, INC SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

PROGRAM TITLE 
For the year ended December 31, 1997 

U. S. DEPAR'I MENT OF' 1 lOUSING AND URBAN 1 )FVI';I X)PMENT Fas~d flltough fl~c City of New Orleans CoJilnnmJty l)cvcJopmcnl ]3lock Granl l'rogranl l'~ntillemcnt Cnanls ROOR Amoilized l.oan Projccl Nu-Coat I ISNG, Youl.hbuild SP-NOAI I, SPG- 13E "I'OTAI~ U. S. I)F.PARTMI{NT OF I lOUSING AND UI),BAN l )I".VI CLOPMI !N'I' TOTAl, FEDI~]L,M, AWARDS 

FEDERAL CFDA NUMBER EXPENDITURES 

4,2 4.2 4.2 4,2 

NOTES TO SCI It~I)ULI'. OF I~XPENI)rfuI(t,;S OF FEDI'.'RAL AWARDS 
2 

$ 260,557 805,803 70,494 __ 121950 
1,258,804 $ L255~804 

]'he Schedule of Expcnditmcs of Federal Awards was prepared on the accrual basis of accounting As of December 31, 1997, the Colmnunily Development Block Grant Program titled "ROOR Amortized I,oan" has loans oulstanding Iotaling $1,882,628. 
17 



qa~~tirt 9- ~~ardart, CERTIFIED PUBLIC ACCOUNTANT 4769 ST. ROCH AVE. NEW ORLEANS, LOUISIANA 70122 TELEPHONE: (504) 288-0050 
REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAl STATEMENTS PERFORMED IN ACCORDANCE WITtl GOVERNMENT AUDITING STANDARDS 

Board of Directors New Orleans Affordable t]omeowncrship, lnc 
] have audited Ihc financial slalcmcnls of New Orleans Affordable Homcowncrship, ]nc (a non- profit corporation) as of and for the year ended December 31, 1997, and have issued my report llrercou dated Novcmbcr 11, 1998. l conduclcd nay audit ill accordance with generally accepted auditing standards and the standards applicable to financial audits contained in Go',,enmlent Auditing Standards. issued by the Comptrollcr General of the Ulfitcd States. Compliance As part of oblaining rcasonablc assurance above whether New Orleans Affordable l]olueownership, lne.'s financial stalelllents are free of lnaterial nlisstatell/ent, 1 performed tests of its compliancc with eerlain pro;'isiolls of laws, regulatiolls, contracts, and grants, noncompli,~lUCC willl whicll could have a direct aRd material effect oil lhe dclernlinalion of financial Slatelnenl anlollnts. ]]owevcr, ploviding an opinion oil compliance with those provisions was not an objective of my audit, and accordingly, ] do not express such an opinion. The results of my tests disclosed instances of noncompliance lhal arc required to be reported under Government Auditing Standards and which arc described in tile accompanying Schedule of Findings and Questioned Costs as items 97-7 and97-8. Internal Control Over Financial Reoortine Ill planuing and performing my audit, 1 considered New Orleans Affordable Homeownerslfip, Inc.'s internal control over financial reporting in order 1o deterndne my auditing procedures for tile purpose of expressing my opiuion on lhc financial statements alld 11ol to provide assurance Oil tile iulernal control over financial] reporting, llowever, ] noted eertaill mailers involving tile inlerual control over financial rcpoding and ils operation thai l consider to be reportable eonditious. Reportable conditions invol;'e lnatlers colniug to nly altcntiou relating to significallI deficiencies ill tile design or opel'alton of tile inlerual control ovcr financial reporting that, in my judgment, could adversely affect New Orleans Affordable ] touleowncrship lnc.'s abilily to record, process, sumnlarize, and reporl finalleial data consistent wilh the assertions of mauagemenl ill the finaucial slatemenls. Reportable condilions arc described in the accompanying schedule of findings and questioned costs as items 97-2, 97-2, 97-3, 97-4, 97-5 and 97-6. A material weakness is a condition ili which tile design or opclation of one or lnore of tile internal conlrol slrtlclllre conlponenls does nol reduce to a relatively low level the risk lhat lnisslalelneliIs ill alnonnls thai would be material in relation to tile financial slatemcnts being audited may occur and not be detected within a timely period by employees in tile normal course of performing their assigned fimetions. My consideration of Ihe internal control over financial reporting would not necessarily disclose all matters ill tile internal control that might be reportable conditions and, accordingly, would not necessarily disclose all 

