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CHARMAINE PHILIPS-PILATENBURG

Certified Public Accountant
"0

INDEPENDENT AUDITOR’S REPORT

To the Board of Directlors
Ncw Orleans Affordable Homeownership, Inc.

1 have audited the accompanying statement of financial position of New Orleans Affordablc
Homcownership, Inc. (a non-profit corporation) as of December 31, 1998 and the related statements
of activities, functional expenses and cash flows for the year then ended. These financial statements
arc the responsibilily of New Orleans Affordable Homeownership, Inc.’s management. My
responsibilitly is o express an opinion on these financial statements based on my audits.

I conducted my audit in accordance with generally accepted auditing standards and Government
Auditing Standards, issued by the Comptroller General of the Uniled States. Thosc standards
require that 1 plan and perform the audit 1o oblain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a lest basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as cvaluating
the overall financial statement presentation. [ belicve that my audit provides a rcasonable basis for

Ny opimion,

In my opinion, the financial statements referred to above present {airly, in all material respects, the
financial position of New Orlecans Affordable Homeownership, Inc. as of December 31, 1998, and
the changes in its net asscts and its cash flows for the year then ended 1n conformity with the

gencrally accepted accounting principles.

My audit was made for the purpose of forming an opinton on the basic financial statcments of New
Orlcans Affordable Homeownership, Inc. taken as a whole. The accompanying supplemcntal
information listed in the table of contents is prescnted for the purpose of additional analysis and is
not a required part of the basic financial statements of New Orleans Affordable Homeownership,
Inc. The Schedule of Expenditures of Federal Awards is required by the U. S. Officc of
Managememt and Budget Circular A-133, “Audits of States, Local Governments, and Non-Profits
Organizations.” Such information has been subjected to the auditing procedures applied 1n the audit
of the basic financial statcments and, 1n my opinion, s fairly stated in all material respects n
relation to the basic financial statements taken as a whole.

1340 Poydras Street » Suite 2130 ¢ New Orleans, LA » 70112
Phone: 504-561-1111 « Fax: 504-561-1114



In accordance with Government Auditing Standards, 1 have also issued a report dated August 26,
1999, on my consideration of New Orleans Affordable Homeownership, Inc.’s internal control
structure over financial reporting and my test of its compliance with certain provisions of laws,
rcgulations, contracts and grants.

Homiins e —M m:

Charmaine Philips-Platenburg, CPA

New Orleans, LA
August 26, 1999

CHARMAINLE PHILIPS-PLATENBURG
e
Certified Public Accountant /2
1340 Poydras Street « Suite 2130
New (hricans, LA 70112



NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC.
Statement of Financial Position
As of December 31, 1998

Assets
Cash and Cash Equivalents $ 12,385
Receivables
Grants Receivable 528,619
Intcrest and Fees 22,202
Other 4,800 555,627
[.oans
Notes Receivable 1,725,490
Less: Allowance for Doubtful Accounts (310,766) 1,414,724
Real Estate Held for Resale 443 913
Fixed Asscls
Buildings and l.and 1,085,554
Furniture, Fixtures and Equipment 8,829
Less: Accumulated Depreciation (172,044) 922,339
Total Assets $ 3,348,988
Liabilities & Net Assets
Accounts Payable b 118,038
Line of Credit 124,601
Payroll Taxes 3,174
Duec 1o the City of New Orleans 1,517,776
Total Liabilities 1,763,589
Nct Assets:
Unrestricted (136,659)
Temporarily Restricted 1,722,058
Total Net Asscts 1,585,399
Total Liabilitics & Net Assets $ 3,348,988

Sec Accompanying Auditor's Report and Notes.




NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC.
Statement of Activifies
For the Year Ended December 31, 1998

Revenues:

Grant Appropriations
Other Income
Net Assets released {rom restrictions

Total Revenues

Expcenses:

Professional Fees - Contractors

Paint & Supplics

Professional Fees - Accounting & Legal
Depreciation Expense
Acquisition/Rehabilitation/Maintenance
Payroll Expenses

Insurance

Security Services

Adverlising

Ultihities

Other Costs

Total Expense

Increase in Net Assets

Net Assets, Beginning Balance

Net Assets, Ending Balance

Sec Accompanying Auditor's Report and Notes.

