
OFFICIAl- 
FILE COPY 

DO NOT 5El~b OUT 

(Xerox necessary 
cop~e$ from (his 
Oopy and !'Lt,,(:E 
~A(~K in FILE) 

DESIRE COM MUN ITY H OUSIN G CORPORA TION  

Financial and Comp liance Audit 

Together W ith 

INDEPENDEN T AUD ITOR 'S REPORT 

Under provisions of state law, this 
report is a public: C{OCIJ!TiGI}t. A 
copy oi: the report h.:..:s been subm it. 
ted to lhe audited, or reviewed, 
entity and othe;" &ppropri~t,'.,. public 
officials. The repor~ is evaHsbie fo; 
public inspePtion at the Igatorl 
Rouge office of the Legislative Audi- 
tor and, where appropriate, at the 
office of the parish clerk of court. 

Release D a t e _ .lLLtG.2._.~_1999~ _ 

7 

tc) 

":7 

E 



TABLE O F CO N TEN TS 

IN D EPEN D EN T A U D ITO R 'S REPO RT 

STA TEM EN T O F FIN AN CIA L PO SITIO N  

STA TEM EN T O F A CTIVITIES 

STA TEM EN T O F CA SH FLO W S 

N O TES TO  TH E FIN AN CIA L STA TEM EN TS 

SU PI~LEM EN TA RY IN FO RM A TIO N  
SC ttED U LE O F EX PEN D ITU RES O F FED ERA L A W A RD S 
SC H ED U LES O F FU N CTIO N A L EX PEN SES 

IN D EPEN D EN T A U D ITO R 'S REPO RT O N  CO M PLIAN CE 
A N D O N  IN TERN A L CO N TRO L O VER FIN A N CIA L 
REPO RTIN G BA SED O N  AN  A U D IT O F FIN AN C IA L 
STA TEM EN TS PERFO RM ED IN  A C CO RD AN CE W ITH  
G O VERN M EN T A U D ITIN G STAN D ARD S 

IN D EPEN D EN T A U D ITO R 'S REPO RT O N  C O M PLIAN CE 

W ITH REQUIREM ENTS APPLICABLE TO EACH M AJOR 
PRO G RAM  AN D IN TERN AL CO N TRO L O VER CO M PLIAN CE 
IN  A C CO RD A N CE W ITH  O M B CIRC U LA R A -133 

PA G E 

1 

3 

4 

5 

6 

11 
12 

20 

SC1 tEDULE OF FINDIN GS AND QUESTIONED COSTS 
SCH ED U 1.E I - SU M M ARY O F TH E IN D EPEN D EN T A U D ITO R 'S 

RESU LTS 22 
SC H ED U LE 11- FIN AN C IA L STA TEM EN T FIN D IN G S FO R TH E 

YEA R EN D ED D ECEM BER 31, 1997 23 

SCHEDULE III- FEDERAL AW ARDS FINDINGS AND QUESTIONED 
C O STS FO R TH E YEA R EN D ED D ECEM BER 31, 1997 24 



G EO R G E RA B B , P.C . Certified Public Accountant 

Independent Auditor's Report 

To the Board O f D irectors 
D esire Com m unity H ousing Corporation 

I have audited the accom panying statem ent of finan cial position of the D esire Com munity 
H ousing Corporation as of D ecem ber 31, 1997 and the related statem ents of activities and 
cash flow s for the year then ended. These financial statem ents are the responsibility of 
D esire Com m unity H ousing Corporation's m anagem ent. M y responsibility is to express an  
opinion on these financial statem ents based on my audit. 

I conducted my audit in accordance with generally accepted auditing standards and the 
standards applicable to financial audits contained in "G overnm ent Auditing Standards", 
issued by the Com ptroller G eneral of the U nited States. Those standards require that I plan 
and perform  the audit to obtain reasonable assurance about w hether the financial 
statem ents are free of m aterial m isstatem ent. A n audit includes exam ining, on a test basis, 
evidence supporting the am ounts and disclosures in the financial statem ents. An audit also 
includes assessing the accounting principles used an d significan t estim ates m ade by 
m anagem ent, as w ell as evaluating the overall financial statem ent presentation. I believe 
that my audit provides a reasonable basis for m y opinion. 

In m v opinion, the financial statem ents referred to above present fairly, in all m aterial 
respects, the financial position of D esire Com m unity H ousing Corp oration as of D ecem ber 
31, 1997, an d the changes in its net assets and its cash flow s for the ?,ear then ended in 
conform ity w ith generally accepted accounting principles. 

