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To the Board of Directors 
N eighborhood IIousing Services 
of Lafayette, Louisiana, Inc. 

Lafayette, Louisiana 

Independent Auditor's Report 
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W e have audited the accom panying statem ents of financial position of N eighborhood Ilousing 
~,,~ 

Services of Lafayette, Louisiana, Inc. (a nonprofit organization) as of April 30, 1998 and 1997, and 
the related statements of activities and cash flows for the years then ended. These financial 
statements are the responsibility of the Organization's m anagement. Our responsibility is to 
express an opinion on these financial statements based on our audits. 

W e conducted our audits in accordance with generally accepted auditing standards, the standards 
applicable to financial audits contained in Governm ent Auditing Standards, issued by the 

Comptroller General of the United States; and Office of M anagement and Budget (OM B) Circular 
A-133, "Audits of States, Local Governments, and Nonprofit Organizations". Those standards and 
OM B Circular A-133 require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of m aterial m isstatem ent. An 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 and significant 
eslimalcs m ade by managem ent, as well as evaluating the overall financial statement presentation. 
W e believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all m aterial respects, the 
financial position of Neighborhood Housing Services of Lafayette, Louisiana, Inc. as of April 30, 
1998 and 1997, and the changes in its net assets and its cash flows for the years then ended in 
conform ity w ith generally accepted accounting principles. 

In accordance with Governm ent Auditing Standard_s, w e have also issued our report dated July 27, 
1998, on our consideration of Neighborhood ttousing Services of Lafayette, Louisiana, Inc.'s 
intern al control over financial reporting and our tests of its compliance with certain provisions of 
law s, regulations, contracts and grants. 



Our audit was performed for the purpose of form ing an opinion on the basic financial statements of 
N eighborhood H ousing Services of 1.al~nyctte, Louisiana, Inc. taken as a whole. The accom panying 
schedule of expenditures of federal awards as required by U.S. Office of M anagement and Budget 
Circular A-133, "Audits of States, Local Governm ents and Non-Profit Organizations", and the 
supplem ental inform ation listed in the table of contents is presented for purposes of additional 
analysis and is not a required part of the basic financial statem ents. Such information has been 

subjceted to the auditing procedures applied in the audit of the basic financial statements and, in our 
opinion, is fairly stated in all m aterial respects in relation to the basic financial statem ents taken as a 
whole. 

A Corporation of Certified Public A ccountants 

Lafayette, Louisiana 
July 27, 1998 



NEIGHBORHOOD HOUSIN G SERV1CES 
OF LAFAYETI'E. LOUISIANA. INC. 

Statem ents of Financial Position 
April 30, 1998 and 1997 

ASSETS 

Cash 
Due from the Lafayette Consolidated Government 
Prepaid expenses 
Restricted assets: 

Cash 
Loans receivable, net 
Building, net of accum ulated depreciation 

Land 
Equipm ent, net of accum ulated depreciation 
Other receivables 

TOTAL ASSETS 

LIABII.ITIES AND NET ASSETS 

LIABII.1TIES (PAYABLE FROM CURRENT ASSETS) 
Accounts payable and accru ed liabilities 
Other liabilities 
Capital lease payable 

LIABII.ITIES (PAYABLE FROM RESTRICTED ASSETS) 
Other liabilities 
Tax and insurance payable 
I.oan collections due to others 
Undisbursed loan proceeds 

N ET ASSETS 
Restricted 
Unrestricted 
Total not assets 

TOTAL L1ABIIATIES AND NET ASSETS 

1998 1997 

$ 61,994 
19,879 
2.206 

233,959 
812,405 
20,636 
3,645 
17,001 

__  185 

$ 45,711 
19,555 
1,919 

133,968 
673,720 
22,967 
3,645 
9,906 

__  325 

$ 8,626 $ 8,783 
9 

2.846 
11.481 

1,043 
6,878 
5,492 
35,9_41 
4~ASA 

__  4.680 

__  13.463 

42 
7,701 
3,014 

__ 9&48 
__ ._~ 0205 

59.935 __  33.668 

1,023,790 

88.18~ 
1,1 kkgd~ 

822,020 
~ ,028 

The accompanying notes arc an integral part of this financial statement 



N E1GllBO RHOOD IlO USIN G SERVICES 
OF LAFAYETTE, LOUISIANA, IN C. 

Statem ents of Activities 
Years Ended April 30, 1998 and 1997 

UNRESTRICTED NET ASSETS 
Support 

Passed through federal funds: 
Lafayette Consolidated Govcrnmen 
Other 

Contributions 

Revenue 
Interest 
Other 
Fundraising 

Net assets released from restrictions 

Total support, revenue and net assets released 
from restrictions 

Expenses 
Personnel cost 
Accounting and auditing 
Legal 
Contractual services 
Depreciation 
Insurance 
Telephone and utilities 
Dues & Subscription 
Office supplies 
Travel aud sem inars 
M aintenance 
Rent 
Other 
Interest 
Fnndraising 

Total expcnses 

Increase in unrestricted net assets 

TEM PORARILY RESTRICTED NET ASSETS 
Governmental grants 

Revenue 
Interest 
Other 

1998 1997 

$ 75,013 
63,100 
2.233 

140.34fi 

1,286 
6,038 

_  2.702 
10.026 

$ 66,554 
68,000 

__ L52~0 
_ _ A3&05A 

6,676 
10.721 --

~ t2.3~2 

19.955 _  10.714 

170.327. ~ 2c65,L65. 

87,590 
11,450 
430 
845 

3,462 
4,913 
8,053 
338 

8,472 
2,354 
2,173 
2,200 
5,370 
520 

138.12.Q 

32.157 

101,453 
10,989 

1,848 
1,718 
6,619 
6.429 

8,010 
4,676 
2,572 
1,950 
7,210 
689 

_  768 
_ A SA.931 

__  11.234 

173.000 _ _ .j 15.000 

42,410 
6.020 

Tile acconlpanying notes arc an integral part of this lqnancial statement. 