Total

$ 1,916,558
155,524

2,072,082

1,254,747
134,274
87,291
68,000
43,662
38,899
26,969
15,305
11,197
8,032
35,915

Temporarily
Unrestricted Restricted

$ - $ 1,916,558

- 155,524

1,724,291 (1,724,291}

1,724,291 347,761
1,254 747 -
134,274 -
87,2901 -
68,000 -
43,6062 -
38,899 -
26,969 -
15,305 -
11,167 -

8,032

35915 -
1,724,291 -

- 347,791

(136,659) 1,374,267

1,724,291

$ (136,659) $ 1,722,058

347,791

1,237,608

$ 1,585,399
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NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC.
Statement of Cash Flows

For the Year Ended December 31, 1998

Cash Flows from Operating Activities:
Increase 1n Net Asscts
Adjustments to reconcile increase net assets to net cash

used 1n operating activities:

Depreciation Expense

Increase in Grants Receivable
Increase in Interest, Fees & Other
Decreasc in Accounts Payable & Accrued l.iabilities
Decrease in Due {from the City of New Orleans

Net Cash Used In Operations

Cash Flows from Investing Activities:
Purchase of Real Estate Held for Resale
Purchase of Furniture, Fixtures and Equipment
Net Cash Used In Investing Activities
Cash Flows from Financing Activities:
Withdrawals on Line of Credit, net of repayments
Principal Payments on Notes Receivable
Nect Cash Provided by Financing Activities
Net Decrcase In Cash and Cash Equivalents

Cash and Cash LEquivalents at Beginning of Year

Cash and Cash Equivalents at End of Year

Sce Accompanying Auditor's Report and Notes.

347,791

68,000

(211,197)
(18,155)

(208,575)
(25,724)

(47,800)

(366,185)
(8,829)

(375,014)

124,601
157,138

281,739

(141,135)

153,520

$

12,385




NOTES TO THE FINANCIAL STATEMENTS
New Orleans Affordable Homeowrnership Inc
December 31, 1998

NOTE A -~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A summary of the significant accounting policics consistently applied in the preparation of the
accompanying financial statcments follows:

Nature of Aclivilies

New Orlcans Affordable Homeownership, Inc. is a nonprofit corporation organized under the
laws of thc State of lLouisiana. The corporation is organized to provide home ownership
opportunities to Jow and moderatc persons who otherwise could not afford to buy a home;
increcase the number of safc, decent and sanitary housing units in the City of New Orleans; creatc
mcaningful activitics for youths at risk; and in general, improve the quality of life, housing
conditions and work opportunities for residents of the City of New Orleans.

The corporation is supported primarily through government grants. Accordingly, 91% of the
corporation’s support for the year ended December 31, 1998 came from government grants.

FFinancial Statement Presentation

The financial statements are presented in accordance with requirements established by the
Financial Accounting Standards Board (FASB) as set forth in the Statement of Financial
Accounting Standards No. 117, “Financial Statements of Not-For-Profit Organization,”. This
stalement requires reporting, the Organization’s financial position and activities according to
three classes of net assets: (a) unrestricted net assets, (b) temporarily restricted net asscts, and (c)
permanently restricted net assets. There are no permanently restricted net assets.

Revenue Recognition

Contributed support is reported as unrestricted or restricted depending on the existence of donor
stipulations that limit the use of the support. When a donor resiriction expires, that is, when a
stipulaied time restriction ends or purpose restriction is accomplished, temporarily restricted net
asscts arc classified to unresiricted net assetls and reported in the statement of activity as “net
assets relcased from restrictions”.

(rants Receivables

The Organization considers grants receivable to be fully collectible since the balance consists
principally of payments due under governmental contracts.



NOTES TO THE FINANCIAL STATEMENTS
New Orleans Affordable Homeownership Inc
December 31, 1998

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

].oans

Loans arc stated at the amount of unpaid principal, reduced by an allowance for loan losses.
Interest on loans is calculated by using the simple interest mcthod on daily balances of the
principal amount outstanding.

Management reviews the Organization’s loan portfolio to deternune the existence of and extent
of which noles arc subject 10 special consideration as to any doubt regarding their collectibility.
All nonaccrual loans are considered to be mmpaired 1n accordance with SFAS No. 114,
“Accounting by Creditors for Impairment of a Loan.” When, in management’s judgment, a loan
is determined 1o be of doubtful collectibility, the loan 1s charged to the Reserve for Loan Losses,
subject to approval from the funding source, 1f applicable.