MEMBER American Institute of Certified Public Accountants ~ Society of Louisiana Cerlified Public Accountants 



reportable conditions thai are also considered to be material weaknesses. However, ] believe lhat none of the reporiablc eozlditions described above is a material weakness. This report is intended for the information of fl~e audit committee, management, and federal awarding agencies and pass-through enlities. However, lhis report is a mailer of public record and its dislribution is not limilcd 
New Orleans, Louisiana November 1 l. 1998 
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qJ- ~card~rt, CERTIFIED PU[3LtC ACCOUNTANT 4769 ST. ROCH AVE, NEW ORLEANS;, LOUISIANA 70122 TELEPHONE: (504) 2880050 
REPORT ON COMPL1AN CE WITtl REQU I REM ENTS APPLICABLE TO EACH MAJOR PROGRAM AND ON INTFRNAL CONTROL OVFR COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 

Board of Directors New Orlcans Affordable 1 lomeownership, hie 
1 have audited the compliance of New Orleans Affordable Homcownership, Inc. with the types of compliance requirements described in tile ~'U.S. Office of Management and Budget tOMB) Circular A-133 Compliauce Supplemcot" thai arc applicable lo each of its major federal progt,'eans for the year ended December 31, 1997. New Orleans Affordable Homeownership, Inc.'s major federal programs are identified in the sunnoary of auditor's results section of tile accompanying schedule of findings and questioned cosls. Compliance with tile requirements of laws, regulations, contracts, and gl~mls applicable to each of its major federal programs is tile responsibility of New Oflealts Afforduble ttomeownership's managcolenl. My responsibility is to expless an opinion on New Orleans Affordable Honleownership's compliance based on my audit. ] conducled my audit of compliance in accordance with generally accepted auditing standards; Ibo standards applicable to fioaucial audits contained in Government Auditing Standards. issued by tile Comptroller General of tile United States; and OMB Circular A-133, "Audits of States, Local Govenlmcots, and Non-Profit Organi:,alions." Those standards mid OMB Circular A-133 require timt 1 plan and perfonn the audit to oblain reasonable assurance about whctiler noN-compliance with tile types of eonlpliauee rcquircmeals referred to above lhat could have a direct and material effect on a major federal program occurred. An audit inclndes examining, on a test basis, evidence about New Orleans Affordable Honleownership's compliance with those requirements and perfomung such other procedures as I considered necessary in the circumstances. I believe that my audit provides a reasonable basis for my opinion. My audit does not provide ,~ legal detennioation of New Orleans Affordable Homeownership's compliance with those requirements. As described in item 97-7, 97-9, 97-10 and 97-11 in file accompanying schedule of findings and questioned costs, New Orleans Affordable Homeownership, h'tc. did not comply wilh rcquirolucots regalding Allowable Costs/Cost Principles, Specific Tests and Provisions and Program Income, that are applieablc to its major federal program titled "Project Nu Coat" and "HSNG Youthbuild'. Compliaoce with such requirements is necessary, in my opildon, for New Orlemls Affordable Honaeownership, hlc. to comply with requirements applicable to that program. In my opinion, except for the noncompliance described in tile preceding paragraph, New Orleans Affordable Homeownerslfip, ]no. complied, in all malerial respects, witil the requirements referred to above that are applicable to each of its major federal programs for tile year ended December 31, 1997. 