31,574 
5.380 



Expenses 
Bad debt 
Depreciation 
Other 

NEIGIIBORHOOD HOUSIN G SERVICES 
OF LAFAYETTE, LOUISIANA, INC. 

Statements of Activities (Continued) 
Years Ended April 30, 1998 and 1997 

Net assets released from restrictions: 
Restrictions satisfied by paym ents 

Increase in temporarily restricted net assets 

INCREASE IN NET ASSETS 

N ET ASSETS, begilm ing 

N ET ASSETS, ending 

(2,685) 
2,330 

6O 
__  (295) 

(19,955) 

20J.Z~  

233,927 

878.048 

2,679 
2,331 

__ ZQ 
5.080 

(lo.714) 

136.L6Q 

147,394 

~ Y3_0.65A 

$ 878.048 



NEIGHBORHOOD ItOUSING SERVICES 
OF LAFAYETTE, EOUISIANA, IN C. 

Statements of Cash Flows 
April 30, 1998 and 1997 

CASII FLOW S FROM  OPERATING ACTIVITIES 

Increase ill net assets 

Adjustnrents to reconcile changes in net assets 
to net cash provided by operating activities: 
Depreciation 
Bad debts 
Donated assets included in support 

(Increase) decrease in operating assets - 
Due from Lafayette Consolidated Govem men 
Prepaid expenses 
Other receivables 

(Decrease) increase in liabilities - 
Accounts payable and accrued liabilities 
Other liabilities 

N et cash provided by operating activities 

CAStt FLOW S FROM  INVESTING ACTIVITIES 
Loans issued 
Loan payments received 
Purchase of fixed assets 

Net cash used by investing activities 

CASH FLOW S FROM  FINANCING ACTIVFI'IES 
Proceeds from borrowings under capital lease obligations 
Principal payments under capital lease obligations 

Net cash provided (used) by financing activities 

Net increase (decrease) in cash 

CASII, beginning 

CASI1, ending 

Supplem ental inform ation 
Interest expense 

1998 1997 

$ 233,927 $ 147.394 

5,792 

(2,685) 

(324) 
(287) 
140 

(156) 
~ 2L25Y 
_  264,664 

(260,146) 
124,148 

_ Xt0A 521 

4,049 
2,679 

(3,500) 

(7,660) 
(52) 

3.845 

(1,603) 
_ _ ~ 2.662) 

142.499 

(338,866) 
144,705 

_ ~ 8.7623 

_ _(_L4~.6_55) ~ 202.928) 

(1.835'~ 

116.274 

_  179,679 

5,902 

(1,222) 

(55,758) 

235.437 

2_l.Z2.fa~  

The accompanying notes are an integral part of this financial statem ent 
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NEIGHBORHOOD HOUSING SERVICES 
O F LA FA YETTE, LOUISIAN A , IN C. 

N otes to Financial Statem ents 

NOTE 1 SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES 

A , Nature of Activities 

Neighborhood IIousing Services of Lafayette, Louisiana, Inc., (NTIS) was 
incorporated on July 14, 1982 as a non-profit corporation. NH S's primary function is 
to provide low interest loans to low and m oderate incom e hom eowners in the target 
area. These loans are m ade from loan program s established through grants from the 
United States D epartm ent of H ousing and Urban Developm ent Com m unity 

Development Block Grant (CDBG) and H.O.M .E. Investment Partnership Program 
through the Lafayette Consolidated Governm ent, the m ain grantee, and grants from 

the Neighborhood Reinvestment Corporation (NRC). 

B. Basis of Presentation 

Financial statem ent presentation follows the recom m endations of the Am erican 
Institute of Certified Public Accountants in its Industry Audit Guide, Audits of 
V oluntary tlealth and W elfare Orn anizations. 

C. V acation and Sick Leave 

The Corporation's policy is to allow full time employees to cony forward 30 days of 
unused sick leave and no unused annual leave. Annual and sick leave is computed on 
a per pay period basis and is not payable upon separation from the Corporation, 
therefore no accrual is reflected in these statements. 

D . Property and Eauimnen 

Fixed assets consist of land, buildings and equipm ent which are valued at cost, or 
estim ated fair m arket value in the case of donated property. Depreciable assets are 
depreciated using the straight-line m ethod over the estimated useful lives of the 
individual assets as follows: 

Building 
Furn iture and equipm ent 

E. Incom e Tax Status 

20 years 
5 - 7 years 

The Organization qualifies as a tax exempt organization under Section 501(c)(3) of 
the Internal Revenue Code and, therefore, has no provision for federal income taxes. 
In addition, the Corporation has been determ ined by the Internal Revenue Service not 
be a private foundation within the meaning of Section 509(a) of the code. 

F. Cash and Cash Eauivalents 

For the purposes of the statement of cash flows, the Organization considers all highly 
liquid debt instrum ents purchased with an original m aturity of three months or less to 
be cash equivalents. There were no cash equivalents at April 30, 1998 and 1997. 



N EIGHBORttOOD HOU SIN G SERV ICES 
OF LAFAYETI'E. LOUISIAN A , INC. 

N otes to Financial Statem ents 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

G . llndisbursed Loan Proceeds 

Some of the loans m ade by NHS are to enable the homeowner to perform 
rehabilitation work to their hom e. On the date that this type of loan is made by NttS, 
the applicable loan program transfers the loan proceeds to an escrow cash account in 
the operating program . A contract is entered into with a contractor for the 
rehabilitation work, and as work is perform ed, NHS disburses the funds. The amount 
of loan proceeds transferred to the operating program and undisbursed at year end is 
reported as a liability. 

H. Restricted Assets 

Escrow cash accounts are classified as restricted assets on the statement of financial 
position because they represent escrow paym ents by borrowers for property taxes and 
homeowners insurance, collections of principal and interest payments collected on 
behalf of others and undisbursed loan proceeds. An offsetting liability is reported for 
the future disbursem ent of the collected funds and undisbursed advance payments of 
taxes and insurance. 