Accrual of intcrest is discontinued on a loan when management believes, after considering
cconomic and business conditions and collection efforts, that the borrowers’ financial condition
1s such that collection of interest 1s doubtful.

Provision and Reserve {or Loan Losses

The reserve for possible Joan losses is maintained to provide for possible losses inherent in the
loan portfolio. On January 1, 1995, the corporation adopted SFAS No. 114, as amended by
SIFAS No. 118 “Accounting by Creditors for Impairment of a L.oan — Income Recognition and
Disclosures.” In accordance with SFAS No. 114, the 1995 reserve for possible loan losscs
related to loans that are identified as impaired is based upon discounted cash flows using the
loan’s inttial cffective interest rate or the fair value of the collateral.

Management determines the appropriate level of reserve to be maintained based on an analysis of
the portfolio and evaluation of economic factors. Provision for loan losses is recognized by a
charge to expense or a reduction of monies due to the funding sourcc depending on the source of
the loan proceeds. However, because such factors as loan growth, the future collectibility of
loans and the amounts and timing of future cash flows expected to be reccived on impaired loan
procceds. However, because such factors as loan growth, the future collectibility of loans and
the amounts and timing of future cash flows cxpecled to be received on tmpaired loans arc
unccriain, the level of future provisions generally cannot be predicted.
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NOTES TO THE FINANCIAL STATEMENTS
New Orleans Affordable Homeownership Inc
December 31, 1998

NOTE A —SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Building and Improvements

New Orlcans Affordable Homeownership, Inc. records property acquisitions at cost. Donated
asscts are recorded at estimated value at date of donation. Depreciation is computed on a
straight-linc basis over the estimated uscful lives of the assets. Depreciation expense for the ycar

ended December 31, 1998 totaled $68,000.

Maintenance and repairs are charged to expense as incurred: major renewals and betterments arc
capitalized when the acquisition cost exceeds $5,000. When items of property are sold or retired,
the related cost and accumulated depreciation are removed from the accounts and gain or loss is
included in the changes in net assets.

Rcal Estaie Held {or Resale

Real Estatc Held for Resale is carried at cost not to exceed estimates of net rcalizable value
determined on an individual project basis. The real estate has been acquired to be rchabilitated
in accordance with government contracis.

Cash and Cash Equivalents

The Organization considers a!l highly liquid investments available for current use with an
original maturity of three months or less to be cash equivalents.

Usc of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain rcported
amounts and disclosurcs in the financial statements and accompanying notes. Accordingly,
actual results could differ {from those cstimates.

NOTE B -~ GRANT RECEIVABLE

Grant receivable at December 31, 1998 consists of the following:

City of New Orleans-Division of
Housing and Neighborhood Development $528,619
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NOTES TO THE FINANCIAL STATEMENTS
New Orleans Affordable Homeownership Inc
December 31, 1998

NOTE C — RESERVE FOR I1LOAN LOSSES

A summary of the activity in the Rescrve for Loan Losses for the year ended December 31, 1998
{follows:

Balance at beginning and end of year $ 310,766

NOTE D - LAND AND BUILDING

Land and building at December 31, 1998 consists of the following:

Building and Land $ 101,115

Improvements 969,439
Less accumulated depreciation <172.044>

898,510

Land 15.000

$ 913,510

NOTE E - DUE TO CITY OF NEW ORLEANS

The amount due to the City of New Orleans as of December 31, 1998, consists of loans, net of
the reserve for possible loan losses, and accrued interest and fecs.

NOTE F- INCOME TAXES

The New Orlecans Affordable Homeownership, Inc. is exempt from corporate imcome taxes under
Scction 501(¢)(3) of the Internal Revenue Code.



NOTES TO THE FINANCIAL STATEMENTS
New Orleans Affordable Homeownership Inc
December 31, 1998

NOTE G - ADMINISTRATIVE SUPPORT

The Orgamzation reeeived administrative support for the year ended December 31, 1998 from
the City of New Orleans. The support is not reflected in the financial statements.