MEMBER American Institute of Certified Public Accountants ~ Society of Louisiana Certified Public Accountants 



Affordable Homcownei ship's internal control over compliance with rexluiremenls that could have a direct and material effect on a major federal program in order to detennirle my auditing procedures for the purpose of c~pressiug nly opinion oil ~oluplianee and to lest and report on internal coulrol over eonlplianee in accordance widi OMB Circular A-133. l noted coriani lnattei's invol',fag the internal control structure over courpliauce and its operation thai ] consider to be reportable conditions. Reportable conditions involve mailers coining to my attention relating 1o significant deficiencies in the design or operation of file internal control over compliance dial, in my judgment, could adversely affect New Orleans Affordable Homeownership, lnc.'s ability lo adininisler a major federal program in accordance with file applicable requirements of laws regulations, contracts and grants. Reportable conditions are described in the accompanyiug schedule of findings and questioned costs as items 97-1, 97-2, 97-3, 97-4, 97-5 and 97-6. A malcrial weakness is a condition in which lhe design or operation of one or more of lhe internal control slraclure conrponenls does not reduce lo a relatively low level rite risk lhat noncompliance with applicable rcquircments of laws, rcgulations, conlracts, and grants dial would be material in relation to a major federal proglmn being audited may occur and not be detected within a limely period by employccs in tile normal course of pcrfomring their assigned fimctions. My consideration of the intcnlal control over courpliauec would not necessarily disclose all nmttcrs in lhe internal control that might be rcporiable conditions and, accordingly, would nol necessarily disclose all reporlablc conditions thai are also considered to be material weaknesses. However, I bclicve none oflhc reporlable condilions described above is a material weakness. This rcporl is intended for lhc infommfion of tile audit committee, managcmcnt, and federal awarding agcucics and pass-through enlilics. However, this repoll is a nmtter of public record and its distribution is not limited. 
New OriexqlIS, Louisiana November 11. 1998 
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NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC. SCHEDULE OF FINDINGS AND QUESTIONED COSTS For the )'ear ended December 31, 1997 
A. SUMMARY OF AUDIT RESULTS 1. All unqualified opinion was issued oll file filmncial statemems of tile auditee. 2. Reportable conditions in intenml control were disclosed by file audit of the financial statements and such conditions were not deemed material weaknesses. 3. Tile audit disclosed three instances of noncompliance that may be inatez~al to tile financial slatcmcnts of lhe audits. 4. Reportable conditions ill internal control over major progrmns were disclosed by the audit and such condilions were i/ol deemed lualerial weaknesses. 5. A qualified opinion was issued on compliance for lnajor prograln. 6. The audit findings required to be reported under Section 510(a) of Circular A-133 are reported of this schedule. 7. Tile lnajor programs for file year ended Decelnbcr 31, 1997 consists of the following: Project Nu-Coat ROOR Amortized Loan HSNG, Youthbuild SP - NOAH. SPG-13E 

CFDA No CFDA No CFDA No CDFA No 
4.2 4.2 4.2 4.2 8. q'he dollar fllreshold to distinguished between Type A and Type B progrmns was $300,000 9. The auditee did not qualify as a low-risk auditee. 



NEW ORLEANS AFFORDABLE HOMEOWNERSIIIP, INC. SCIIEDULE OF FINDINGS AND QUESTIONED COSTS For the year ended December 31,1997 
B. FINDI NGS - FINANCIAL STATEMENTS AUDIT Reportable Conditions 
97-1. Accounting System Stalement of Condition: Tile prior year audit adjustments were not recorded on the general ledger. Crilcria: Prior year audit adjushnents should bc recorded to assure tile accuracy and completeness of tile financial slalou~lcu|s. Effect of Condition: Failure to record prior year audit adjustments will result ill misleading financial statements. Questioned Cosls: None Cause of Condition: Prior year audit adjustments were rtot recorded Recommendatioll: Prior year audit adjustments should be recorded to assure Lhe accuracy and compleleness of lhe financial slat eulellls, Response: See con'ectivc aclion plan. 