In accordance w ith G overnm ent Auditing Standards, I have also issued m y report dated 
June 26. 1998 on my consideration of Desire Comm unity Housing Corporation's internal 
com rol over finacial reporting and m y tests of its com plan ce w ith certain provisions of 
law s. re~dations, contracts and grants. 

Nix- audit w as perlorm ed for the purpose of formi ng an opinion on the basic financial 
statem ents of D esire Com m unity H ousing Corporation taken as a whole. The 
accom panying schedule of expenditures of federal aw ards is presented for the purpose of 
additional analvsis as required by U .S. O ffice of M anagem ent an d Budget Circular A-133, 
Audits of States, Local Governm ents and N on Profit O rganizations, and is not a required 
part of the basic financial statem ents. A lso, the supplem entary schedules of funtional 
expenses are presented for the purp ose of additional analysis an d ar e not a required part of 

the basic financial statements. Such information has been subjected to the auditing 



expenses are presented for the purpose of additional analysis and are no~ a required part of 

the basic financial statements. Such information has been subjected to the auditing 
piocedures applied ill the audit of the basic financial statem ents and in m y opinion, is fairl) 
stated, in all m aterial respects in relation to the basic financial statem ents taken as a whole. 

G eorge Rabb 
Certified Public Accountant 

June 26, 1998 



Desire Com m unity Housing Corporation 
Statem ent of Financial Position 

Decem ber 31, 1997 

Assets 
Current Assets 
Cash and cash equivalents (note b) 
Accounts receivable (note c) 
Contracts receivable (note d) 
M ortgages receivable 
Other receivables 

"total Current Assets 

286,119 
12,885 
250,525 
114,918 

657 
665,104 

Property, plant and equipment 
Net of accumulated depreciation of $321,712( notes b and e ) 2,606,535 

Other Assets 

Total Assets 

Liabilities and Net Assets 
Current Liabilities 
Accounts payable 
Tenant security deposits 
Notes payable (note f) 
Mortgages payable (note g) 

Total Current Liabilities 

Long-term Debt 
Mortgages payable ( note g ) 
Total Long-term Debt 

Total Liabilities 

Contingencies (note k) 
Net Assets (note b) 
Net Assets- Unrestricted 
"total Net Assets 

Total Liabilities and Net Assets 

371 

3,272,010 

109,302 
4.504 

532,859 
11,184 

657.849 

70,560 
70.560 

728.409 

2,543,601 
2.543.601 

3,272,010 

The accom panying notes are an integral part of these financial statem ents 



Desire Com m unity Housing Corporation 
Statem ent of Activity 

For the Year Ended Decem ber 31. t997 

Revenues 

G rants 

Contracts 

Gain on Sale of Asset (note i) 
Rental Incom e 

Contributions and Donations (note h) 
Interest Incom e 

Other incom e 

Total Revenue 

Expenses 

Housing and Com m unity Developm ent 
Supporting Services 

Total Expenses 

Change in Net Assets 

Net Assets, Beginning of Year 

Net Assets. End of Year 

"l he accom panying notes are an integra 

$ 

Unrestricted 

305,618 

2,569,888 
48,225 

127,506 
17,324 

7,107 
14,617 

3,090,285 

1,376,101 
197,056 

1.573.157 

1,517.128 

1.026,473 

$ 2,543,601 

part of these financial statements 
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Desire Com m unity Housing Corporation 
Statem ent of Cash Flow s 

For the year Ended Decem ber 31, 1997 

CASH FLOW S FROM O PERATING ACTIVITIES 
Change in net assets 

Adjustments to reconcile change in net assets to 
net cash provided by operating activities 

Depreciation 
Increase in Accounts Receivable 

Decrease in Contracts Receivable 
Increase in M ortgages Receivable 
Decrease in Accounts Payable 
Increase in Tenant Security Deposits 

Total Adjustments 
NET CASH PROVIDED BY 

O PERATING ACTIVITIES 

CASH FLOW S FROM FINANCING ACTIVITIES 
Proceeds from Lines of Credit 

Payment on Lines of Credit 

Payment of M ortgage Debt 
NET CASH PROVIDED BY FINANCING 

ACTIVITIES 

CASH FLOW S FROM INVESTING ACTIVITIES 
Purchase of property, plant and equipm ent 

CASH FLOW S USED IN INVESTING ACTIVITIES 

NET INCREASE IN CASH AND CASH EQUIVALENTS 

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 
CASH AND CASH EQ UIVALENTS AT END O F YEAR 

55,126 

(164,704) 
11,291 

(52,152) 
(34,734) 

694 

1,198,845 

(659,129) 
(2,466) 

1,765,195) 

The accom panying notes are an integral part of these financial statements 
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1,517.128 

(184,479) 

1.332.649 

537.250 

(1,705,195) 

164.704 

121,415 

286.119 



D ESIRE C O M M U N ITY H O U SIN G CO RPO RA TIO N  
N O TES TO  TH E FIN A N C IA L STA TEM EN TS 
D ECEM BER 31, 1997 

N O TE A - O rganization 

Desire Community Housing Corporation (the Agency) was organized primarily to 
provide affordable housing to low and m oderately low incom e individuals through 
acquisition, construction, rehabililation and housing assistance program s. 