NOTE H - BOARD OF DIRECTORS COMPENSATION

The board of dircctors is a voluntary board; therefore, no compensation was paid to any board
member during the year ended December 31, 1998,

NOTE 1 - SIGNIFICANT CONCENTRATION

The Organization reccives a majority of its revenue from funds provided through grants
administered by the City of New Orleans. The grant amounts are appropriated each year by the
federal and local governments. 11 significant budget cuts are made at the federal and/or local
lcvel, the amount of the funds the Organization receives could be reduced significantly and have
an adverse impact on its operations. Management is not aware of any actions that will adversely
affcct the amount of funds the Organization will receive in the next {iscal ycar.

NOTE K — LINE OF CREDIT

The Organization established an unsccured line of credit with a local financial institution in the
amount of $200,000 with an original interest rate of 8.5% during the year. As of December 31,
1998, the outstanding balance of the line of credit was $124,601.

10
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NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC,

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the year ended December 31, 1998

FEDERAL
CKDA

PROGRAM TITLE NUMBER EXPEDITURES
U.S. DEPARTMENT OF HOUSING
AND URBAN DIEVELOPMENT
Passed through the City of New Orleans
Community Development Block Grant
Program Entitlement Grants
Treme Arts Development Center 14.218 $ 80,840
Project Nu-Coat 14.218 994,900
HSNG, Youthbuild 14,218 134,478
SP-NOAH, SPG-13E 14.218 706,340

TOTAL U.S. DEPARTMENTOF
HOUSING AND URBAN
DEVELOPMENT $1.916,558

TOTAL FEDERAL AWARDS $1.916.558

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
1. The Schedule of Federal Awards was prepared on the accrual basis of accounting,

2. Asof BPecember 31, 1998, the Community Development Block Grant Program titled “ROOR
Amorlized Loan” has loans cutstanding {otaling $1,725,490.

12
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CHARMAINE PHILIPS-PLATENBURG

Certified Public Accountant
15

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE AND INTERNAL CONTROI. OVER
FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAIL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Dircctors of
New Orlcans Affordable Homeownership, Inc.

I have audited the financial statements of New Orleans Affordable Homeownership, Inc. (a2 non-profit
corporation) as of and for the fiscal year ended December 31, 1998, and have 1ssucd my report
therecon dated August 26, 1999, 1 conducted my audit in accordance with gencrally accepied auditing
standards and the standards applicable to financial audils contained in Governmental Auditing
Standards, issued by the Comptroller General of the United States.

Comphliance

As part of obtaining reasonable assurance about whether New Orlecans Affordable Homeownership,
Inc.’s financial statements arc free of material misstatement, 1 performed tests of its compliance with
cerlain provisions of laws, regulations, contracts, and grants, noncompliance with which could havc a
dircet and matcrial effect on the determination of financial statement amounts. However, providing
an opinion on compliance with those provisions was not an objective of my audit, and accordingly, I
do not express such an opinion. The results of my tests disclosed instances of noncompliance that arc
required to be reported under Governmental Auditing Standards and which arc described 1 the
accompanying schedule of Findings and Questioned Costs as 1iem 98-7.

Internal Control Over Financial Reporting

In planning and performing my audit, 1 considered New Orleans Affordable Homeownership, Inc.’s
internal control over financial reporting 1n order to determine my auditing procedures for the purposc
of expressing my opinion on the financial statements and not to provide assurance on the internal
control over financial reporting. However, I noted certain matters involving the intcrnal control over
financial reporting and its operation that I consider to be reportable conditions. Reportable conditions
involve matters coming to my attention relating to significant deficiencics in the design or operation
of the internal control over financial reporting that, in my judgement, could adverscly affect New
Orleans Affordable Homcownership Inc.’s ability to record, process, summarize, and report {inancial
data consistent with the assertions of management in the financial statements. Reportable conditions
arc described in the accompanying schedule of findings and questioned costs as 1items 98-1, 98-2, 98-

3, 98-4, 98-5,and 98-0.

A material weakness is a condition in which the design or operation of one or more of the internal
conirol componcents does not reduce to a relatively low lIcvel the risk that misstatements in amounts
that would be material 1n relation to the financial statements being audited may occur and not be

1340 Poydras Street « Suite 2130 ¢ New Orleans, LA ¢ 70112
Phonc: 504-561-1111 » Fax: 504-561-1114



detected within a timely period by the employces in the normal course of performing
their assigned functions. My consideration of the internal control over financial reporting
would not nccessarily disclose all matters 1n the miternal control structure that might be
reportablc conditions and, accordingly, would not neccssarily disclose all reportable
conditions that arc also considered to be material weaknesses. Howcver, of the reported
conditions dcscribed above, 1 consider item 98-5 to be a matcerial weakness.