Additionally, all m onies received through the grant programs and repayments of 
principal amounts of loans receivable are restricted for use in funding additional 
loans in target areas. The balances in each of the grant program s' cash accounts and 
the net loans receivable as of the financial statement date are shown as restricted 
assets in the statem ent of financial position with an offsetting am ount reported as 
restricted net assets. 

oans. Allowance for Loan Losses and Interest Incom e 

Loans are stated at the amount of unpaid principal, reduced by an allowance for loan 
losses. Interest on loans is calculated and accrued by using the simple interest 
m ethod on monthly balances of the principal am ount outstanding. 

The allowance for loan losses is established through a provision for loan losses 
charged to expenses. Loans are charged against the allowance for loan losses when 
managem ent believes that the collectibility of the principal is unlikely. "/'he 
allowance is an amount that m anagement believes will be adequate to absorb possible 
losses on existing loans that m ay becmne uncollectible, based on evaluations of the 
collectibility of loans and prior loan loss experience. The evaluations take into 
consideration such factors as changes in the nature and volume of the loan portfolio, 
overall portfolio quality, review of specific problem loans, and current economic 
conditions that may affect the borrowers' ability to pay. 



N EIGHBORHO OD H O USIN G SERVICES 
OF LAFAYETTE, LOUISIANA, INC. 

N otes to Financial Statem ents 

NOTE 1 SUM MARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

J. Use of Estim ates 

The preparation of financial statem ents in conform ity w ith gencrally accepted 
accounting principles requires management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities and disclosure of contingent 
assets and liabilities as of the date of the financial statements and the reported 
am ounts of revenues and expenses during the reporting period. Actual results could 
differ from those estimates. 

K . Classification of Financial Statem ent Presentation 

Certain reclassifications have been m ade to the 1997 financial statem ents to conform 
with the 1998 financial statement presentation. Such reclassifications have had no 
effect on the change in net assets for 1997. 

L. 

To insure observance of lim itations and restrictions placed on the use of resources 
available to the Corporation, the accounts of the Corporation are m aintained in four 
separate program s. This procedure allows resources for various purposes to be 
classified for accounting and reporting purp oses into program s established according 
to their nature and purpose. Separate accounts are n'taintained for each program . 

The assets, liabilities, and net assets of Neighborhood Housing Services of Lafayette 
Louisiana, Inc. are reported in four self-balancing program s as follows: 

Operating Pr~  

The Operating Program includes unrestricted and restricted 
resources of expendable funds that are available for support of 
program  operations 

Connnunitv Develol3m ent Block Grant Revolvimz Loan Prom-am 

The CDBG Revolving Loan Program represents funds received 
from the United States Department of tIousing and Urban 
Development for the purpose of improving housing stock in the 
City of Lafayette by means of low and/or no interest loans to 
residents for housing rehabilitation. 



NEIGHBORttOOD HOUSING SERVICES 
OF LAFAYETTE, LOUISIANA, INC. 

N otes to Financial Statem ents 

NO'I'E 1 SUM MARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Neiehborhood Reinvestm ent Com oration Revolvine Loan Prom'am 

The NRC Revolving Loan Program is used to account for funds 
received from the Neighborhood Reinvestment Corporation for 
purposes of m aking loans to hom eowners wanting to im prove their 
homes but who cannot be served by local financial institutions and 
making loans to low or m oderate income individuals to facilitate 
the purchase of affordable housing for occupancy. 

I.O .M .E. Revolvin~ Loan Prouram 

The H.O.M .E. Revolving Loan Program is used to account for 
funds received from the United States Departm ent of tIousing and 
Urban Developm ent through the Lafayette Consolidated 
Government to provide affordable housing to first-time home 
buyers in accordance with the provisions and regulations of the 
Crantston-Gonzales National Affordable ttousing Act of 1990. 

NOTE 2 LOAN S RECF.IVAB1,E 

The loans receivable are comprised of loans to hom eowners in a specific geographical area 
who desired to im prove their hom es or purchase hom cs, but were unable to obtain financing 
at a conventional financial institution and are stated at the principal amounts outstanding at 
the financial statem ent date. The following sum m ary reflects activities in the loan accounts 
for the various funds for the year ending April 30, 1998: 

Balance, beginning of year 
Loans m ade during the year 
Payments received during the year 

Balance, end of year 
Less: Allowance for loan losses 

Loans. net 

10 

CDBG NRC tI.O .M .E. TOTAL 

$ 301,403 
62,469 

(59,290) 
304,582 

(13,033.'l 

$ 223,444 
92,718 

(61,759) 
254,403 

(12,495) 

$ 180,870 
104,959 

(3,099) 
282,730 

__  (3,782) 

$ 705,717 
260,146 

(124,298) 
841,715 

(29~0.~) 

$ 291.549 $241.908 ~ 28,R48 $_8124.~)~S 



NE1GItBORltOOD ItOUSING SERVICES 
OF LAFAYETTE, 1,OUIS1AN A, INC. 

N otes to Firmncial Statem ents 

NOTE 2 LOANS RECEIVABLE (CONTINUED) 

Transactions in the allowance for loan losses for the year were as follows 

Balance, beginning of year 

Provision charged to operation 

Balance, e~d of year 

$ 19,135 $ 10,327 
__  2,168 

H.O .M .E. TOTAL 

$ 2,535 
__ 1.247 

$ 31,997 

_ ~ 2.68Z/ 

M anagement is of the opinion that the allowance for loan losses account at April 30, 1998 
and 1997, is sufficient to cover any possible loan losses. 

