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C H A R M A IN E PH IL IPS-PL A TE N B U R G  
Certified Public A ccountant 

INI)EPENDENT AU DITOR 'S REPORq 

q'o Ihe Board of Directors 
D esire Com m unity Housing Corporation 

I have audited the accom panying statem ent of financial position of D esire Colm nuniiy llousing 

Corporation (a non-profit corporation) as of December 31, 1998 and the rclatcd slatcmcnts of 
activities, and cash flow s for the year then ended. These financial statem ents are the responsibility of 
D esire Conm m nity ltousing Corporation's m anagem ent. M y responsibility is to express an opinion 
on these financial stalcm ents based on nay audit. 

1 conduclcd m y audit in accordance w ith generally accepted auditing slandards and Gover, me,t 
Auditing Standards, issued by the Com ptroller G eneral of the Uniled States. Those Slandards require 
lhat 1 plan and perform the audit to obtain reasonable assurance about w hether the financial 
statem ents are fi'ee of m aterial m isstatem ent. An audit includes exam ining, on a test basis, evidence 
supporling the am ounts and disclosures in the financial stalcm enis. An audit also includes assessing 
lhc accounting principles used and significant cstim atcs m ade by m anagem ent, as w ell as evaluating 
the overall financial statcm cnt presentation. I bclievc thai m y audit provides a reasonable basis for 

In m y 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 Corporation as of D ecem ber 31, 1998, and the 
changes in ils net assets and its cash flows for the year then ended in conform ity w ith the generally 
accepted accounting principles. 

M y audit w as m ade for the purpose of forming an opinion on thc basic financial stalcm cnls of D esire 
Conm m nity Housing Corporation taken as a wholc. Thc accom panying supplem ental inform ation 
listcd in the table of contents is presented for the puq)osc of additional analysis and is not a rcquircd 
pall ofthc basic financial statem ents of D esire Com m unity H ousing Corporation. The Schcdulc of 
Expcndilures of Federal Aw ards is required by thc U . S. Office of M anagem ent and Budgcl Circular 
A-133, "Audits of States, Local Govern m ents, and Non-Profits Organizations." Such inform ation 

has been subjected to the auditing proccdurcs applied in the audit of the basic financial statements 
and, in nay opinion, is fairly stated in all m aterial respects in relation to thc basic financial stalcm cnts 
lakeu as a whole. 
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]11 accordance w ith Government Auditing Standards, 1 have also issued a report dated August 31, 
1999, on m y consideration of D esire Com m unity ltousing Corporziion's intern al control 
structure over financial reporting and nay test of its com pliance with certain provisions of law s, 
regulations, contracts and grants. 

, 

Charm aine Philips-Platenr~urg, Cr~ , 

N ew Orleans, LA 
August 31, 1999 



D ESIRE CO M M U NITY H O U SING C O RPO R ATIO N 

Statem ent of Financial Position 

As of D ecem ber 31, 1998 

A ssets 

Current A ssets: 

Cash and Cash Equivalents 

A ccounts Receivable 

Contracts Receivable 

O ther 

Total Current A ssets 

O ther A ssets: 
N otes Receivable 

Less: A llow ance for D oubtful A ccounts 

Total Other A ssets 

Fixed A ssets 

Buildings and Land 

Furniture, Fixtures and Equipm ent 

l,ess: A ccum ulated D epreciation 

Total Fixed A ssets 

TolalA ssets 

IAabilities & Stockholder's Equity 

Current Liabilities: 

A ccounts Payable 
Payroll Taxes Payable 

Total Current Liabilities 

O ther Liabilities: 

Esclow & Tenant D eposits 

lanes of Credit 

Total O ther Liabilities 

Total Liabilities 

N et A ssets: 

U nrestrictcd 

Tem porarily Restricted 

Total N etA ssets 

Total Liabilities& N etA ssets 

See Accom panying A uditor's R eport and Notes 

$ 372,686 

36,578 

55,064 

9,364 

473,692 

97,584 

(20,928) 

76,656 

3,772,497 

79,485 

(459,310) 

3.392.672 

3,943,020 

70,792 

2.820 

73.612 

8,786 

448.396 

457.182 

530,794 

2,522,673 

889.553 

3.412.226 

$ 3,943,020 
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D ESIRE CO M M UN ITY H O U SING CO R PO R ATIO N 
Statem ent of A ctivities 

For the Y ear Ended D ecem ber 31, 1998 

]~,even lies: 
Contract Appropriations 
O tber Incom e 
N et A ssets released from restrictions 

Total Revenues 

Expenses: 

Payroll Expenses 
Professional Fees - Contractors 
Professional Fees - A ccounting & I.egal 

Ploperty & Equipm ent, Capitalized 
i~.ent 
l)epleciation Expense 
Insurance 
M aintenance/Repairs/U tilities 
Construction Expense 

Operator Expense 
Inlerinl Finances 

Bad D ebt Expense 
Rent 

Total Expense 

Increase in N et A ssets 

U nrestricted 

1,025,183 
1,223,482 

Tem porarily 
R estricted Total 

$ 1,399,519 $ 1,399,519 
1,025,183 

2,248,665 176,037 2,424,702 

768,295 
365,664 
207,898 

162,654 
10,837 
137,661 

133,052 
112,377 

81,834 

63,931 
55,788 
20,928 
148.674 

(20,928) 

N et A ssets, Beginning Balance 2,543,601 713,516 

N et A ssets, Ending Balance 

See Accompanying Auditor's Report and Notes. 