This report is intended solely for the information of the audit commitice, management,
and federal awarding agencics and pass-through eniities, However, this report 15 a matier
of public record and its distribution is not limited.

Charmainc Philips-Platenburg, CPA

New Orlecans, LA
August 20, 1999

CHARMAINE PHILIPS - PILATENBURG
e

Certified Public Accountant
1340 Poydras Street » Suile 2130 14
New Orleans, LA 70112



CHARMAINE PHILIPS-PLLATENBURG

Certified Public Accountant
e

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAI. CONTROIL. STRUCTURE
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Direclors of
New Orleans Affordable Homeownership, Inc.

Compliance

I have audited the compliance of New Orleans Affordable Homeownership, Inc. with the types of
compliance requirements described 1n the “U. S. Office of Management and Budget (OMB)
Circular A-133 Compliance Supplement” that arc applicable to each of its major federal programs
for the fiscal year ended December 31, 1998, New Orleans Affordablec Homeownership, Inc. major
federal programs are identified in the summary of auditor’s results scction of the accompanying
schedule of findings and questioned costs. Comphiance with the requirements, laws, regulations,
contracts and grants applicable to cach of 1ts major federal programs is the responsibility of New
Orlcans Affordable Homcownership, Inc.’s management. My rcsponsibility is to express an
opinion on the Organization’s compliance based on my audit.

I conducted my audit of compliance in accordance with generally accepted audifing standards; the

standards applicable to {inancial audits contained 1n Governmental Auditing Standards 1ssucd by the
Comptroller General of the United States; and OMDB Circular A-133, “Audits of Stalcs, Local
Governments, and Non-Profit Organizations.” Those standards and OMB Circular A-133 require

that 1 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 material effect
on a major federal program occurred. An audit includes examining, on a test basis, cvidence about
New Orleans Affordable Homeownership, Inc.’s compliance with thosc requircments and
performing such other procedures as I considered necessary 1in the circumstances. 1 believe that my
audtt provides a reasonable basis for my opinion. My audit does not provide a legal determination
of New Orleans Affordable Homeownership, Inc.’s compliance with those requirements.

As described 1n item 98-7 in the accompanying schedule of findings and questioned costs, New
Orlcans Affordable Homeownership, Inc. did not comply with thc requirements regarding
Reporting and Specific Test, that are applicable to its major federal program titled “Projcct Nu
Coat”. Compliance with such requirements 1s necessary, in my opinion, for the Organization to
comply with requircments applicable to that program.

In my opinion, excepl for the noncompliance described in the preceding paragraph, New Orleans
Affordablc Homeownership, Inc. complied, in all material respects, with the requirements referred

to above that arc applicable to each of its major federal programs for the fiscal yecar cnded
Dccember 31, 1998,

1340} Poydras Street ¢ Suite 2130 » New Orleans, 1LA ¢ 70112
Phone: 504-561-1111 « Fax: 504-561-1114



Internal Contro] Over Compliance

New Orleans Affordable Homecownership’s internal control over compliance with requircments
that could have a direct and material effect on a major fedceral program in order to defermine my
auditing procedurcs for the purposc of cxpressing my optnion on compliance and 1o test and
report on internal control over complhance in accordance with OMB Circular A-133.

1 noted certain matters ivolving the internal control over compliance and its operation that 1
consider to be reportable conditions. Reportable conditions involve mafters coming (o my
aticntion relating to significant deficiencies 1n the design or operation of the internal control over
compliance that, in my judgement, could adversely affect New Orlecans Affordablc
Homeownership, Inc.’s ability to administer a federal program in accordance with the applicable
requirements of laws, regulations, contracts, and grants. Reportable conditions are described in
the accompanying schcdule of findings and questioned costs as items 98-1, 98-2, 98-3, 98-4, 98-
5, and 98-0.

A matcrial weakncess 1s a condition 1n which the design or operation of onc or more of the
internal control components does not reduce 1o a relatively low level the nisk that noncomphance
with the applicable requircments of laws, rcgulations, contracts, and grants that would be
material in relation to a major federal program being audited may occur and not be detected
within a timely period by employees in the normal coursc of performing their assigned {unctions.
My consideration of the internal control over compliance would not necessarily disclose all
maticrs in the internal control that might be reportable condilions and, accordingly, would not
necessarily disclose all reportable conditions that are also considered 1o be material weaknesses.
Howecever, of the reportable conditions described above, 1 consider item 98-5-7 to be a matcrial
weakness.