NOTE 3 LOANS SERVICED FOR OTHERS 

NHS and Neighborhood tIousing Services of America, Inc. (NHSA) have entered into a 
purchase service contract agreement whereby NItS is paid the principal am ount of the loan 
balance at the tim e of the purchase and a m onthly comm ission of .03125% of the outstanding 
balance of the loan for servicing the loan. Should any of these loans becom e over 90 days 
delinquent, NHS m ust repurchase tim delinquent loan or replace it with another acceptable 
loan or loans. The total balance of such loans at April 30, 1998 and 1997 is $373,056 and 
$339,413, respectively. 

Since 1988, NIIS has sold loans to N eighborhood Housing Services of Am erica, Inc. as 

follows: 

1988 

1989 

1990 

1991 
1992 

1993 

1994 

1995 

1996 

1997 

1998 

$ 87,447 
130,430 

118,883 

82.140 

98,884 

32,492 

39.460 



N EIGIIBORHOOD HOUSIN G SERVICES 
OF LAFAYETTE, LOU ISIA NA , lNC. 

N otes to Financial Statem ents 

NOTE 4 BUILDING AND EQUIPM ENT 

Building and equipm ent consist of the following 

Land 

Building 

Equipm ent 

Equipm ent held under capital lease 

Less: Accum ulated depreciation 

NOTE 5 CAPITAL LEASE 

1998 1997 

$ 3,645 

46,615 

18,713 

5,902 

74,875 

33.593 

$ 41.282 

$ 3,645 
46,615 

8,157 

5202 
64,319 

27,801 

$ 36.518 

In October 1997, the Organization entered into a capital lease expiring in 2000. The asset and 
related liability under the capital lease are recorded at the lower of the present value of the 
m inimum lease payments or the fair value of the asset. The asset is depreciated over its useful 
life. Depreciation of the asset under capital lease is included in depreciation expense for the 
year ended April 30, 1998. 

Nlinim um future lease payments under this capital lease as of April 30, 1998, are as follows 

Year ended April 30 

1999 

2000 

Total m inim um lease paym ents 

Less: am ount representing interest 

Present value of net m inim um lease paym ents 

N OTE 6 FED ERA l, AW ARD PROGRAM S 

$ 2,336 
779 

3,115 

(269) 
$ 2,SAil 

]'he Organization receives revenues from various Federal grant programs which are subject to 
final review and approval as to allowability of expenses by the respective grantor agencies. 
These program s are audited in accordance with the Single Audit Act Am endments of 1996. 

Any settlem ents or expenses arising out of a final review are recognized in the period in which 
agreed upon by the agency and the Organization. Also, it is m anagem ent's opinion that any 
audits by the grantor agencies would not produce disallowed program costs and liabilities to 
such an extent that they would materially affect the Organization's financial position. 

12 



N EIGHBORI-IOOD HOUSING SERVICES 
OF LAFAYETTE, LOUISIANA, INC. 

N otes to Financial Statem ents 

NOTE 7 ECONOM IC DEPENDENCY 

The Organization receives the majority of its revent~e from funds provided through grants with 
the United States D epartm ent of H ousing and Urban Developm ent. The grant am ounts are 
appropriated each year by the federal governm ent. If significant budget cuts are m ade at the 
federal level, the amount of the funds Neighborhood Housing Services of Lafayette, Louisiana, 
Inc. receives could be reduced significantly and have an adverse im pact on its operations. 
M anagement is not aware of any actions that will adversely affect the amount of funds the 

Organization will receive in the next fiscal year. 

13 
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D arnall, Sikes 

~ Frederick 
Independent A uditor's Report on Com pliance and 

On Internal Control over Financial 
Reporting Based on an Audit of 
Financial Statem ents Performed in 

Accordance with Governm ent Auditine Standards 

The Board of Directors 
Neighborhood Housing Services 
of Lafayette, Louisiana, lnc. 
Lafayette, Louisiana 
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W e have audited the financial statements of Neighborhood IIousing Services of Lafayette, ~
,,,~ 

Louisiana, Inc. (a non-profit organization), as of and for the year ended April 30, 1998, and 
have issued our report thereon dated July 27, 1998. W e have conducted our audit in 
accordance w ith generally accepted auditing standards, the standards applicable to financial 
audits contained in Government Auditin~ Standards, issued by the Comptroller General of 
the United States; and Office of M anagement and Budget (OM B) Circular A-133, "Audits 
of Statcs, Local Govern m ents, and Non-Profit Organizations". 

~ liance 

As part of obtaining reasonable assurance about whether Neighborhood Housing Services 
of Lafayette, Louisiana, lnc.'s general purpose financial statem ents are free of m aterial 
m isstatem ent, we perforn~ed tests of its compliance with certain provisions of laws, 
regulations, contracts and grants, noncom pliance with which could have a direct and 
m aterial effect on the determ ination of financial statem ent am ounts. IIowever, providing 
an opinion on complianec with those provisions was not an objective of our audit, and 
accordingly, we do not express such an opinion. The results of our tests disclosed no 
instances of noncompliance that are required to be reported under Govern m ent Auditing 
Standards. 

Internal Control O ver Financial P, eportin~ 

In planning and performing our audit, we considered Neighborhood tlousing Services of 
l,afayelte, Louisiana, Inc.'s internal control over financial reporting in order to determine 
our auditing procedures for the purpose of expressing our opinion on the financial 
statem ents and not to provide assurance on the internal control over financial reporting. 
llowever, we noted certain m atters involving the internal control over financial reporting 
and its operation that we consider to be reportable conditions. Reportable conditions 
involve m atters coming to our attention relating to significant deficiencies in the design or 
operation of the internal control over financial reporting that, in our judgement, could 



adversely affect Neighborhood ttousing Services of Lafayctte, Louisiana, Inc.'s ability to 
record, process, sum marize and report financial data consistent with the assertions of 
m anagem ent in the financial statements. The reportable conditions are described in the 
accon~panym g schedule of findings and questioned costs as item s 98-2, 98-3, 98-4, and 
98-6. 