N O TE B - SU M M A RY O F SIGN IFICA N T A CC O U N TIN G PO LIC IES 

1. Principles of A ccounting 

The accom panying financial statem ents and the supplem ental inform ation have been 
prepared in accordance w ith generally accepted accounting principles. They are 
presented on the accru al basis of accounting. The preparation of financial statem ents 
m conform ity w ith generally accepted accounting principles requires m anagem ent to 
m ake estim ates and assum ptions that affect the reported am ount of assets and 
liabilities and disclosures of contingent assets and liabilities at the date of the 
financial statem ents and the reported am ount of revenues and expenses during a 
reported period. A ctual results could differ from  those estim ates. 

2. Basis of Reporting 

The Agency has adopted SFAS N o.l17 w hich establishes standards for external 
financial reporting by not-for-profit organizations and requires that resources be 

classified for accounting and reporting purposes into three net assets categories (i.e 
unrestricted net assets, temporarily restricted net assets and perm anently restricted 
net assets) accordingly to external donor imposed restrictions. 

A description oJ the three (3) net assets categories is as follows: 

Unrestricted N e~ A ssets include the following: 

Unrestricted Net assets include funds not subject to donor-imposed 
stipulations. The revenues received and expenses incurred 
in conductin g ~he m ission of the Agency are included in this 
category. The Agency has determ ined that any donor imposed 
restrictions for current or developing program s and activities 
are generally m et within the operating cycle of the Agency, and 
therefore, the Agency's policy is to record these assets as 
unrestricted. 



D ESIRE CO M M U N ITY M O U SIN G C O RPO RA TIO N  
N O TES TO  TH E FIN AN CIA L STA TEM EN TS 
D ECEM BER 31, 1997 

2. Basis o{ Reporting, Continued 

Tem porarily restricted net assets include realized gains and losses, investm enl 
incom e and gifts, appropriations and contributions for w hich donor im posed 

restrictions have not been m et. 

Perm anently restricted net assets are contributions which are required by' tile donor 
imposed restriction to be iilvested in perpetuity and only the incom e be m ade 
available for program operations in accordance w ith the donor restrictions. Such 
incom e is reflected in temporarily restricted assets until utilized for donor imposed 

restrictions. 

At D ecem ber 31, 1997, the Agency did not have any perm anently restricted or 

tem porarily restricted net assets. 

3. Cash and Cash Equivalents 

For purposes of tile statem ent of cash flows, the Agency considers all highly liquid 
investm ents purchased w ith a m aturity of three m onths or less to be cash 

equivalents. 

4. Property, Plant and Equipm ent 

Property, Plant and Equipm ent is stated at cost, if purchased, or at fair m arket value 

at the date of gift, if donated. 

D epreciation is provided for in am ounts sufficient to relate the cost of depreciable 
assets to operations over their estim ated service lives, principally on the straight-line- 
m ethod. D epreciation expense ~or the year ended D ecember 31,1997 totaled $55,126. 

5. R evenue Recognition 

For financial reporting purposes, the A gency recognize revenues as earned. 

6. Functional A llocation of Expenses 

The costs of providing for various program s and other activities have been 
sum m arized on a functional basis in the statem ent of activities. A ccordingly, certain 
costs have been allocated am ong the program s and supporting services benefited. 



D ESIRE C O M M U N ITY H O U SIN G C O RPO RA TIO N 
N O TES TO  TH E FIN A N CIA L STA TEM EN TS 
D ECEM BER 31, 1997 

N O TE C Accounts Receivable 

The Agency considers accounts receivable to be fully collectible. The balance 
consists principally of paym ents due under rental contracts. 

N ote D Contracts Receivable 

The Agency contracts w ith various funding sources. At D ecem ber 31, 1997, there 

were receivables from various reimbursable programs such as Project Independence, 
tleahh and H um an Services, O wner O ccupied Rehabilitation and the Child Care 
Food program . There also w ere receivables from renovation type program s such as 
the Bayou A partm ents. 