This report i1s intended for the information of the audit commitiee, management, and federal
awarding agencies and pass-through entities. However, this report is a matter of public record,
and its distribution 1s not hhmited.

J/mm% ~Mw~

Charmaine Philips-Platenburg, CPA

Necw Orleans, LA
Augustl 26, 1999

CHARMAINE PHILIPS-PLATENBURG

(.‘ri'téﬁed Public Accountant
| 340 Poydras Street « Suite 2130
New Orleans, LA 70112




NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the year ended December 31, 1998

A. SUMMARY OF AUDIT RESULTS.
1. An unqualified opinion was issued on the financial statements of the auditee.
2. Reportable conditions in internal control were disclosed by the audit of the

financial statements and some conditions were deemed to be material weaknesscs.

3, The audit disclosed instances of noncompliance. However, none of the instances
were deemed 10 be material to the financial statcments of the audits,

4. Reportable conditions in internal control over major programs were disclosed by
the audit and such conditions were deemed material weaknesses.

5. A qualified opinion was issued on compliance for major program.
6. The audit findings required to be reported under Section 510(a) of Circular A-133
are rcporied 1in Part C of this schedule.
7. The major programs for the ycar ended December 31, 1998 consists of the
following:
Project Nu-Coat CFDA No. 14.218
SP-NOAH, SPG-13E CFDA No. 14.218
8. The dollar threshold to distinguished between Type A and Type B programs was
$300,000.
9. The auditee did not qualify as a low-risk auditee.
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B.

98-1.

NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS-CONTINUED

For the year ended December 31, 1998

FINDINGS-FINANCIAL STATEMENTS AUDIT

Reportable Conditions

Prior Year Audit Adjustments

Statement of Condition:
The prior year audit adjustments were not recorded in the general ledger,

Critcria:
Prior ycar audit adjustments should be recorded fo assure the accuracy and
complcteness of the financial statements.

Effect of Condilion:
Failure to record prior year audit adjustments will result in misleading financial
statements.

Quecstioned Costs:
None

Cause of Condition:
Former outside accountant did not post the prior year audit adjustments to the
general ledger,

Recommendation:
Prior year audit adjustments should be recorded to assure the accuracy and
completeness of the financial statements.

Response:
See correctlive action plan.
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NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS-CONTINUED

For the year ended December 31, 1998

98-2. Grant Receivable

Statcment of Condition:
Grants receivable were not properly stated in the financial statements.

Criteria:
Grant receivable should reflect the monies due from its i unding source,

Effect of Condition:
Failure to assurc the accuracy of the grant reccivable will result in mislcading
financial statements.

Questioned Costs:
None

Cause of Condition:
Grants rceeivable are not reviewed monthly to assure accuracy and collcctibility.

Recommendation:
The grants receivable listing should be reviewed monthly for accuracy and
collectibility.

Response:
See correclive action plan.
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98-3.

NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS-CONTINUED

For the year ended December 31, 1998

l.oans

Statement of Condition:
The subsidiary loan Iedger was not in agreement with the gencral tedger,

Criieria:
subsidiary loan ledger should agree to the gencral ledger account.

Effcct of Condition:

Failurc to maintain accuratc loan balances will result in misleading financial

statiements.

Quecstioned Costs:
None

Causc of Condition:
Subsidiary loan ledger was not reconciled to general ledger account.

Recommendation:

To assure the accuracy of the financial statements, the subsidiary loan ledger
should be reconciled to the general ledger control account. All reconciling items

should be 1dentified, and adjusted accordingly.

Response:
Sec correclive action plan.
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NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS-CONTINUED

IFor the year ended December 31, 1998

98-4, Provision For L.oan Losses

Statement of Condition:

The adequacy of thc¢ provision for possible loan losses is notl revicwed and
adjusted by the Board of Directors. The provision for loan losses is adjusied at
year-end.

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

Effcct of Condition:
The financial statements will be misleading.

Questioned Costs:
None

Cause of Condition:
Provision for loan losscs is not reviewed by the Board of Directors for its

adcquacy.