A m aterial weakness is a condition in which the design or operation of one or m ore of the 
internal control components does not reduce to a relatively low level the risk that 
m isstatem ents in am ounts that would be m aterial in relation to the financial statements 
being audited m ay occur and not be detected within a tim ely period by employees in the 
norm al course of perform ing their assigned functions. Our consideration of the internal 
control over financial reporting would not necessarily disclose all m atters in the internal 
control that m ight be reportablc conditions and, accordingly, would not necessarily disclose 
all reportable conditions that are also considered to be m aterial weaknesses. IIowever, we 
believe the reportable conditions described in the schedule of findings and questioned cost 
as item s 98-2, 98-3, 98-4 and 98-6 are m aterial weaknesses. 

This report is intended for the information of the board of directors and m anagement 
llowever, this report is a m atter of public record and its distribution is not lim ited. 

A Corporation of Certified Public Accountants 

Lafayette, Louisiana 
July 27, 1998 
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The Board of Directors 
Neighborhood H ousing Services 
of Lafayctle, Louisiana, Inc. 
I.al:ayette, Louisiana 

Com pliance 

Independent Auditor's Report on Com pliance w ith 

Requirements Applicable to Each M ajor 
Program and on Internal Control Over Compliance 

In Accordance w ith OM B Circular A -133 
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W e have audited the compliance of Neighborhood IIousing Services of Lafayette, Louisiana, Inc. (a 
non-profit organization), with the types of compliance requirements described in the U.S. Office of 
M anagement and Budget (OM B) Circular A-133 Compliance Supplement that are applicable to 
each of its major federal programs for the year ended April 30, 1998. Neighborhood Housing 
Services of Lafayette, Louisiana, Inc.'s major federal programs are identified in the summary of 
auditor's results section of the accompanying schedule of findings and questioned costs. 
Compliance with the requirements of laws, regulations, contracts and grants applicable to its major 
federal program s is the responsibility of Neighborhood tlousing Services of Lafayette, Louisiana, 
Inc.'s m anagem ent. Our responsibility is to express an opinion on Neighborhood Ilousing Services 
of Lafayette, Louisiana, Inc.'s compliance based on our audit. 

W e conducted our audit of compliance in accordance with generally accepted auditing standards 
the standards applicable to financial audits contained in Govern m ent Auditing Standards, issued by 
the Com ptroller General of the United States; and OM B Circular A-133, "Audits of States, Local 
Governm ents, and N on-Profit Organizations." Those standards and OM B Circular A-133 require 
that we plan and perform the audit to obtain reasonable assurance about whether noncompliance 
with the types of compliance requirements referred to above that could have a direct and m aterial 

effect on a major federal program occurred. An audit includes examining, on a test basis, evidence 
about Neighborhood tIousing Services of Lafayette, Louisiana, Inc.'s compliance with those 
requirem ents and perform ing such other procedures as we consider necessary in tbe circumstances. 

W e believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a 
legal determ ination of Neighborhood ttousing Services of Lafayette, Louisiana, lnc.'s compliance 
with those requirem ents. 

In our opinion, Neighborhood llousing Services of Lafayette, Louisiana, Inc. complied, in all 
material respects, with the requirements referred to above that are applicable to its major federal 
programs for the year ended April 30, 1998. tlowever, the results of our auditing procedures 
disclosed instances of noncom pliance w ith those requirem ents, which are required to be reported in 
accordance w ith O M B Circular A -133 and which are described in the accom panying schedule of 
findings and questioned costs as item s 98-I and 98-5. , 
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ernal Conlrol O ver Conm liance 

The m anagement of Neighborhood Housing Services of Lafayette, Louisiana, Inc. is responsible for 
establishing and m aintaining effective internal control over com pliance w ith requirem ents of laws, 
regulations, contracts and grants applicable to federal program s. In planning and perform ing our 
audit, we considered Neighborhood Housing Services of Lafayetle, Louisiana, ]nc.'s internal 

control over compliance with requirements that could have a direct and material effect on a major 
federal program in order to determ ine our auditing procedures for the purpose of expressing our 
opinion on compliance and to test and report on internal control over compliance in accordance 
with OM B Circular A- 133. 

W e noted certain m atters involving the internal control over compliance and its operation that we 
consider to be reportable conditions. Reportable conditions involve m atters com ing to our attention 
relating 1o significant deficiencies in the design or operation of the internal control over compliance 
that, in our judgment, could adversely affect Neighborhood lIousing Services of Lafayette, 
Louisiana, lnc.'s ability to administer a major federal program in accordance with the applicable 
requirem ents of laws, regulations, contracts, and grants. Reportable conditions are described in the 
accompanying schedule of findings and questioned costs as item s 98-1, 98-5, and 98-6. 

A m aterial weakness is a condition in which the design or operation of one or m ore of the intern al 
control components does not reduce to a relatively low level the risk that noncompliance witb 
applicable requirem ents of laws, regulations, contracts and grants that would be m aterial in relation 

1o a major federal program being audited may occur and not be detected within a timely period by 
employees in the normal course of performing their assiga~ed functions. Our consideration of the 
internal control over compliance would not necessarily disclose all m atters in the internal control 
that m ight bc reportable conditions and, accordingly, would not necessarily disclose all reportable 
conditions that are also considered to be m aterial weaknesses. However, we consider the reportable 
conditions described above as ilem s 98-1, 98-5, and 98-6 to be m aterial w eaknesses. 

This report is intended for the inform ation of the board of directors, m anagement and federal 
awarding agencies. However, this report is a matter of public record and its distribution is not 
lim ited. 

A Corporation of Certified Public Accountants 

Lafayette, Louisiana 
July 27, 1998 
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NEIGHBOPdIOOD IIOUSING SERVICES 
OF LAFAYETTE. LOUISIANA. INC. 