NEW ORLEANS AFFORDABLE IIOMEOWNERSIIlP, INC. SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

97-2. Grant Receivable 
For the year ended December 31, 1997 

Statement of Condition: Allllough the grants receivable were listed ill tile general ledger, they are not reviewed montldy for accuracy and eollectibility. Criteria: Grauls receivable should reflect lbe monies due from its funding source. Effcct of Condition: Failure to assure tl'̀e accuracy of rite gl~rlts receivable ,,,,,ill result ill nlisle.adin@ financial slalenlun|s. Questioned Costs Nolle Cause of Condition: Grants receJvable are nol reviewed lnonlbly to assure accuracy and colleetibility. t~,cconlmendaliou: The grants receivable listing should be reviewed monthly for accuracy and collectibility. Response: See corrective plan action 



97-3. Loans 

NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC. SCIIEDULE OF FINDINGS AND QUESTIONED COSTS For the year ended December 31, 1997 

Statement of Condilion: Tile subsidiary loan ledger was not ill agreement with tile general ledger. Criteria: Subsidiary loa~ ledger should be agreed to thc genet,'al ledger conlrol accOunl. Effect of Condition: Failure to maintain accurate loan balances "~411 result in misleading financial statements. Questioned Costs None. Cause of Condition: Subsidiary loan ledger no! reconciled to gcncml ledger eoll/rol accoall[ 111Oll~hl),. Recolnnlelldation: 'l'o assure tile accuracy of lhe financial slatentenls, tile subsidialT loan ledger should be reconciled to the general ledger conlrol gccoml|. All reconciling items should be identified, and adjusted accordingly. ]2.espoll sc: Sec corrective action plan 



NEW ORLEANS AFFORDABLE HOMEOWNERSItlP, INC. SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED For the year ended December 31,1997 
97-4. Provision For Loan Losses Statement of Condiliou: Tbe adequacy of tile provision for possible loan losses is not reviewed and adjusted by file Board of Directors. "llm provision for loan losses is adjusted at year-end. Criteria: Loan Josses should be reviewed quarterty by tile Board of Directors and revised accordingly. Effect of Condition: The financial statements will be misleading Questioned Costs: None. Cause of Condilion: Provision for loan losses is not reviewed by tile Board of Directors for its adequacy. Reeomnleodaiion: To assul~ Ihc Corporation maintain an adequate provision for loan losses, lbc adequacy of lhe provision for loan losses should be reviewed quarterly by tile Board of Direc{ors and revised accordingly. By maintaining an adequate reserve, fire filmncial stalemen{s will be more meaningful. Response: See corrective action plan. 
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97-5. 

NEW ORLEANS AFFORDABLE HOMEOWNERSIIIP, INC. SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

d f~ 
For the year ended December 31,1997 

Statement of Condition: The acquisitions and sale of real eslatc were not properly reflected in 1997. Crilcfia: All acquisitions and salcs must be properly recorded on lhc general ledger. Effect of Condition: Failure 1o properly record real eslalc lransaclions wil rcsul! in nlisleadin,!, financial stalcmenls. Questioned Cosls: Nolle. Cause of Condilion: Real estale sales and acquisitions were nol properly recorded. Reconm'tcndation: All real cslale held for resale shonld be reviewed qaarlcrly Io assure lhcir existence and the accuracy of lbe financial statements. Response: See correc|ive action plan 
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NEW ORLEANS AFFORDABLE HOMEOVtZNERSHIP, INC. SCIIEDULE OF FINDINGS AND QUESTIONED COSTS 

97-6. Accounts payable 
For the year ended December 31,1997 

Slalclncnl of Condilion: The accounts payable consists of several old payables, Criteria: The accounls payable should reprcscnl only valid ctlrrelll payables. Effec! of Condilion: Tile financial statements would be misleading. Queslioned Costs Nolle. Cause of C~!~,.dilion: Accounls pa~'ablc listing is not being reviewed to assurc tha! ,oldy valid current accounts payable arc contained ill the accounl payable lisling. Rccolllmeodalion: Accounts payable should be reviewed montldy, and adjusted accordi~lgly. The financial slatements should reflect only items that reprcseo! valid payables, and ally old items should be reviewed Ihorongbly to assure lheJr accuracy. Rcspoosc: See correclivc action plan. 