N O TE E Property, Plato  and Equipm ent 

Land Furn &  Fix 
12-31-9651,264,936 $13,533 
A ddit. 1,702,093 3,102 
D eletions 78,063 0 
12-31-9752.888,966 $16,635 

O ffice Equip 
$33,409 

0 
15,763 
$17.646 

A ccu. D epr 

$~69,968) 
(55,126) 
3,382 

$(321.712~ 

N et A m ount 
$1,046,910 
1,650,069 

97,208 
$2.606.535 

N O TE F N otes Payable consist of the following at 12-31-97 for the follow ing loans 
which are due on dem and: 

Linden and W ales (First Conmlerce) $21,103 
N otes payable at the C onm aunity D evelopm ent 
A gency for interim financing at a floating 

rate (a credit line) 

I,inden and W ales (Hibernia) 
A fixed rate of 8.750% , line of credit for 
$250,000 

1.ibeny Terrace (Hibernia) 
A tixed rate of 8.50% . line of credit 

Bayou Apartments (Bank One) 
A fixed rate of 9.75% line of credit for $200,000 

l'otal 

160,550 

151,255 

t99,951 
$532,859 



D ESIRE CO M M UN ITY H O U SIN G CO RPO RA TIO N S 
N O TES TO  TH E FIN A N CIA L STA TEM EN TS 
D ECEM BER 31, 1997 

N O TE G M ortgages Payable 

The A gency has tw o m ortgages totaling $81
,744 as of D ecem ber 31, 1997. Tile 

m ortgages have an annual percentage rate of 13
.5 w ith a balloon paym ent due 6-99 

N O TE H - Contributions and D onations 

D CH C receives funds from raffl es and other fund raisers for the annual 
Christm as party. Additional funds are used for insurance item s for tile Agency 
D uring 1997, D CH C received $17

,324. 

N O TE I - G ain on Sale of Asset 

N OTE J - Contract Services 

The Agency m aintains contracts w ith various building 
contractors to m aintain and renovate it's properties, 

N O TE K - CO N TIN G EN CIES 

N O TE I,- C O N CEN TRA TIO N  O F CRED IT RISKS 

D uring the year the bank balance of a single or aggregate accounts m ay exceed th
e FI)]C secured lim il of $100,000. A t 12-31.97, the Agency had credit risks as follow s: 

A ccount A ccount 
Cash Balance $164,383 $215

,851 
FD IC Securily .100,000 10~3

,000 

Credit Risks $64 383 $115 851 



D ESIRE C O M M U N ITY H O U SIN G CO RPO RA TIO N S 
N O TES TO  TH E FIN AN C IA L STA TEM EN TS 
D EC EM BER 31, 1997 

N O TE M  - EC O N O M IC D EPEN D EN CY 

The Agency received the majority of its revenues from funds provided through 
contracts adm inistered by the Federal Governm ent, the State of Louisiana 
and the City of N ew O rleans. The contract am ounts are appropriated each ),ear by 
the federal and state governm ents. If significant budget cuts are m ade at the federal 
and/or state level, the am ount of the funds the Agency receives could be reduced 
significantly and have an adverse impact on its operation. At the tim e of 
com pletion of the audit of the Agency's financial statem ents, m anagem ent was not 
aw are of any actions taken that w ould adversely affect the am ount of funds the 
Agency w ill receive in the next year. 

N O TE N  - RELA TED PA RTY TRAN SA CTIO N S 

D esire Com m unity H ousing Corporation leases facilities to program s adm inistered 
by the A gency. These leases total $8,170 for the year ended 12-31-96. M anagem ent is 
of the opinion that these leases are com parable to rental costs charged by other 
lessors. 

1 .essor Lessee 
Gordon Plaza Apartm ents Administration 

A nnual Rental 
$8,170 
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Federal G rantor/ 
Pass-Through Grantor/ 

Program Title 

DESIRE COM M UNITY HOUSING CORPORAT 
SCHEDULE OF EXPENDITURES OF FEDERA 
For The Year Ended Decem ber 31. 1997 

Federal 
CFDA or 

Other Num ber 

Pass-Through 
Entity's 
Num ber Activity 

U.S. Departm ent of Agriculture 
Passed Through the State of Louisiana's 
Departm ent of Education: 
Food DJstributJon 10.550 N/A $52,726 

U.S. Departm ent of Health & Hum an Services 
Direct Programs: 
Headstart - Demonstration Grant 

Passed Through the State of Louisiana's 
Departm ent of Social Services: 
Project Independence- Head Start 

Total Health & Hum an Services 
U.S. Departm ent of Housing and Urban 
Developm ent: 

Passed Through the City of New O rleans 
CDBG -Entitlem ent and Sm all Cities Cluster 
Com m unity Developm ent Block G rants 