768,295 

365,664 
207,898 
162,654 
10,837 
137,661 

133,052 
112,377 
81,834 

63,931 
55,788 
20,928 
148.674 

2,269,593 

55.109 

3,257,117 

2.522,673 $ 889,553 $ 3.412.226 
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DESIRE C O M M UN ITY H O U SING CO RPO R ATIO N 
Statem ent of Cash Flows 

For the Y ear Ended D ecem ber 31, 1998 

C ash Flows from O perating Activities: 

Increase in N et A ssets 

Adjustments to reconcile increase net assets to net cash 
provided by operating activities: 

l)epreciation Expense 

D ecrease in Receivables 
D ecrease in A ccounts Payable & Payroll Taxes Payable 

Increase in Tenant Deposits & Escrow 

N et Cash Provided by Operations 

('ash Flow s from Investing Activities: 
Purchase of Property, Furnilure, Fixtures and Equipm ent 

N et ('ash U sed In Investing A ctivities 

C ash Flows from Financing A ctivilies: 
W ithdrawals on Line of Credit, net of paym ents 
Principal Paym ents on M ortgage Payable 

N et Cash Provided by Financing A ctivitics 

N et Increase In Cash and Cash Equivalents 

Cash and Cash Equivalents at Beginning of Year 

C ash and C ash Equivalents at End of Y ear 

See Accompanying Auditor's Report and Notes. 

155.109 

137,661 
394,112 

(35,690) 
(4,282) 

646.910 

(923,745) 

445,146 

(81,744) 

363.402 

86.567 

286.119 

372.686 
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N O TES TO TH E FINAN CIAL STA TEM EN TS 
D esire Com m unity H ousing Corporation 

D ecem ber 31, 1998 

NO TE A - SUM M ARY O F SIG NIFICANT A CCO U NTING PO LICIES 

A sum m ary of the significant accounting policies consistently applied in the preparation of the 
accom panying financial statem ents follow s: 

N ature of Activities 

D esire Com m unity Housing Corporation is a nonprofit corporation organized under the law s of 
tile State of Louisiana. The Organization addresses an array of issues for low to m oderate- 
incom e individuals. The m ission of the Organization is accom plished through the developm ent 
of affordable housing through rehabilitation and new construction, adm inistering certified 
housing counseling services, providing safe quality housing and social services for senior 
citizens and offering professional day care and pre-sehool educational opportunity for children. 

The corp oration is supported prim arily through governm ent contracts. Accordingly, 58%  of the 
corporation's support for the year ended D ecem ber 31, 1998 cam e from goveru tnent contracts. 

Finaucial Statem ent Presentalio 

The financial statem ents arc presented in accordance w ith requirem ents established by the 

Financial Accounting Standards Board (FASB) as set forth in the Statement of Financial 
A ccounting Standards N o. 117, "Financial Statem ents of N ot-For-Profit Organization,

"
. This 

statem ent requires reporting, the Organization's financial position and activities according to 
three classes of net assets: (a) unrestricted net assets, (b) temporarily restricted net assets, and (c) 
perm anently restricted net assets. There are no permanently restricted net assets. 

Revenue Recognition 

Contributcd support is reported as unrestricted or restricted depending on the existence of donor 
stipulations that lim it the use of the support. W hen a donor restriction expires

, thai is, w hen a 
stipulated tim e restriction ends or purpose restriction is accom plished, tem porarily restricted net 
assets are classified to unrestricted net assets and reported in the statem ent of activity as "net 
assets released fi'om restrictions". 

Contracts Receivables 

The Organization considers contracts receivable to be fully collectible since the balance consists 
principally of paym ents due under govern m ental contracts. 



N O TES TO TH E FINAN CIAL STA TEM EN TS 
D esire Com m unity H ousing Corporation 

D ecem ber 31, 1998 

NOTE A - SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUEI)) 

Loans 

l,oans are stated at the am ount of unpaid principal, reduced by an allow ance for loan losses. 
Interest oll loans is calculated by using the sim ple interest m ethod on daily balances of the 
principal am ount outstanding. 

M anagem ent review s the Corporation's loan portfolio to determ ine the existence of and extent of 

which notes are subject to special consideration as to any dotlbt regarding their collectibility. All 
nonaccrual loans are considered to be im paired in accordance w ith SFA S N o. 114, "Acconnting 

by Creditors for hnpairment era Loan." W hen, in management's judgment, a loan is determined 
to be of doubtful collectibility, the loan is charged to the Reserve for Loan Losses, subject to 
approval from the funding source, if applicable. 

Accrual of interest is discontinued on a loan when m anagem ent believes, after considering 
econom ic and business conditions and collection efforts, that the borrow ers' financial condition 
is such that collection of interest is doubtful. 

vision and R eserve for Loan Losses 

The reserve for possible loan losses is m aintained to provide for possible losses inherent in the 
loan portfolio. On Jam mry 1, 1995, the corporation adopted SFA S N o. 114, as anacndcd by 
SFA S N o. 118 "A ccounting by Creditors for hnpairm ent of,a Loan lncom e Recognition and 
l)isclosurcs." In accordance w itb SFA S N o. 114, the 1995 reserve for possible loan losses 
related to loans that arc identified as im paired is based upon discounted cash flow s using the 
loan's initial effective interest rate or the fair value of the collateral. 