NEW ORLEANS AFFORDAFtLE HOMEOWNERSHIP, INC. SCItEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED For the year ended December 31,1997 
C. FINDINGS AND OUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS AUDIT 
97-1. Accounting Svslem Statement of Condition: The prior year audit adjustments were not recorded on lhe general ledger. Crileria: Prior year audit adjustments should be recorded to assure the accuracy and compleleuess of file financial s[3tenlelltS. Effect of Condition: Failure to record prior year audit adjustments will result in misleading fiuaneial statements. Queslioued Costs None Cause of Condition: Prior year audit adjnslmenls were uol recorded. Recomnlendation: Prior year audit adjustlnents should be recorded to assure file aecurac3' and completeucss of lhe financial slatelnents. Respouse: Sec corrcclivc action plan 
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QUESTIONED COSTS 



NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC. SCtiEDULE OF FINDINGS AND QUESTIONED COSTS 

97-2. Grant Receivable 

For the year ended December 31, 1997 

Statemen~ of Condition: Although lhe grants receivable were listed in tile general ledger, they are not reviewed monthly for aceuraey and colleetibility. Cfileria: Grants receivable should reflce! file monies doe from ils fuading source. Effect of Condition: Failure Io assure lhe accuracy of lhe grants recei'rable will lesul| in misleading financial stateme~lls. Queslioned Costs: Nolle Cause of Condition: Grants receivable arc not reviewed monfldy to assure aceuracy and collcelibility. Recolnnlcndation; The grants receivable listing should be reviewed monthly for accuracy and collcetibilily. Response: See corrcclive plan action 

QUESTIONED COSTS 



97-3. l,oans 

NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC. SCHEDULE OF FINDINGS AND QUESTIONED COSTS For the year ended December 31,1997 

Stalemenl of Condition: "/'lie subsidiau' loau ledger was not in agreement with tile general ledger. 
Subsidiau, loan ledger sbotfld bc agreed 1o the general ledger control account on a monody basis. Effecl of Condition: Failure 1o nlaintain aecurate loan balances -~ill result ill misleading financial slatements. Questioned Cosls: Nolle. Cause of Condition: Subsidiary loan ledger not reconciled to general ledger conlro] aceoulal lnonlhly. Roeolunlendalion: To assure the accuracy of file financial statements, the subsidiary loan ledger should be reconciled to the general ledger control account monlldy. All reconciling items should be identified, and adjusted accordingly. Response: See corrective aclion plan, 

QUESTIONED COSTS 



NEW ORLEANS AFFORDABLE HOMEOWNERSItlP, INC. SCIlEDUI.]~'~ OF FINDINGS AND QUESTIONED COSTS - CONTINUED For the year ended December 31, 1997 
97-4. Provision For Loan Losses Slalement of Condilion: The adequacy of the provision for possible loan losses is not reviewed and adjusled by file Board of Directors. The provision for loan losses is adjusted at year-end. Crileria: Loan losses should be reviewed quarterly by tile Board of Directors and revised accordingly. Effccl of Condition: The financial slatemems will be misleading. Questioned Costs Nolle. Cause of Condition: Provision for loan losses is not reviewed by lhe Board of Directors for ils adequacy. Recomnrendali on: ']'o assure the Corpordlioa maintain an adCxlnale provision for loan losses, the adequacy of the provision for loan losses should be reviewed quaffed.',' by lhe Board of Directors and revised accordingly. By maintaining an adequate reserve, the financial slalenreuls will be more nlCaningful. Response: See correctivc action plan 

QUESTIONED costs 



NEW ORLEANS AFFORDABLE ItOMEOWNERSHIP, INC. SCIIEDULE OF FINDINGS AND QUESTIONED COSTS For the year ended December 31, 1997 

97-5. Real Estate lleld for Resale Slalelnenl of Condition: The aexluisitions and sale of real estate were nol properly reflected in 1997. Crilcria: All acquisitions and sales must be properly recorded on the general ledger. Effecl of Condition: Failure to properly record real estate transactions will result in misleading financial statements. Queslioned Cosls NOlle. Cause of Condilion: Real estate sales and acquisilions were nol properly recorded Recolnlllendaliorll All real estate held for resale should be re'dewed quartedy to assure their existence and the accuracy of the financial statelnelllS. Rcsponse: Sce correclivc aclion plan 