Hom e Investm ent Partnerships Program 
Hope Hom eownership Program 

Total Departm ent of Housing and Urban 
Developm ent 

Total Expenditures of Federal Awards 

N/A- Pass-Thru num ber is not available 

93.600 

93.600 N/A 

14.218 
14,239 
14.247 

Ho6g94000 
94-007 

N/A 

82.736 

7,541 
90.277 

286,249 
2,086,808 

40,571 

2.413.628 

$2,556,631 

See the Independent Auditor's Report 
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G EO R G E RA B B , P.C . Certified Public Accountant 

IN D EPEN D EN T A U D ITO R 'S REPO RT O N  CO M PLIA N CE 
A N D O N  IN TERN A L CO N TRO L O VER FIN AN CIAL REPO RTIN G 

BA SED O N  A N  A UD IT O F FIN A N C IA L STA TEM EN TS PERFO RM ED IN  
A CCO RD AN CE W ITH G O VERN M EN T AU D ITIN G STAN D ARD S 

To the Board of D irectors 
D esire Com m unity H ousing Corporation 

l have audited the ~inancial statem ents of D esire Comm unity H ousing Corporation 
as of and for the year ended D ecem ber 31, 1997 , and have issued m v report 
thereon dated June 26, 1998. I conducted my. audit in accordaitce w ith generally 
accepted auditing standards and the standards applicable to financial audits 
contained in G overnm ent Auditing Standards, issued by the Com ptroller G eneral 
of the United States. 

C om pliance 

A s part ot obtaining reasonable assurance about whether the D esire Com m unity 
H ousing Corporation's financial statem ents are free of m aterial m isstatem ent, I 
perform ed tests of its com pliance w ith certain provisions of laws, regulations, 
contracts and grants, noncom pliance with which could have a direct and 
m aterial effect on the determination of financial statem ent amounts. H owever, 
providing an opinion on compliance with those provisions was not an objective 
of m y audit and accordingly, I do not express such an opinion. 
The results ot- m v tests disclosed ilo instances of noncom pliance that are required 
to be reported under G overnm ent Auditing Standards. 

In planning and performing my audit, I considered the D esire Comm unity 
H ousing Corporation's internal control over financial reporting in order to 
determ ine m y auditing procedures for the purp ose of expressing m y opinion on 
the financial statem ents and not to provide assurance on the internal control 
over financial reporting. H owever, I noted a m atter involving the internal 
control over financial reporting and its operation that I consider to be a 
reportable condition. Reportable conditions involve m atters coming to m y, 
attention relating to significant deficiencies in the design or operation of the 

internal control over finaamial reporting that, in my iudgement, could adversely 
effect D esire Comm unity H ousing Corporation's ability to record, process, 
summ arize, and report financial data consistent w ith the assertions of 
m anagem ent in the financial statem ents. The reportable condition is described in 
the Schedule of Findings and Questioned costs (Schedule II) as item 97-01. 
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A m aterial w eakness is a condition in which the design or operation of one or 
snore of the internal control com ponents does not reduce to a relatively low 
level the risk that m isstatem ents in am ounts that w ould be m aterial in'relation 
to the financial statem ents being audited m ay occur and not be detected within a 
tim ely period by em ployees in the norm al course of perform ing their assigned 
functions. M y consideration of the internal control over financial reporting 
w ould not necessarily disclose all m atters m  the internal control that m ight be 
reportable conditions and, accordingly, w ould not necessarily disclose all 
reportable conditions that are also considered to be m aterial weaknesses. 
t tow ever, I believe the reportable condition described above is not a m aterial 
~'~a~ness, 

This report is intended for the inform ation of m anagem ent
, the board of 

directors, the Legislative Auditor of the State of Louisiana, the City of N e~a 
O rleans, and the U .S. D epartm ent of H ousing and U rban D evelopm ent. 
H ow ever, this report is a m atter of public record, and its distribution is nm 
lim ited. 

G eorge Rabb 
C ertified Public A ccountant 
N ew O rleans, La. 

June 26, 1998 
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G EO R G E R A B B , P.C . Cer,/ied e~6tic Accountant 

IN D EPEN D EN T A U D ITO R 'S REPO RT O N  C O M PLIA N CE W ITH  

REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM AND 
IN TERN AL CO N TRO L O VER CO M PLIAN CE IN  A CCO RD AN CE W ITt-I 

O M B CIRC U LA R A-133 

To the Board of Directors 
D esire Com m unity H ousing Corporation 

C om pliance 
I have audited the com pliance of D esire Comm unity H ousing Corporation w ith 
the types of com pliance requirem ents described in the U .S. O M B Circular A-133 
Compliance Supplement that are applicable to its major program for the year 
ended December 31, 1997. Desire Community Housing Corporation's maior 
federal program is identified-in the sum m ary of the independent auditor's results 
section of the accom panying schedule of findings and questioned costs. 
Com pliance w ith the requirem ents of laws, re~ lations, contracts and grants 
applicable to its major federal program, is the responsibility of the Desire 
C om m unity H ousing Corporation's m anagem ent. M y, responsibility is to express 
an opinion on D esire Cc~mmunity H ousing Corporation's compliance based on 
m v audit. 