M anagem ent determines tbe appropriate level ofrcscrvc to be m aintained based on an analysis of 
the portfolio and evaluation of econom ic factors. Provision for loan losses is recognized by a 
charge to expense or a reduction of m onies due to tile funding source depending on the source of 
tile loan proceeds, llow ever, because such factors as loan growth, the future collectibility of 
loans and the am ounts and tim ing of future casb flow s expected to be received on im paired loan 
proceeds, ltow cvcr, because such factors as loan growth, the future collectibility of loans and 
the am ounts and tim ing of filture cash flow s expected to bc received on im paired loans are 
uncertain, the level of future provisions generally cannot be predicted. 



N O TES TO TH E FINAN CIAL STA TEM EN TS 
D esire Com m unity H ousing Corporation 

D ecem ber 31, 1998 

NOTE A - SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Buildinu and lm nrovem ents 

Cash and Cash Eouivalents 

The Organization considers all highly liquid investm ents available for currcnt use w ith an 
original m aturity of three m onths or less to be cash equivalents

. 

U se of Estim ates 

N O TE B - A C C O U NTS R EC EIV A BLE 

The Organization considers accounts receivable to be fully collectible
. The balance consisls 

principally of paym ents due under rental contracts
. 

N O TE C - C O N TR A CT R ECEIVA BLE 

The Organization contracts w ith various federal
, state and local funding agencies. A s of 

December 31, 1998, there were several reim bursable program s totaling $55
,064. 



N O TES TO TH E FINAN CIAL STA TEM EN TS 
D esire Com m unity H ousing Corporation 

D ecem ber 31, 1998 

N O TE D - RESERVE FO R LO AN LO SSES 

A sum m ary of the activity in the Reserve for Loan Losses for thc year ended D ecem ber 31, 1998 
follow s: 

Balance at beginning of year $ 0 

Increase of reserve as a charge to 
D ue to funding source 

Balance at end of year 

N O TE E - LA N D A N D BU ILD IN G 

1 ,and and building at D ecem ber 31, 1998 consists of the follow ing 

Building and Land 
Furn iture, Fixtures and Equipm ent 

20,928 

$ 20,928 

$3,772,497 
79,485 

Less accum ulated depreciation <459,310> 

N O TE F - IN C O M E TA X ES 

Thc D csirc Com m unity tlousing Corporation is exem pt from corporate incom e taxes under 
Scclion 501(c)(3) of the lntcmal Revenue Code. 

N O TE G - BO A R D O F D IR ECTO R S C O M PEN SA TIO N 

Thc board of directors is a voluntary board; therefore, no com pensation w as paid to any board 
m em ber during the year ended Decem ber 31, 1998. 



N O TES TO TH E FINA N CIAL STA TEM EN TS 
D esire Com m unity H ousing Corporation 

D ecem ber 31, 1998 

N O TE 11 - ECO N O M IC DEPENDENCY 
The Organization receives a majority of its revenue from funds provided through contracts 
adm inistered by federal, state and local govern m ent agencies. The grmat am ounts are 
appropriated each year by the federal and local governm ents. If significant budget cuts arc m ade 
at the federal and/or local level, the anaount of the funds the Organization receives could bc 
reduced significantly and have an adverse im pact on its operations. M anagem ent is not aw are of 
any actions that w ill adversely affect the am ount of funds the Organization w ill receive in tile 
next fiscal year. 

NO TE 1 - LIN E O F CREDIT 

The Organization has three unsecured lines of credit with Hibernia National Bank (2) and Bank 
One (1). As of December 31, 1998, the outstanding balance of the lines of credit was $448,396. 

NO TE J - C O NCEN TR ATIO N O F CREDIT R ISK S 

D uring tile year the bank balances of single or aggregate accounts m ay exceed the FD IC secured 
lim it of 100,000. A s of D ecem ber 1, 1998, the agency had credit risks as follow s: 

Cash Balance 
FDIC Security 

Credit Risks 

$ 216,073 
100,000 

N O TE K  - M O R TG A G E R ECEIVA BLES 

The Organization has three m ortgages totaling $97,584 as of December 31,1998 

NO TE L - C O NTRIBUTIO NS AND D O NATIO N S 

The Organizalion receives funds from raffl es and other fundraisers for the annual Christm as 
party. A dditional funds are used for adm inistrative item s for the Organization. 

10 



SUPPLEM EN TA L IN FORM A TION  



DESIRE CO M M UNITY tlO U SING CO R PO RATIO N 

SCH EDULE O F EXPENDITURES O F FEDERA L A W A RDS 

IO G R A M  TITLE 

For the year ended D ecem ber 31, 1998 

ll.S. I)F.PAI~.TM EN T OF A GRICULTURE 

FEDERAL 
C FD A 
NUM BER EX PEDIrI'URES 

Passed through the Stale of l.ouisiana's 
Departm ent of Education: 

Food D istribution 10.550 

ll.S.I)EPA RTM EN T O F HEALTII& 
1U M AN SERV ICES 

Passed through the State of Louisiana's 
D epartm ent of Social Services: 

Child Care Services 

Project Independence 

TOTA L U .S. D EPA RTM EN T OF 
IIEAI.Tll & IlUM AN SERV ICES 

U .S. D EPARTM EN T OF IIOU SINC 
AN D U RBAN I)EV EI,OPM EN 

asscd through the City of N ew Orleans 
Com m unity D evelopm ent Block Grant 
Program Entitlem ent Grants 
11 om e Investm ent Partnerships Program 