QUESTIONED COSTS 



NEW ORLEANS AFFORDABLE tlOMEOWNERSHIP, INC. SCtlEDULE OF FINDINGS AND QUESTIONED COSTS 

97-6. Accounts payable 
For the year ended December 31, 1997 

Statement of Condition: Tile accounts payable consists of several old payables. Criteria: Tile accounts payable should represent only valid cnrrent payables. Effect of Condition: The financial stalcmcnts would be misleading Questioned Costs: None. Cause of Condition: Accounts payable listing is not being reviewed lo assure lhat only valid current accounts payable at~ conlained in tile accounts payable listing. RecolnnlgndaJion7 Accounts payable should be reviewed monlhly, and adjusled accordingly. The financial statements should reflect only items thai leprcsent valid payables, and any old ilems should be reviewed tllorougbly to assure llleir accuracy. 

QUESTIONED COSTS 



NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC. SCllEDUI,E OF FINDINGS AND QUESTIONT~D COSTS - CONTINUED For the year ended December 31,1997 
ADM INISTRATIVE REOU1REMENTS 

97-7. Audit Requirements Slalcment of Condilion: Audil was not pcrfonned filncly Criteria: Slate of Louisiana requires Ihe audit 1o be COlnplelcd by June 30, 1998. Federal governmeut requires the audit to be completed by Septelnber 30, 1998. Effect of Condition: Orgaui~',ation not in compliance with audit rcquireumnts established by regulator), agencies. Qcestioued Cosls: Nolle Cause of Condition: Filmncial documeuts were not readily available for exanliualion. ]~,ceonllnendatiou: Andil of finaueial slalelnelltS should be performed in accerdance with rcgtdations established by regulatory. agcucies. Response: See corrective action plan. 

QUESTIONED COSTS 



97-8. Cash 

NEW ORLEANS AFFORDABLE tlOMEOWNERStlIP, INC. SCItEDULE OF FINDINGS AND QUESTIONED COSTS For the year ended December 31, 1997 

Statenlenl of Condition: At December 31, 1997, the cash balances exceeded the FDIC insurance limits. Crilcria: Excess casb balances should be adequalcly insured. Effect of Condilion: The excess cash balances are subject lo undue credit risk. Qucslioned Costs None Cansc of Condilion: Cash balances exceeded tile FDIC insurance limits a the financial institution. ](ecouuueudalion: Tile corporation monitor ils cash balances nlonlhly 10 assure tile), are adequately insured. If cash balances exceed the FDIC insurance limits, recommend the financial institution plcdgc securities with lhe Federal Resei'vc System 1o assure tile casb balances are adcqualcly insured. Response: Scc corrcelivc plan action 

QUESTIONED COSTS 



NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC. SCHEDULE OF FINDINGS AND QUESTIONED COSTS For the year ended December 31,1997 

ALLOWABLE COSTS/COST PRINCIPLES 97-9. AccountinR Costs Slatcment of Condition: Aeeounling costs exceeded contract amomlt. In addition, the costs appears cxeessivc. 
Tile COSTS lnllSt be llCCeSSal)r and reasonable for lhe pcrforlnance oftlle program. Tile accounting costs for thc year ended December 31, 1997 lolaled $33,450. Effccl of Condition: Unable Io determine the benefil lo tile program. Questioned Costs: Accounting costs charged to tile following programs Projeet Nu Coat Cause of Condition: Acconlltillg costs exceeded COlltrdct alld were excessive. Recoln ulendatioFl: Tile accotmtiug costs should be necessary and reasouablc. Response: See corrective action plan. 

QUESTIONED COSTS 

$ 14.850 



NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC. SCIIEDUI,E OF FINDINGS AND QUESTIONED COSTS - CONTINUED For the year ended l)ecember 31,1997 
97-10. lnadeauate Stml)ortiu2 documentation Statement of Condition: Payments 1o vendors were not properly documented Oveqxayments appear to exist. Criteria: Cosls charged 1o a program must be properly doculnented Effect of Condition: Improperly doculnented costs may be disallowed. Population and Salnple Size Population (Dollars) $ 1,427,798 Sample (40 items) 262,649 Not in compliance (2 items) 1,477 Questioned Costs: Project Nu Coat Cause of Condition: Corporation failed to properly math check invoice, vdfich resulted in 2 ovelpaymeots. RecolmlleudaliollZ All documents should be properly math checked prior I0 payluell[. Response: See corlcclive action p]au. 