I conducted m y audit of com pliance in accordance w ith generally accepted 
auditing standards; the sthndards applicable to financial audits contained in 
G overnm ent Auditing Standards, issued by the Com ptroller G eneral of the 

United States, and Office of Management and Budget (OMB) Circular A-133, 
"Audits of States, Local Governm ents and N onprofit O rganizations". Those 
standards and O M B Circular A-133 require that I plan and perform the audit to 
obtain reasonable assurance about whether noncom pliance with the types of 
com pliance requirem ents referred to above that could have a direct and m aterial 
effect on a maior federal program occurred. An audit includes examining, on a 
test basis, evidence about D esire Comm unity H ousing Corporation's com pliance 
with those requirem ents and perform ing such other procedures as I considered 
necessary in the circum stances. I believe that mv audit provides a reasonable 
basis tot m y opin ion. M y audit does not provicte a legal determ ination on D esire 
Com m unity H ousing Corporation's com pliance w ith those requirem ents. 

In m y opinion, D esire Comm unity H ousing Corporation com plied, in all 
m aterial respects, w ith the requirem ents referred to above that are applicable to 
its major federal program for the vear ended December 31, 1997. However the 
results of my auditing procedure ~1isclosed an instance of noncompliance with 
those requirem ents that is required to be reported in accordance w ith O M B 
Circular A-133 and which is described in the accompanying schedule of findings 

and questioned costs (Schedule IIl) as item 97-02. 
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The m anagem ent of D esire Comm unity H ousing Corporation is responsible for 
establishing and m aintaining effective internal control over com pliance w ith 
requirem ents of law s, regulations, contracts and grants applicable to federal 
program s. In planning and performing m y audit for the year ended D ecem ber 
31, 1997, I considered the D esire Com m unity H ousing Corporation's internal 
control over com pliance w ith requirem ents that could have a direct and m aterial 
effect on a major federal program in order to determine my auditing procedures 
for the purpose of expressing m y opinion on compliance and to test and report 
on internal control over com pliance in accordance with O M B Circular A-133. 

I noted a certain m atter involving the internal control over com pliance and its 
operation that I consider to be a reportable condition. Reportable conditions 
involve m atters coming to m y attention relating to significant deficiencies in the 
design or operation of the internal control over com plian ce that, in my 
judgement, could adversely affect Desire Community Housing Corporation's 
ability to administer a major federal program in accordance with applicable 
requirem ents of law s, regu lations contracts and grants. The reportable condition 
is described in the accom panying schedule of findings and questioned costs as 
item  97-02. 

A m aterial w eakness is a condition in which the design or operation of one or 
m ore of the internal control com ponents does not reduce to a relatively low 
level the risk that noncom pliance w ith applicable law s, regulations contracts and 

grants that would be material in relation to a major federal program being 
audited m ay occur and not be detected within a tim ely period by em ployees in 
tile norm al course of perform ing their assigned functions. M y consideration of 
the internal control over com pliance w ould not necessarily disclose all m atters in 
the internal control that m ight be reportable conditions and, accordingly, "would 
,lot necessarily disclose all reportable conditions that are also considered to be 
m aterial w eaknesses. H ow ever, I believe the reportable condition described 
above is not a m aterial w eakness. 

This report is intended for the inform ation of m anagem ent, the board of 
directors, the Legislative Auditor of the State of Louisiana, the City of N ew 
O rleans, and the U .S. D epartm ent of H ousing an d Urban D evelopm ent. 
H ow ever, this report is a m atter of public record, and its distribution is not 
li re ed. 