TO TA L IA.S. D EPA RTM EN TO F 
]lOU SING AND U RBAN 
1)EV ELO PM EN T 

93.600 
93.600 

14.218 
14.239 

OTA I. EX PEN DITUP, ES OF FEDEI~.AL AW ARD S 

$ 54.755 

22,418 
13,416 

35.834 

290,451 
1,535,518 

$1,825,969 

$1,916,558 



C H A R M A IN E PH IL IPS-PL A TE N B U R G  
Certified Public Accountant 

INDI';I'ISN I)EN T AU DITOR'S REPORT ON COM PLIAN CE AN D INTERN AL CONTROIJ OVF, P, 
FINAN CIAL REPORTING BA SED ON AN AUD IT OF FINAN CIAL STATEM ENTS 
PERFORM ED IN ACCOR1)AN CE W IT11 GO VERNM EN TA UDI'llNG STAN])ARDS 

To the Board of D irectors of 
l)csire Com nm nity Itousing Corporation 

1 havc audited thc financial statements of Desire Comnmnity Housing Corporalion (a non-profit 
corporation) as of and for the fscal year ended December 31, 1998, and have issued my report 
thereon daled August 31, 1999. 1 conducted m y audit in accordance with generally accepted audiling 
standards and the slandards applicable to financial audits contained in Governmental Audith 
Standards, issued by the Com ptroller General of the United Stales 

Com pliance 

As parl of obtaining reasonable assurance about whether Desire Com m mfiiy ltousing Coq~oralion's 
financial slatem ents are free of m aterial m isstalem ent, I perform ed tests of its com pliance w ith cerlain 
provisions of law s, regulations, contracts, and grants, noncom pliance w ith which could have a direcl 
and m aterial effect on the delerm ination of financial statem ent am onnls, llowcver, providing an 

opinion on compliance with those provisions was not an objective of my audit, and accordingly, 1 do 
not express such aJ1 opinion. The results of m y tests disclosed instances of noncom pliance lhal arc 
required to be reported under Governm ental Auditing Slandards and w hich are described in the 

accompanying schedule of Findings and Questioned Costs as items 98-7 and 98-8. 

ntem al Control O ver Financial Renortin~ 

In planning and performing m y audit, 1 considered D esire Conm m nity ltousing Coq~oraiion's 
intern al control over financial repelling in order to determ ine m y auditing procedures for the purpose 
of expressing m y opinion on the financial statem ents mad not to provide assurance on the internal 
control over financial repelling. H owever, 1 noted certain m atters involving the intern al control over 
financial reporting and its operation that I consider to be reportable conditions. Rcporlable conditions 
involve m atters com ing to m y attention relating to significant deficiencies in the design or operation 

of the internal control over financial reporting that, in my judgement, could adversely affect New 
Orleans A ffordable Hom eowncrship Inc.'s ability to record, process, sum m arize, and rcporl financial 
data consistent w ith the assertions of m anagem ent in the financial statem ents. Reporlable conditions 
are described in tbc accom panying schedule of findings and questioned costs as item s 98-1, 98-2, 98- 
3, 98-4, 98-5, and 98-6. 

A m aterial w eakness is a condition in which the dcsign or operation of onc or m ore of the internal 
control com ponents does not reduce to a relatively low level the risk that m isstatem cnls in am ounls 
lbat w ould be m atcrial in relation to the financial statem ents being audited m ay occur and not be 
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dctectcd w ilhin a tim ely period by the em ployees in the norm al course of performing 
lhcir assigned fim ctions. M y consideration of the internal control over financial reporling 
w ould not necessarily disclose all m atters in the inlernal eonlrol structure that m ight be 
reportable conditions and, accordingly, w ould nol necessarily disclose all reportable 
conditions lhal are also coi~sidcrcd to be m aterial w eaknesses. How ever, of the reported 
conditions described above, 1 consider item 98-6 to be a m aterial w eakness. 

This report is intended solely for the information of the audit com m ittee, m anagcm cnl, 
and federal aw arding agencies and pass-through entities. How ever, this report is a m ailer 
of public record and its distribution is not lim ited. 

Charnaaine Philips-Platenburg," CPA 

N cw Orleans, LA 
August 31, 1999 



C H A R M A IN E PH ILIPS-PLATE N B U R G 
Certified Public Accountant 

INDEPENDENT AUDITOR'S REPORT ON COM I'LIANCE W ITtt REQUIREM I';NTS 
APPLICABLE TO EACH M AJOR PP.O OP.AM  AN D ON INTERN Al. CON TRO L S'I'I~.U CTU I~.E 

OV ER COM PLIAN CE 1N ACCORI)AN CE W ITII OM B CIRCULAR A-133 

To lhc Board of Directors of 
l)esirc Com m unity Housing Corporation 

Com pliance 

1 have audited the com pliance of Desire Com m unity Housing Corp oration w ith the types of 

compliance requirements described in the "U. S. Offi ce of M anagement and Budget (OM B) Circtflar 
A-133 Compliance Supplement" that are applicable to each of its major federal programs for thc 
fiscal year ended December 31, 1998. I)esirc Community Housing Corporation major federal 
program s arc identified in tim smnm ary of auditor's rcstllts section of the accom panying schedule of 
findings and questioned costs. Com pliance w ith the requirem ents, law s, regulations, contracts and 

grants applicable to each of its major fcdcral programs is the responsibility of Desire Comnmnity 
llousing Corporation's m anagem ent. M y responsibility is to express an opinion on the 
O rga~ization's com pliaace hased on m y audit. 