QUESTI ONED COSTS 

$ 1,477 



NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC. SCIIEDULE OF FINDINGS AND QUESTIONED COSTS For the year ended lIecember 31, 1997 
97-11. Overstatement of Account s Payable Slatemoot of Conditiori: The accounts payable costs were overstated for P~jccl Nu-Coat. Cosls were billed twice. CJJ(eria: Accounls payable were overstated 3nd nol properly adjusted for payment of invoice. Effect of Condition: Costs for the program were overstated. Questioned Cos{s: Costs were charged lwice lo Project Nu Coat Cause of Condition: Accounts payables were not properly reviewed and adjusted. ReCOlllmel|dalion: Accounts payable should be reviewed monthly, and adjusted accordingly. Response: See corrective aefiOl'J plan. 

QUESTIONED COSTS 

$ 4,000 



NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC. SCItEDULE OF FINDINGS AND QUESTIONED COSTS For the year ended December 31, 1997 

Statenrcot of Condition: Program ineorac fronl tile sale of real estale was not properly reported to the funding source. The sale lotaled $69,106. Criteria: Program income must be properly accounted for and reporled Effect of Condition: Program income of Youthbuild program not properly reflected on financial reports 1o funding source. Queslioned Costs None. Cause of Condition: Program income not properly reported to flmding source. Recomnlendation: Program Income musl be properly reported 1o the funding source to assure accountability of all progmln fimds. Response: See corrective action plan. Total questioned costs 

QUESTIONED COSTS 

$ : 2~327 



~e,,.~o~ ~~. ~fl~~o~C~,~ 

~/X~.*, L~o.h,., 

2400 Canal Street, Suite 316 New Orleans, LA 70119 (504)826-1960 (504)826-1984 FAX 

CORRECTIVE ACTION PLAN 
97-1 Accountin~ System Accountant is near completion as it relates to recording prior year audit adjustments 97-~., Grant Receivable 
Accountant, along with various Board Members, will review the grants receivable listings monthly. 
Because the subsidiary loan ledger appeared not to be in agreement with the general ledger, to assure the accuracy of the financial statements, the subsidiary loan ledger will be reconciled to the general ledger eo~ .trol account. 
97-4 Provisions for Loan Losse 
The Board has set-up a loan committee. The loan committee will maintain an adequate provision for loan losses. Presently, we are in foreclosure proceeding for (1) property. 97-5 Real Estate for Resale Again, the Board will review all real estate held for resale, and accountant will adjust records accordingly. 
97-6 Accounts Payable The accounts payable listing will be reviewed monthly, and adjusted accordingly 97-7 Audit Reuuirements 
We are aware that the State of Louisiana requires the audit to be completed by June 30, 1998. However, before the present },oard took seat, the Corporation had not had an audit performed. Therefore, the first audit covered a period of approximately 5 years. Since, we have complied with all rules by having an audit performed yearly. Although 



we are not timely with the year end 1997 audit, we are finally on schedule. The audit for the year end 1998 will be able to begin in a timely fashion which will allow the Corporation to meet the State of Louisiana time line. 97-8 Cash 
The Treasurer has spoken with a representative from the banking institution in reference to FDIC insurance. The banking Institution has pledged securities with the Federal Reserve System to assure the cash balances are adequately insured 
97-9 Aceountin~ Costs 
The contract for Accounting Services was put out to bid. The accountant selected was the lowest qualified bidder. The costs paid to the accounting firm was not, and have never exceeded the contract amount. 
97-10 lnadeauate smmortin~ documentation An overpayment was accidentally made to two contractors totaling $1,477.00. Each contractor will receive a correspondence, with supporting documentation attached, requesting repayment of the funds. 97-11 Overstatement of Account Payable 
The Corporation will write check to the City of New Orleans in the amount of $4,000.00. The accountant will review the Accounts Payable on a monthly basis. 
97-12 l:'l'o~ranl ]tll~onle The program income received from the Youthbuild Program in the amount of $69,106.00 was indeed reported to the City. However, it was reported via correspmadence. We will transfer all information on a Cost Control Statement and submit to the Division ofll'ousing and Neighborhood Development as required. 