Schedule of'Expenditures of Federal A wards 
Year Ended April 30, 1998 

CFDA 

Number 

Federal 

Revenue D isbursem ents / 

Recognized Expenditures 

United Slates Departm ent of ttousing and 

Urban Developm ent: 

Passed through the Lafayette Consolidated 

Govern m ent - 

Com m unity Developm ent Block 

Grant - Entitlement 14.218 $ 73,574 $ 73,574 

I IOM E Investm ent Partnership 

Program  

United Slates Congress: 

Passed through N eighborhood 

Rcinvestm ent Corporation 

NOTE 1 BASIS OF PRESENTATION 

N/A 123.000 123.000 

N /A __  114.539 __ J14.539 

~ 311.11~ 

The above schedule of expenditures of federal awards includes the federal grant activity of 
Neighborhood Housing Services of Lafayette, Louisiana, Inc. and is presented on the sam e basis 
of accounting as described in Note 1 to the financial statem ents. The inform ation in this schedule 
is presented in accordance with the requirem ents of OM B Circular A-133, "Audits of States, Local 
Govern m ents, and Non-Profit Organizations". 
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O TIIER SUPPLEM ENTAL INFO R M ATIO N 

20 



Finding 

N EIGHBORHOOD IIO U SIN G SERVICES Ol~ 
LAFA YETTE, LOU ISIAN A , INC. 

Schedule of Findings and Questioned Costs (Continued) 
Year Ended April 30, 1998 

Neighborhood H ousing Services of Lafayette, Louisiana, Inc. failed to m aintain an adequate 
inventory listing as required. The listing m aintained failed to include acquisition date, 
funding source and cost. 

Recom mendation 

Neighborhood ttousing Services of Lafayette, Louisiana, Inc. should begin to m aintain an 
adequate inventory listing that contains all required inform ation. 

98-5 Inadeauate Loan Productio 

In accordance w ith grant agreem ents and the size of the staff, the Organization w as required 

to complete thirty eligible housing projects during the fiscal year ended April 30, 1998. 

Finding: 

NIIS failed to completed the required housing projects during the fiscal year 

Recom m endation 

The Board of D irectors should develop an action plan which outlines the m ethod to be used in 
order to com ply with the required productivity guidelines. M easurable goals nm st be 
established and a tracking m echanism m ust be developed in order to ensure that productivity 
is on schedule. This should be reviewed quarterly. 

98-6 Internal Control Over Escrow l)eDosits 

See description of finding in Part 2 
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97-1 l,oan Subsidiary I,ed~crs 

NE1GI1BOR;IOOD HOU SING SERVICES 
OF LAFAY ET I'E. LOU ISIAN A . INC. 

Sum m ary Schedule of Prior Y ear Findings 
Year Ended April 30, 1998 

It was noted that the loan subsidiary ledger does not agree to the general ledger. This is due to 
corrections being m ade to the subsidiary for errors in posting principle and interest that are not being 
m ade to the general ledger. 

Recom m endation 

Any time an error in posting to the cash receipts journal is noted that affects the loan balances, the 
correction being m ade on the loan ledger should be m ade to the general ledger also. 

Follow -up 

During the current audit, a drastic improvem ent was noted, however, a few discrepancies were sti 
noted, therefore, the finding will be noted again in the current year as finding 98-3. 



NEIGHBORHOOD HOUSING SERVICES OF 
LAFAYETTE. LOUISIANA. INC. 

Schedule of Findings and Questioned Costs 
Year Ended April 30, 1998 

Part 1 Sum m ary of A uditor's Results 

FINAN CIAL STATEM ENTS 

Auditor's Report 

An unqualified opinion has been issued on Neighborhood ttousing Services of Lafayette, Louisiana 
Inc.'s financial statem ents as of and for the year ended April 30, 1998. 

Renortable Conditions - Financial Renortinv 

Four reportable conditions in internal control over financial reporting were disclosed during the audit 
of financial statem ents and are reported in Part 2 of this report as item s 98-2, 98-3, 98-4, and 98-6. 
All are considered to be m aterial weaknesses. 

M aterial N oncom nliance - Financial Reporting, 

There were no instances of noncompliance m aterial to the financial statem ents disclosed during the 
audit of the fnancial statem ents. 

FED ERA L A W A RD S 

M aior Proeram Identification 

Neighborhood Housing Services of Lafayette, Louisiana, Inc., at April 30, 1998 had two major 
program s: Comm unity Development Block Grant - Entitlement and IIOM E Investm ent Partnership 
Program , both which receive funds from the United States Departm ent of tIousing and Urban 
Development which passes through the Lafayette Consolidated Government. 

Low-Risk Auditee 

N eighborhood IIousing Services of Lafayette, Louisiana, Inc. is not considered a low-risk auditec for 
the year ended April 30, 1998. 

M ajor Proeram - Threshold 

The dollar threshold to distinguish Type A and Type B program s is $300,000 for the year ended April 
30. 1998. 

A uditor's Ret~ort -- M aior Proeram s 

An unqualified opinion has becn issued on Neighborhood Housing Services of Lafayette, Louisiana, 
lnc.'s compliance for its major programs as of and for the year ended April 30, 1998. 



NEIGHBORttOOD IIOUSIN G SERVICES OF 
LAFAY ETTE, LOUISIANA , INC. 

Schedule of Findings and Questioned Costs (Continued) 
Year Ended April 30, 1998 

Reoortable Conditions - M ajor Program s 

]'here werc three reportable conditions noted during the audit of the major federal programs. Thesc 
are shown in Part 3 as item s 98-1, 98-5, and 98-6. All are considered m aterial weaknesses. 

Com l~liance Findines Relate to M ajor Proeram s 

Two audit findings relative to the major federal award programs for Neighborhood tIousing Services 
of Lafayette, Louisiana, Inc. are reported in Part 3 of this report as item s 98-1 and 98-5. 