G eorge R abb 
Certified Public A ccountant 

June 26, 1998 
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
SU M M A RY O F TH E IN D EPEN D EN T A U D ]TO R 'S RESU LTS 

FO R TH E YEAR EN D ED D ECEM BER 31, 1997 

1. Type of report issued on the financial statem ents unqualified 

2. D id the audit disclose any reportable conditions in internal control 51~ 

3. W ere any of the reportable conditions m aterial w eaknesses n_ _ oo 

4. D id the audit disclose any noncom pliance w hich is m aterial ~o "d~e financial 
statenleuts no 

5. D id the audit disclose an)' reportable conditions in internal control over 

major programs 

6. W ere any of reportable conditions in internal control over major programs 
m aterial w eaknesses no 

7. Type of report issued on compliance for major programs unqualified 

8. D id the audit disclose any, audit findings w hich the independent auditor 
is required to report under O M B circular A-133 5:~ 

9. The following is an identification of major programs 
CFD A # 
14.239 

N am e of Federal Program 
H om e lnvestm em  Partnership Program  

10. The D ollar threshold used to distinguish betw een Type A and B Program s 

as described in OMB Circular A-133, Section 520(b) is as follows: 

Program  
Type A 

A lnount 
$300,000 

11. D id the auditee qnalify as a low risk auditee under O M B Circular A-133 
Section 530 no 
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SCH ED U LE II 

SCHEDULE OF FINDIN GS AND QUESTIONED COSTS 
FIN AN CIA L STA TEM EN T FIN D IN G S 

FO R TH E YEA R EN D ED D ECEM BER 31, 1997 

97-01. Accounting Records 

I noted during m y audit that m anagem ent of the Agency utilized a new 
accounting software package to record the 1997 accounting data. H ow ever, the 
lack of proper technical training in the use of the softw are package created 
num erous accounting errors resulting in the system not being full), operational 

I recom m end that m anagem ent of the Agency take im m ediate steps to properly 
train personnel in the use of the accounting softw are to ensure that accounting 
inform alion is properly generated. 

2a 



SCI IED U LE III 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FEDERAL AW ARD FIN DIN GS AND QUESTIONED COSTS 

FO R TH E YEA R EN D ED D ECEM BER 31, 1997 

N TERN A L CO N TRO L O VER C O M PLIAN CE AN D FED ERA 
C O M PLIA N CE 

97-02 Equipm ent and Real Property M anagem ent 

Questioned Costs 

$o  

C FD A Title and N um ber 

H om e Investm ent Partnership Program 14.239 

Federal Award Year 

D ecem ber 31, 1997 

Pass-Through Entity 

City, of N ew O rleans 

O M B Circular A-102 Conm~on Rule and O M B Com pliance Supplem ent Part III, 
Section F stipulates that a physical inventory of equipm ent m ust be conducted at 
least once every two years and that certain equipm ent records be m ain tained. 

Condition 

I noted during m y audit that a physical inventory of equipm ent was not taken at 
least once eve1T two ?,ears. Additional, I noted that equipm ent item s selected for 
testing had no~ been properly "tagged and recorded on the equipm ent/m oveable 
property records. 
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SCH ED U LE III 

SCHEDULE OF FINDIN GS AND QUESTIONED COSTS 
FEDERAL AW ARD FINDINGS AND QUESTIONED COSTS 

FO R TH E Y EA R EN D ED D ECEM BER 31, 1997 

N TERN A L CO N TRO L O VER C O M PLIAN CE A N D FED ER A 
C O M PLIAN CE, C O N TIN U ED 

CO N TIN U ED 

97-02 Equipm ent and Real Property M anagem ent 

The D esire Com munity H ousing Corporation has not developed procedures to 
ensure that a physical inventory w as taken at least once every, tw o years. Also 
the D esire C om m unity H ousing Corporation has been unable to tag equipm em  
on a tim ely basis. 

Questioned Costs 

For purposes of this finding, 1 have not questioned any costs 

Effect 

N on-com pliance w ith federal regulations w hich stipulate that certain procedures 
m ust be established and adhered to w ith respect to equipm ent and real property 

Recom m endation 

1 recom m end that m anagem ent ot" D esire Com m unity H ousing Corporation 
continue in its efforts to correct the noted deficiencies. 
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G EO R G E RA B B , P.C . Certified Public Accountant 

June 26, 1998 

TO the Senior M anagem ent 
and The Board of Directors of 
Desire Community Housing Corporation 

~8f:[~ 20 /"it 2
:50 

However. during my audit, I noted certain matters involving the internal control and other operational 
matters that are presented for your consideration. This letter does net affect my report dated June 28 
1998. on the financial statements of Desire Com munity Housing Corporation. 

I will rewew the status of these comments dunng my next audit engagement, my com ments and 
recom m endations, all of wnich have been discussed with approonate m em bers of m anagem ent, are 
;ntenaea to ~mprove m e ~nternal control or result ~n other operating effic~enc~es. I will be pleased to 
d~scuss these com m ents in further detail at your convenience, to perform any additional study of these 
m atters, or to assist you in im plem enting the recom m endations. M y com m ents are sum m anzed in the 
next pages. 

I wtsn to thank the Director of Accounting and his department for their support and assistance during my 
auo~t. 