NEW ORLEANS AFFORDABLE IIOMEOWNERSHIP, INC. 

Reportable Conditions 

STATUS OF PR1OR YEAR AUDIT FINDINGS For the year ended December 31, 1997 

1,oan balances were not ill agreemenl with subsidia~3' records. Minutes prior to 1994 Acconnting system Grant receivable Provision for loan losses Real Estate ltcld for Resale Accounls payable Procurelnenl procedures 
Questioned Costs Financial reporting - $125,821 Allowable costs/Cos/.s Allocalion (1995) accounting fees $17,156. Allowable costs/Costs Allocation (1996) accounting fees $36,648. Inadequate supporting documentation (1996) - $8,790 

Resolved Unresoh'ed Finding 
97-3 
97-1 97-2 97-4 97-5 97-6 



 

CERTIFIED PUBLIC ACCOUNTANT 4769 ST. ROCH AVE. NEW ORLEANS, LOUISIANA 70122 TELEPHONE: (504) 288-0050 
INDEPENDENT AUI)ITOR'S REPORT 

Board of Directors Ncw Orleans Affordable 1 lomeowncrship, lnc 
1 have audited thc accomt~'mying staiemcnt of financial position of New Orleans Affordable llomeowneiship, lnc. (a non-profit corporation) as of December 31, 1997, and the ~elaled slatcmcnts of activitics, and cash flows for tile year then ended. These financial statements arc the rcspnasibility of New Orleans Affordable ]]omcownership, lnc.'s management. My responsibility is to express an opinion on these financial statements based on my audit. 1 conducted my audit in accordance with generally accepted auditing standards and Governq~ent _Auditiug Standards, issued by file Comptroller General ofthc United Stales. qhose s(andmds require that l plan and perform the mldit to obIain reasonable assm,nnce abmlt wbether tbe financial stateiuents am free of material misstatemcnL An audit includes examining, on a lest basis, evidence supporting the amounts and disclosnrcs in the financial statcments. An audit also includes assessing lbe accounting t)rinciples used and significant cstimales made by management, as well as evaluating tile overall financial slatcnlen( prcsculation. I believe thai ill)' audit provides a reasonable basis for my opinion. ]n my opinion, the financial statements referred to above prescnl fairly, in all material respects, file financial position of New Orleans Affordable Homcowncrship, Inc. as of December 3 l, 1997, and the changes in (IS net asscts and (Is cash flows for the year then ended in confornliiy with geneially accepted accounting principles. As discussed iu Note F to Ille financial sfatenlculs, file ColpolYafiOl111~ expended cerfain grant fluids in a manner thai may luave violated ccrlain of lbc restrictive provisions of the related grants. The possible oulcome of tbesc matters, wlfich bave been rcporlcd to appropriate grant officials, is uncerlain at this time. Accordingly, no provision for any liability bas been n~ado in these financial slalemenls for possible grantor claints for rcfouds of those grant inonies. My audit was made for (be purpose of forming an opiltion oil lbe basic financial statements of New Ollcans Affordable Ilomcownership, Inc. taken as a whole. The accompanying supplemental information listed in Ihe table of coiitcnts is presented for tile propose of additional analysis and is not a required pail of (hc basic filuancial stalements of New Orleans Affordable Homcownersbip, Inc. Thc Schedule of Expenditures of Federal Awards is rcquired by the U. S. Office of Management and Budget Circular A-133, "Audits of States, lx)cal Governments, and Non-Profit Olganizations." Such infonuatiorl has been snbjccied to the auditing procedures applied in lhe audit of the basic financial statements and, in nly opinion, is fairly sia(cd ill all material lespects ill relation to (he basic finaocial statements taken as a whole 
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