Part 2 Findings Relating to an Audit in Accordance w ith Govern m ent A uditing Standards 

98-2 Findin~ Related to Cash Accounts 

Finding 

Several of the cash account bank reconciliations did not reconcile to the general ledger. 
There was also one instance noted during the audit where a check was never recorded on the 
manual cash disbursements journal which is provided to the outside accountant to record the 
m onthly disbursem ents, therefore, it was never posted by the outside accountant nor recorded 
on the general ledger which is generated by the outside accountant. 

Recom m endation 

Care should be taken to insure that all checks written are recorded on the cash disbursements 
journal to insure that the outside accountant has included all disbursements on the general 
ledger. Bank reconciliation balances prepared by Neighborhood tlousing Services of 
Lafayette, Louisiana, Inc. should also be com pared to the related general ledger cash accounts 
on a m onthly basis w ith any differences being reconciled at that tim e. 

98-3 Loan Subsidiary Ledgers 

It was noted that the loan subsidiary ledger does not agree to the general ledger. This is due 
to corrections being m ade to the subsidiary for errors in posting principal and interest that are 
not being m ade to the general ledger. 

Recom m endation 

Any time an error in posting to the cash receipts journal is noted that affects the loan 
balances, the correction being m ade on the loan ledger should also be made to the general 
ledger. Neighborhood Housing Services of Lafayette, Louisiana, Inc. should research the 
cost of implem enling a com puterized loan ledger system which would elim inate all errors 
associated w ith m anual transactions, 
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N E1GItBORItOOD HOU SIN G SERV ICES OF 
LAFAYETTE, LOU ISIANA , INC. 

Schedule of Findings and Qucstioncd Costs (Continued) 
Year Ended April 30, 1998 

98-4 l.oan File D ocum entation 

Finding 

W hile reviewing the loan files, it was noted that several of the files lacked the proper 
docum entation as set forth in the loan policy, specifically, proof of current hom eowner's 
insurance w as m issing. 

Recom m endation 

The client should im plem ent procedures to verify that all necessary docum ents are in the loan 
files prior to closing the loan. Also, m anagem ent should continue efforts to m aintain the 
proper docum entation in all the loan files. 

98-6 Internal Control Over Escrow Am ounts 

Under an escrow agreem ent between the Organization and the eliem , the client remits 
m onthly, a portion of their hom eowner's insurance prem ium s, and annually when the policy 
renews, N H S is responsible for paym ent of the renewal prem ium to the carrier. 

Finding 

An instance occurred during the year where NH S collected insurance prem ium s from a client 
through an escrow agreem ent yet failed to pay the renewal prem ium to the insurance can'ier 
thtJs causing a lapse in coverage. During this lapse, an accident occurred and NfIS was held 
responsible for the dam ages. 

Recom m endation 

Procedures should be implem ented to m ore closely m onitor the collection and subsequent 
disbursement of escrow amounts to insure that all amounts are remitted timely. 

Part 3 Findings and Questioned Costs Relaling to the Federal Programs 

The following two findings were noted in the m onitoring report of the pass through agency 

98-1 lnadeouate Eouinm ent Inventory 

As required by grant agreem ents, the Organization is required to m aintain an equipment 
inventory  listing, including certain required inform ation. 
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N E1GIIBORttOOD HOU SIN G SERV ICES OF 
LAFAYETTE, LOUISIANA, INC. 

Schedule of Findings and Questioned Costs (Continued) 
Year Ended April 30, 1998 

Neighborhood tIousing Services of Lafayette, Louisiana, Inc. failed to m aintain an adequate 
inventory listing as required. The listing m aintained failed to include acquisition date, 
funding source and cost. 

Recomm endation 

Neighborhood ttousing Services of Lafayette, Louisiana, Inc. should begin to maintain an 
adequate inventory listing that contains all required inform ation. 

98-5 Inadenuate Loan Production 

In accordance w ith grant agreem ents and the size of the staff, the Organization was requircd 

to complete thirty eligible housing projects during the fiscal year ended April 30, 1998. 

Finding 

NHS failed to completed the required housing projects during the fiscal year 

Recom m endation 

The Board of Directors should develop an action plan which outlines the m ethod to be used ill 
order to com ply w ith the required productivity guidelines. M easurable goals m ust be 
established and a tracking mechanism m ust be developed in order to ensure that productivity 
is on schedule. This should be reviewed quarterly. 

98-6 Internal Control Over Escrow Devosits 

See description of finding in Part 2 



Response to finding 98-1 

NEIGHBORltOOD HOUSING SERVICES 
OF LAFAYET I'E, LOUISIANA , INC. 

M anagem ent's Corrective A ction Plan For 
Current Year Findings 

Year Ended April 30, 1998 

Neighborhood Housing Services of Lafayette, Louisiana, Inc. has m ade the necessary 
revisions to the equipm ent inventory listing to adhere to the requirem ents in the grant 
agreem ents. A copy was subm itted to the Lafayette Consolidated Governm ent on July 22, 
1998. 

Response to finding 98-2 

Procedures have been implem ented to insure that the bank reconciliations are compared to 
the general ledger monthly with any differences reconciled and all activity is posted to the 
manual cash disbursements journal provided to the outside accountant. 

P, esponse to finding 98-3 

The Organization has purchased and installed a com puterized loan ledger system , which 
should eliminate all discrepancies caused by the transactions being m anually recorded ill 
the past. All loans and related information will be com pletely entered into the new system 
by N ovem ber, 1998. 

Response to finding 98-4 

The Organization plans to establish a loan review com m ittee to perform due diligence on 
loan files within one m onth of the loan closing date. Checklists have been developed and 
im plem ented to insure that all required docum ents have been obtained. 

Response to finding 98-5 

M anagem ent has provided to the pass through agency a "Plan and A ssessm ent of Loans 
Closed" indicating the reason for the low volum e of loans is due to a lack of funding m ade 
available by the funding source. 