I conducted m y audit of com pliance in accordance w ith generally accepted auditing standards; thc 
standards applicable to financial audits containcd in Governmental Auditing Standards issued by thc 
Com ptroller G eneral of the U nited States; and O M B Circular A -133, "A udits of States, Local 
Govermnents, and N on-Profit Organizations." Those standards and OM B Circular A-133 require 
that I plan and perform tbc audit to obtain reasonable assurancc aboul whether noncom pliance w ith 
the types of com pliance requirem ents 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 
D esire Com m unity Housing Corporation's com pliance w ith those requirem ents and perform ing such 
other procedures as 1 considered necessary in the circum stances. 1 believe that m y audit provides a 
reasonable basis for m y opinion. M y audit does not provide a legal determ ination of D esire 
Com m unity ttousing Corp oration's com pliance w ith those requirem ents. 

A s described in item s 98-7, and 98-8 in the accom panyil~g schedule of findings and quesiioncd costs, 
D esire Conm m nity ltousing Corporation did not com ply w ith the requirem ents regarding A llow able 

Cosl/Cost Principles, that are applicable to its major federal programs. Compliance with such 
requirem ents is necessary, in nay opinion, for the Organization to com ply w ith requirem ents 
applicable to that program . 

In m y opinion, except for the noncom plimace described in the preceding paragraph, D esire 
Com nm nity H ousing Corporation com plied, in all m aterial respects, w ith the requirem ents referred to 

above that are applicable to each of its major federal progrmns for the fiscal year ended December 31, 
1998, 

340 Poydras Slrcct * Suile 2130 
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nternal Control Over Com pliance 

Desire Connnunity tlousing Corporation's intern al control over com pliance w ith 

requirements that could have a direct and material effect on a major federal program in 
order to determ ine nay auditing proccdures for ihc purpose of expressing nay opinion on 
com pliance and to test and report on internal control over com pliance in accordance w ith 
OM B Circular A-133. 

I noted certain m ailers involving the internal control over com pliance and its operation 
that I consider to be reportable conditions. Reportable conditions involve m atters com ing 
to m y altention relating 1o significant deficiencies in the design or operation of the 

internal control over compliance that, in nay judgement, could adversely affect Desire 
Com m unity ftousing Corporation's ability to adm inister a federal program in accordance 
with the applicable requirem ents of laws, regulations, contracts, and grants. Reportable 
conditions are described in the accom panying schedule of findings and questioned costs 
as item s 98-1, 98-2, 98-3, 98-4, 98-5, and 98-6. 

A m aterial w eakness is a condition in which the design or operation of one or m ore of the 
b~lem al control com ponenls does not reduce to a relatively low Jcvel tim risk that 
noncom pliance w ith the applicable requirem ents of law s, regulations, contracts, and 
grants that would be material in relation to a major fbderal program being audited may 
occ~J at~d not be dc~ected withir~ a tim ely pct'/od by em ployees it] the nonnal course of 
perform ing their assigned functions. M y consideration of the internal control over 
com pliance would not necessarily disclose all m atters in the intern al control that m ight be 
reportable conditions and, accordingly, would not necessarily disclose all reportable 
conditions that are also considered to be m aterial w eaknesses. ]Iow evcr, of the 
reportable conditions described above, ] consider item 98-7 to be inaterial w eaknesses. 

This report is intended for the inform ation of the audit com m ittee, m anagelnent, and 
federal aw arding agencies and pass-through entilies. How ever, this reporl is a m atter of 
public record, and its distribution is not lim ited. 

hilips-Platenburg", CPA 

New Orleans, LA 
A ugust 31, 1999 
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DESIRE CO M M UNITY H O U SING CO RPO RATIO N 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

For the year ended D ecem ber 31, 1998 

F A U D IT R ESU LTS. 

An unqualified opinion w as issued on the financial statem ents of the auditcc 

Reportable conditions in internal control w ere disclosed by the audit of the 
financial statem ents and som e conditions w ere deem ed to be m aterial w eaknesses. 

The audit disclosed three instances of noncom pliance that m ay be m aterial to the 
financial statem ents of the audits. 

Reportable conditions in internal control over major programs were disclosed by 
~he audit and such conditions were not deem ed m aterial w eaknesses, 

A qualified opinion was issued on compliance for major program 

The audit findiugs required to be reported under Section 510(a) of Circular A-133 
are reportcd in Part C of this schedule. 

The major programs for the year ended December 31, 1998 consists of thc 
follow ing: 

Hom e Investm ent Partnership Program 
Regional Opportunity Counseling Program 
D esire Square Im provem ents Phase II 

CFDA N o. 14.239 
CFDA N o. 14.239 
CFDA N o. 14.218 

The dollar threshold Io distinguished between Type A and Type I~ program s w as 
$300,000. 

9. The auditee did not qualify as a low -risk auditce 



D ESIR E C O M M UN ITY H O U SIN G C O R PO RA TIO N 

SCItEDULE OF FINDINGS AND QUESTIONED COSTS-CONTINUED 

For the year ended D ecem ber 31, 1998 

B. FIN D IN G S-FINA N C IAL STA TEM EN TS AU D IT 

R eportable C onditions 

98-1. A ccounting System  

Statem ent of Condition 

The prior year audit adjustments were not recorded in the general ledger 

Criteria: 

Prior year audit adjustments should be recorded to assure the accuracy and 
com pleteness of the financial statem ents. 

Effect of Condition: 

Failure to record prior year audit adjustments will result in misleading finaucial 
statem ents. 