This report is intended solely for the information and use of the Board of Directors, management, and 
others within the Organization. 

George RaDD CPA 
New Grleans. "a, 



1. Budget 

The agency did not m aintain budgets for active program s 

2. Fixed A ssets 

The organization did not have a detail listing of the fixed assets. Further, the 
organization did not perform an annual inventory of fixed assets on hand for the 
audit period. 

The corporation had a tax lien for state unem ploym ent tax in the am ount of 
$18,140.06, this levy, was subsequently released during the audit period and the 
corporation paid prior period taxes with current period funds. 

4. Accounting Records 

The accounting records continued 
accounting system  not being fully 

5. Im erfund Receivables/Payables 

to be inadequate due in part to a new 
operational. 

M y review of interfund balances revealed that interfund receivables and payables 
between program s are not reconciled on a regular basis. Interfund payables were 
controlled in ~he Liberty Terrace, Accounts Payable and the Payroll accounts 
only. These funds represent a sm all portion of tile Interfund Avtivity, 

6. D eficiency in M atching Share 

The Agency is required to m atch funds in D esi Flo Child Care program . The 
Agency did raise funds, how ever the am ount raised w as not sufficient to m eet 
targeted am ounts. 

D C H C is required to return program  incom e to the City. The agency sold 
property renovated and utilized the funds for other property purchases. D CH C 
should seek a w ritten contract am endm ent. 



1. Budget 

CO RRECTIVE A CTIO N  PLAN  
M AN A G EM EN T LETTER 

The agency did not m aintain budgets for active program s 

The organization is setting up budgets for all program s and plans to m onitor 

these budgets on a m onthly basis. 

Estim ated com pletion date 9-15-98 

Issue ill process of being corrected at 8-1-98 

3. Interfund Receivables/Payables 

The agency has provided us w ith m aterial to correct the problem  at 7-31-98 

4. D eficiency in M atching Share 

Tile A gency is required to m atch funds in D esi Flo Child Care program . The 
Agency did raise funds, how ever the am ount raised w as not sufficient to m eet 

targeted am ounts. 

The A gency has attem pted to im prove this process w hich relates f6 budgeting 

and m onitoring. 

Estim ated com pletion date 9-15-98 

5. Program  Incom e Provisions not m et 

D CH C is required to return program  incom e to the City. The agency sold 



'i 

property renovated and utilized the funds for other property purchases 
should seek a w ritten contract am endm ent. 

The agency has requested from  the City of N ew O rleans an am endm ent 

6. Lateness of Audit Report 

D CH C is required to subm it it's audit report 180 days after the fiscal year end 
The 1997 audit is 45 days late. 

The Agency has im proved the accounting records for 1998. W e feel this and the 
m aintenance of m anagem ent to be key to this accom plishm ent. 

The contact person for these im provem ents is Talm adge M itchel 504-945-3758 
M itchel w ill also contact the Federal or pass through Agencies. 



1. Fixed A ssets 

CO RRECTIVE A CTIO N  PLAN  
FIN D IN G S 

The organization did not have a detail listing of the fixed assets. Further, the 
organization did not perform  an annual inventory, of fixed assets on hand for the 
audit period. 

The organization is preparing to do a physical inventor}, at year end 12-31-98 

2. Accounting Records 

The accounting records continued to be inadequate due in part to a new 
accounting system not being fully operational. 

Train ing w as determ ined as the necessary com ponent to elim inate this. The 
organization has scheduled several educational classes on the softw are. 



SU M M A RY SCH ED U LE O 1: PRIO R AU D IT FIN D IN G S 

FO R TH E YEA R EN D ED D ECEM BER 31, 1997 

111 

Schedule - Findings and Recom m endations 

Page # 41 

Reference N um ber 1 Lateness in rent Collections 
2 Property Tagging 
3 Affirm ative Action Plan 

Program  N am e G eneral C om m ent 

CFD A Referred to several CFD A #'S 

Status of Finding: All above findings uncorrected 

n F 

Schedule - Findings and Questioned Costs 

Reference N um ber 1 Lack of filing 1099's 
2 Late filing of 990 
3 Property Listing 
4 Affirm ative Action Plan 

Program N am e G eneral Com m ent 

CFD A Referred to several CFD A #'S 

Status of Finding: All above findings uncorrected 

Schedule - Findings and Questioned Costs (cont) 



Page # 43 

Reference N um ber 1 D isallowed Costs City of N ew O rleans 
2 Paym ent of prior year cost in current year 
3 Program  Incom e not reported 

Program  N am e G eneral Com m ent 

Referred to several CFDA #'S 

Status of Finding: Item s 1 & 2 corrected, #3 uncorrected 