Response to finding 98-6 

The com puterized loan ledger system purchased and installed by the Organization 
generates a report which allows escrow balances to be closely m onitored. All loans and 
relate(] information will be completely entered into the new system by Novem ber, 1998. 
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NEIGHBORH OOD HOUSIN G SERVICES 
OF LAFAYETTE, LOUISIANA , INC. 

Com bining Statem ent of Financial Position 
April 30, 1998 

ASSETS 
Cash 
Due flora the Lafayette Consolidated Govern m ent 
Prepaid expenses 
Restricted assets: 
Cash 
Building, net of accumulated depreciation 
Due from other funds 
l.oans rcceivable, net 

Land 
Equipm ent, net of accunm lated depreciation 
Other receivables 
Due from other funds 

TOTAL ASSETS 

LIABILITIES AND NET ASSETS 

LIABII.IT1F.S (PAYABLE FROM 
CURRENT ASSETS) 
Accounts payable and accrued liabilities 
Due to other funds 
Other liabilities 
Capital lease payable 

LIABII.1TIES (PAYABLE FROM 
RESTRICTED ASSETS) 

Other liabilities 
D ue to ottler funds 
Tax and insurance payable 
Loan collections due to others 
Undisbursed loan proceeds 

TOTA l. I,IABIL1TIt'S 

NET ASSETS 
Restricted 
Unresnicted 

Total net assets 

TOTAL LIABILITIES AND 
NET ASSETS 

Operating 
Fund 

61,994 
19,879 
2,206 

47.411 

3,645 
17,001 

185 
1.552 

CDBG 
Revolving 
Loan Fund 

41,368 
20,636 
2,922 

291,549 

8,626 
6,796 

9 
__ 2.8t6 

18.277 

6,878 
5,492 
35AN1 
47.411 

1,038 
1.082 

2.120 

65.688 2.120 

88.185 
88.185 

354,355 

354~55 



 

NRC 
Revolving 
Loan Fund 

77,486 

1,614 
241.908 

It.O.M .E. 
Revolving 
Loan Fund 

Elim inations 
of 

Interfund 
Balances 

$ 

67,694 

2,260 
278.948 

(6,796) 

(1,552) 

61,994 
19,879 
2,206 

233,959 
20.636 

12,405 
3,645 
17,001 

185 

~....~'4~  ~ (8.34D 

$ $ $ 8,626 
(6,796) 

(6.796) 

9 
2.8~6 
I L42~I 

5 1,043 

248 222 (1,552) 

253 __  222 __ __ [lo5~52) 

6,878 
5,492 
35,041 

__  48,454 

253 __  222 ~ (8.348) 59.915 

348.680 

320.75~ 348.680 

1,023,790 
__ ~ u1iI5_ 
1,111.975 
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NEIGIIBORH OOD HOUSING SERVICES 
OF LAFAYETTE, LOUISIANA, INC. 

UNRESTRICTED NET ASSETS 
Support 
Passed through federal funds: 
l.afayette Consolidated Governm ent 
Other 

Contlibutious 

Revenue 
lnterest 
Other 
Eundraisiug 

N et assets released from restrictions 

Combining Statem ent of Activities 
April 30, 1998 

CDBG NRC H.O.M .E. 
Operating Revolving Revolving Revolving 
Fund Loan Fund Loan Fund Loan Fund 

$ 75,013 
63,100 

_ _ __ 2.233 
k4fl.34X~ 

1,286 
6,038 

__  2.202 
_ _ A9~026 

Total support, revenue and net assets 
released front restrictions _~129~327_ 

Expenses 
Personnel cost 
Accounting and auditing 
Legal 
Bad debts 
Contractual services 
Depreciation 
Insurance 
Telephone and utilities 
Dues & subscriptions 
Office supplies 
]'ravel and sem inars 
M aintenance 
Rent 
Interest 
Other 

Total expenses 

87,590 
11,450 
430 

845 
3,462 
4,913 
8,053 
338 

8,472 
2,354 
2,173 
2,200 
520 

__ A33A~  

Increase in unrestricted net assets __ _ 32.152 

TEM PORA RILY RESTRICTED N ET ASSETS 
Governm ental gi ants 
Revenue 

Interest 
Other 

29 

$ $ 

15,580 
9fl5 

16.485 

$ 75,013 
63,100 
2,233 

_ ~ 1_40~3A6 

1,286 
6,038 
2,702 
10.026 

19,955 

170.327 

87,590 
11,450 
430 

845 
3,462 
4,913 
8,053 
338 

8,472 
2,354 
2,173 
2,200 
520 

5,32fl 
__ ~ 38,12Q 

~ 2.152 

50.(L0~ 123.000 ~ 73.000 

11,024 
4.190 
15.214 

15,806 

925 
16.731 

42,410 
__ __  6.02Q 

48.430 



Expenses 
Bad debt 
Depreciation 
Other 

Total expenses 

Net assets released from restrictions: 
ResU ictions satisfied by paym ents 

N EIGHBORHOOD ][lOUSING SERVICES 
OF LAFAYETFE, LOUISIANA, INC. 

Combining Statement of Activities (Continued) 
April 30, 1998 

Increase in temporarily restricted net 
assets 

INCREASE IN NET ASSETS 

NET ASSETS, beginning 

NET ASSETS, ending 

CDBG NRC H.O.M .E. 
Operating Revolving Revolving Revolving 
Fund Loan Fund Loan Fund Loan Fund 

(6,102) 2,169 1,248 
2.330 

(3.772) 
6O 

2.229 1.248 

(2,685) 
2,330 

60 
__  (295) 

~2.~3_6) (13.015) ~ t.5~A) _~ 19.955) 

17.821 _ __ ~9.970 133.979 201 ~Z7_0 

32,157 17,821 49,970 133,979 233,927 

56.028 336.53~ 270.785 214.701 878.048 

$ 88.185 $~ 25_4~ ~3 53 53 53 53 53 53 53 53~ _ $ 320.755 $ 348.6~LQ 