Questioned Costs: 
N one 

Cause of Condition: 

Prior year audit adjustments were not recorded 

Recom m endation: 

Prior year audit adjustments should be recorded to assure the accuracy and 
com pleteness of the financial statem ents. 

Response; 
See corrective action plan 



D ESIRE C O M M UN ITY H O U SIN G C O R PO R ATIO N 

SCI1EDULE OF FINDINGS AND QUESTIONED COSTS-CONTINUED 

For the year ended D ecem ber 31, 1998 

98-2. Contracts Receivable 

Statem ent of Condifio 
Contracts receivable were not properly stated in the financial statem ents 

Criteria: 
Contracts receivable should reflect the m oney due from the funding source 

Effect of Condition: 
Failure to assure the accuracy of the contract receivable w ill result in m isleading 
financial statem ents. 

Questioned Costs 
N onc 

Cause of Condition: 
Contracts receivable are not review ed m onthly to assure accuracy and 
eollcctibility. 

Recom m cndation: 
The contracts receivable listing should be review ed m onthly for accuracy and 
colleclibility. 

R esponse: 
See corrective action plan 
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D ESIRE C O M M UN ITY H O U SIN G CO R PO RA TIO N 

SCltEDULE OF FINDINGS AND QUESTIONED COSTS-CONTINUED 

98-3. M ort~,aees 

For the year ended D ecem ber 31, 1998 

Statem ent of Condition: 
The subsidiary ledger w as not in agreem ent w ith the general ledger 

Criteria: 
Subsidiary  ledger should agree to the general ledger account. 

Effect of Condition: 
Failure to m aintain accurate loan balances w ill result in m isleading financial 
statem ents. 

Questioned Costs 
N one 

Cause of Condilion: 
Subsidiary loan ledger w as not rcconcilcd to general ledger account. 

Recom m endation: 
To assure the accuracy of the financial statem ents, the subsidiary loan lcdgcr 
should be reconciled to the general ledger control account. All reconciling ilcm s 

should be identified, and adjusted accordingly. 

Response: 
Scc corrective action plan 



D ESIR E C O M M UN ITY IIO U SIN G C O R PO RA TIO N 

SCItEDULE OF FINDINGS AND QUESTIONED COSTS-CONTINUED 

For/he year ended D ecem ber 31, 1998 

98-4. Provision For Loan I,osses 

Statem ent of Conditio 
3"he adequacy of the provision for 

adjusted by the Board of Directors 
year-end. 

possible loan losses is not review ed and 

The provision for loan losses is adjusted at 

.Criteria: 
Loan losses should be reviewed quarterly by the Board of Directors and revised 
accordingly. 

Effect of Condition: 
The financial statem ents w ill be m isleading 

Questioned Costs 
N one 

Cause of Condition: 
Provision for loan losses is not review ed by the Board of D irectors for its 
adequacy. 

Recom m endation: 
To assure the Corporation m aintain m~ adequate provision for loan losses, the 
adequacy of the provision for loan losscs, the adequacy of the provision for loan 
losses should be review ed quartcrty by the Board of D irectors and revised 
accordingly. By m aintaining an adequate reserve, the financial statem ents w ill be 
m ore m eaningful. 

R esponse: 
See corrective action plan 
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D ESIR E C O M M U NITY H O U SIN G  C O R PO R ATIO N 

SCIIEDULE OF FINDINGS AND QUESTIONED COSTS-CONTINUED 

98-5. G eneral ledger 

For the year ended D ecem ber 31, 1998 

Statem ent of Conditio 
The general ledger w as out of balance and did not agree to the financial 
statem ents. 

Criteria: 

All ledgers (including subledgers) should agree to the fnancial statements 

Effect of Condition: 
The fiuancial statem ents could be incorrect. 

Questioned Costs 
N olle 

Cause of Condition: 
Finaucial statem enls w ere not review ed on a m onthly basis for accuracy and 
com pleteness. 

R econlm eudalion: 
Financial statem ents along w ith ledgers and supplem entary schedules should be 
review ed on a m onthly basis w ith the organization's certified public accountant. 
In addition, the financial statem ents should be presented to the Board of D ircctors 
for approval. 

R esponse: 
See corrective action plan 
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DESIRE CO M M UNITY H O U SING CO RPO RATIO N 

SCnEDUI,]~ OF' FINDINGS AND QUESTIONED COSTS-CONTINUED 

For the year ended D ecem ber 31, 1998 

98-6. O m itted Transactions 

Statem ent of Condition 
The Organization did not record all financial transactions pertaining to its line of 

credit in the financial statem ents 

Criteria: 
In accordance with OM B Circular No. A-133, Section 310(a) Financial 
Statements "The auditee (Organization) shall prepare financial statements that 
reflect its financial position, results of operation or changes in net" assets, and 
where appropriate, asia flow s for the fiscal year audited. Furtherm ore, financial 
statem ents m ust contain all financial data in order to accurately present an cntity's 
econom ic resources and/or obligations at a point in tim e, or claanges there in for a 
period of ~m e, in aecordm~ce w i'~h generally accepted acconnting pri~ciples. 

Effect of Condition: 
The O rganization did not m aintain adequate financial statem ents for the year 

ending D ecem ber 31, 1998. 

Questioned Costs 
N one 

Cause of Condition: 
M anagem ent failed to present financial statcm cl~ts in conformity w ith generally 
accepted accounting principles. 

Rcconnnendafion: 
M anagem ent should im plem ent procedures to assure that all financial transactions 
arc properly recorded in the organization's financial statem ents. 

R esponse: 
See correeti\,e action plan 
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D ESIRE C O M M U N ITY H O U SIN G C O R PO R ATIO N 

SCItEDULE OF FINDINGS AND QUESTIONED COSTS-CONTINUED 

For the year ended Decem ber 31, 1998 

C. FINDING S AND O UESTIO NED CO STS-M AJO R FEDER AL AW ARD 

98-1. A ccounting System  

Statem ent of Condition 

The prior year audit adjustments were not recorded in the general ledger 

Criteria: 

Prior year audit adjustments should be recorded to assure the accuracy and 
com pleteness of the financial statem ents. 

Effect of Condition: 

Failure to record prior year audit adjustments will result in misleading fiuancial 
statem ents. 

Questioned Costs: 
N one 

Cause of Condition: 

Prior year audit adjustments were not recorded 

Recom m endation: 

Prior year audit adjustments should be recorded to assure the accuracy and 
com pleteness of the financial statem ents. 

R esponse: 
See corrective action plan 



DESIRE CO M M UNITY IIO USING CO RPO RATIO N 

SCttEDULE OF FINDINGS AND QUESTIONED COSTS-CONTINUED 

For the year ended Decem ber 31, 1998 

98-2. Contracts Receivable 

Statem ent of Conditio 
Contracts receivable w ere not properly stated in the financial statem ents 

Criteria: 
Contracts receivable should reflect the m oney due from  the funding source 

Effect of Condition: 
Failure to assure the accuracy of the contracts rcceivable w ill result in m isleading 
financial statem ents. 

Questioned Costs 
N one 

Cause of Condition: 
Contracts rcccivable are not review ed m onthly to assure accuracy and 
collccfibility. 

Reconlm endation 
The contacts receivable listing should be review ed m onthly for accuracy and 
collectibility. 

Response: 
See corrective action plan 



D ESIR E C O M M U NITY H O U SIN G C O R PO R ATIO N 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS-CONTINUED 

98-3. M orteaees 

For the year ended Decem ber 31, 1998 

Statem ent of Condition 
The subsidiary ledger w as not in agreem ent w ith the general ledger 

Criteria: 
Subsidiary  ledger should agree to the general ledger account 

Effect of Condition: 
Failure to m ainlain accurate loan balances w ill result in m isleading financial 
statem ents. 

Questioned Costs 
N one 

Cause of Condition: 
Subsidiary loan ledger w as not reconciled to general ledger account 

F.ccom m endation: 
To assure the accuracy of the financial stalem ents, the subsidiary loan ledger 
should be reconciled Io the general ledger control account. A ll reconciling item s 

should be identified, and adjusted accordingly. 

Response: 
See corrective action plan 
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DESIRE CO M M UNITY H O U SING CO RPO RATIO N 

SCIIEDULE OF FINDINGS AND QUESTIONED COSTS-CONTINUED 

For the year ended D ecem ber 31, 1998 

98-4. Provision For Loan Losses 

Statem ent of Conditio 
The adequacy of the provision for 

adjusted by the Board of Directors 
year-end. 

possible loan losses is not review ed and 

The provision for loan losses is adjusted at 

Criteria: 
Loan losses should be reviewed quarterly by the Board of Directors and revised 
accordingly. 

Effect of Condition: 
Tile financial statem ents w ill be m isleading 

Questioned Costs 
N one 

Cause of Condition: 
Provision for loan losses is not review ed by the Board of Directors for its 
adequacy. 

Rccom m endation: 
To assure the Corporation m aintain an adequalc provision for loan losses, the 
adequacy of file provision for loan losses, the adequacy of the provision for loan 
losses should be review ed quarterly by the Board of D irectors and rcviscd 
accordingly. By m aintaining an adequate reserve, the financial statem ents w ill be 
m ore m eaningful. 

Response: 
See corrective action plan 
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DESIRE CO M M UNITY IIO U SING CO RPO R ATIO N 

SCItEDULE OF FINDINGS AND QUESTIONED COSTS-CONTINUED 

98-5. G eneral ledger 

For the year ended D ecem ber 31, 1998 

Statem ent of Conditio 
The general ledger w as out of balance and did not agree to the finm~cia 
statem ents. 

Criteria: 

All ledgers (including subledgers) should agree to lhe fnancial slalemenis 

Effect of Condition: 
The financial statem ents could be incorrect 

Questioned Costs 
N one 

Cause of Condition: 
Financial statem ents w ere not review ed oll a m ontlfly basis for accuracy and 
com pleteness. 

R ecom m endation: 
Financial statem ents along w ith ledgers and supplem entary schedules should be 
review ed on a m onthly basis with the organization's certified public accountant. 
In addition, the financial statem cnts should be presented to the Board of D irectors 
for approval. 

R esponse: 
See corrective action plan 
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DESIRE CO M M UNITY H O USING CO RPO R ATIO N 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS-CONTINUED 

For the year ended Decem ber 31, 1998 

98-6. O m itted Transactions 

Statem ent of Condition 
The Organization did not record all financial transactions pertaining to its line of 
credit in the financial statem ents 

Criteria: 

In accordance with OM B Circular No. A-133, Section 310(a) Financial 
Statements "The auditee (Organization) shall prepare financial statements that 
reflect its finmlcial position, results of operation or changes in net assets, and 
w here appropriate, ash flow s for the fiscal year audited. Furtherm ore, financial 
statem ents nm st contain all financial data in order to accurately present ma cniity's 
econom ic resources and/or obligations at a point in tim e, or changes there in for a 
period of tim e, in accordmacc w ith generally accepted accounting principles. 

Effect of Condition: 
The Organization did not m aintain adequate financial statem ents for the ycar 
ending D cccm bcr 31, 1998. 

Questioned Costs 
N one 

Cause of Condition: 
M anagcm cnt failed to present financial statem ents in conform ity w ith generally 
accepted accounting principles. 

Recom m endation: 
M anagem ent should im plem ent procedures to assure that all financial h'ansactions 
are properly recorded in the organization's financial statem ents. 

Response 
See corrective action plan 



DESIRE CO M M UN ITY H O USIN G CO RPO R ATIO N 

SCIIEDULE OF FINDINGS AND QUESTIONED COSTS-CONTINUED 

For the year ended D ecem ber 31, 1998 

A D M IN ISTR ATIVE REO U IR EM ENTS 

98-7. A udit R eauirem ents 

Statem ent of Conditio 
The Organization did not have an audit of their finmlcial statem ents com pleted in 
a tim ely m anner. 

Criteria: 
State of Louisiana requires the audit to be com pleted by June 30, 1999 

Effect of Condition: 
Organization not in com pliance w ith audit requirem ents established by regulatory 
agencies. 

Questioned Costs 
N one 

Cause of Condition: 
Financial docum enls w ere not readily available for exam ination 

Recom m endation: 
Audit of financial statem ents shm dd be performed in accordance w ith regulations 
established by regulatory agencies. 

Response: 
See corrective action plan 
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D ESIRE CO M M UNITY H O U SING CO R PO RATIO N 

SCllEDULE OF FINDINGS AND QUESTIONED COSTS-CONTINUED 

98-8. C ash. 

For the year ended D ecem ber 31, 1998 

Statem ent of Conditio 
A t D ecem ber 31, 199, the cash balances exceed the FDIC insurance lim its 

Criteria: 
Cash balances in excess of the FDIC lim its should be adequately insured 

Effect of Condition: 

The excess cash balances are subject to undue credit risk 

Qucstioned Costs 
N one 

Cause of Condition: 
Cash balances excccdcd the FD IC insurance lim its at a financial institution 

R ecom m endation: 
The Organization should m onitor its cash balances to assure that they arc 
adequately insured. If cash balances exceed the FD OC insurance lim iis, 
recom m end the financial institution plcdgc securities w flh the Federal Reserve 
Sysiem io assure thc cash balances are adequately insured. 

Response: 
See corrective action plan 



DESIRE CO M M UNITY H O U SIN G CO R PO R ATIO N 

SCItEDULE OF FINDINGS AND QUESTIONED COSTS-CONTINUED 

For tile year ended Decem ber 31, 1998 

R enortable C onditions R esolved U nresolved C urrent Findings 

Accounting Records 

2. Physical Inventory of Equipm ent 

X 

X 
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98-1 A ccounting System  
Statem ent of Condition 

The prior year adjustments were not recorded in the general ledger 

Response 

W e concur with the finding. Prior year audit adjustments were not recorded to the general 
ledger until the year. W e will ensure that future audit adjustments are recorded in the 
general ledger as soon as they are received from the auditors. 

98-2 Contracts Receivable 
Statement of Condition 
Contracts receivable were not properly slated in the financial statements 

Response 
W e do not concur w ith this finding. An analysis w as m ade at year end to determ ine the 
balances receivables due to the D esire Com munity H ousing Corporation. 

98-3 M ortgages 
Statem ent of Condition 
The subsidiary ledger w as not in agreem ent w ith the general ledger 

Response 
W e do not concur with this finding. The client ledgers provided to the auditors agreed to 
the general ledger. An analysis of mortgages receivable was made at year end. 

98-4 Provision for Loan Losses 
Statem ent of Condition 

The adequacy of the provision for possible loan losses is not reviewed and adjusted by the 
Board of Directors. The provision for loan losses is adjusted at year end. 

Response 
W e concur with the finding. In the future w e w ill determ ine a provision for loan losses and 
have the Board of Directors review the provision for approval. 

98-5 G eneral Ledger 
Statem ent of Condition 
The general ledger was out of balance and did not agree to the financial statem ents 

Response 
W e concur w ith the finding. The software that w e had been using was not functioning as 
we had hoped. W e found that the software had a defect in that on occasion, transactions 
w ere not properly posted to the general ledger. This required that w e m ake m anual entries 
to the general ledger, which at times were one sided entries. W e have decided to change to 
a different softw are, that w ill ensure that these problem s w ill not happen again. 



98-6 O m itted Transactions 
Statem ent of Condition 
The O rganization did not record all financial transactions pertaining to its line of credit in 
the financial statem ents. 

Response 
W e do not concur w ith this finding W e reviewed the line of credit balances at year end to 
determine the correct balance to be reported on the financial statem ents. This was also 
done to determine whether all interest paid had been actually reported. 

98-7 A udit Requirem ent 
Statement of Condition 
The O rganization did not have an audit of their financial statements com pleted in a tim ely 
m anner. 

Response 
W e concur w ith this finding. W e w ill contract an auditor by September 30, 1999, in order 
to have our audit com pleted in a tim ely m anner. 

98-8 Cash 
Statem ent of Condition 
At D ecember 31, 1998, the cash balances exceed the FDIC insurance lim its 

R esponse 
W e concur w ith the finding. The balances m aintained in the cash accounts are short term 
balances. W e large cash balances are not m aintained in accounts for any extended period 
of time. 