Recommendation:
To assure the Corporation maintain an adequate provision for loan losscs, the
adequacy of the provision for loan losses, the adequacy of the provision for Joan
losses should be reviewed quarterly by the Board of Directors and revised
accordingly. By maintaining an adequate reserve, the financial statements will be
more meaningful.

Response:
See correclive action plan.
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98-5.

NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS-CONTINUED

For the year ended December 31, 1998

Real Estate Held for Resale

Statement of Condition:

The Organization did not properly account for acquisitions and sales of real estate
during the 1998 fiscal year.

Criteria: i

All acquisitions and sales must be properly recorded in the gencral ledger.

Effect of Condition:

Failure to properly record rcal estate transactions will resuli in mislcading
financial statcments.

Questioned Costs:
None

Causc of Condition:

Real cstate sales and acquisitions werc not properly recorded.

Recommendation:
All real estate held for resale should be reviewed quarterly 1o assure their
existence and the accuracy of the financial statements.

Response:

Sce corrective action plan.
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NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS-CONTINUED

For the year ended December 31, 1998

98-6. Accounts Payable

Statecment of Condition:
The accounts payable consists of several old payables.

Critenia:
The accounts payable should consist of only valid current payables.

Effect of Condition:
The financial statements would be misteading.

Questioned Costs:
None

Cause of Condition:
Accounts payable listing is not being reviewed to assure that only valid current
accounts payable are contained in the account payable listing.

Recommendation:

Accounts payable should be reviewed monthly, and adjusted accordingly. The
financial statements should reflect only items that represent valid payables, and
any old 1tems that represent valid payables, and any old items should be reviewed
thoroughly to assure their accuracy.

Response:
See corrective action plan.
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NEW ORLEANS AFFORDABILIE HOMEOWNERSHIP, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS-CONTINUED
For the year ended December 31, 1998

ADMINISTRATIVE REQUIREMENTS

98-7. Audit Requirements

Statcment of Condition:
T'he Organization did not have an audit of their financial statements completed in
a {imcly mannecr.

Criteria:
Stalc of Louisiana requires the audit to be completed by Junc 30, 1999,

Effcct of Condition:
Organization not in compliance with audit requirements established by the Statc
of Louwsiana’s Office of Legislative Auditor .

Qucstioned Costs:
Nonc

Causc of Condition:
IFinancial documents were not readily available for examination,

Recommendation:
Audit of financial statcments should be performed in accordance with regulations
cslablished by regulatory agencies.

Responsc:
Sce corrective action plan.
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98-1.

NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS-CONTINUED

For the year ended December 31, 1998

FINDINGS AND QUESTIONED COSTS-MAJOR FEDERAL AWARD
PROGRAMS AUDIT

Prior Period Audit Adjustments

Statement of Condition:
The prior year audit adjustments were not reccorded on the general ledger.

Critenia:
Prior year audit adjustments should be recorded 1o assure the accuracy and
completeness of the financial statements.

Effect of Condition:
Failure to record prior year audit adjustments will result in misleading financial

statemoents.

Questioned Costs:
None

Cause of Condition:
Prior year audit adjustments were not recorded.

Recommendation:
Prior year audit adjustments should be recorded to assure the accuracy and
completeness of the financial statements.

Response:
See corrective action plan.
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NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS-CONTINUED

FFor the year ended December 31, 1998

08-2. Grant Receivable

Statement of Condition:
Grants receivable were not properly stated in the financial statements.

Criteria:
Grant recervable should reflect the monies due from its funding source.

Effect of Condition:
Failurc to assure the accuracy of the grant receivable will result in mislcading
financial statements.

Quecstioncd Cosls:
Nonc

Cause of Condition:
Grants receivable arc not reviewed monthly to assure accuracy and collectibility.

Recommendation:
The grants receivable listing should be reviewed monthly for accuracy and
collectibility.

Response:
See corrective action plan.
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NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS-CONTINUED

For the year ended December 31, 1998

98-3. l.oans

Statement of Condition:
Thc subsidiary loan ledger was not in agreement with the general ledger.

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

Efiect of Condition:

Failure to maintain accurate loan balances will result in misleading financial
statcments,

Questioned Cosls:
Nonc

Causc of Condition:
Subsidiary loan ledger was not reconciled to general ledger account.

Recommendation:

To assure the accuracy of the financial statements, the subsidiary loan ledger
should be reconciled to the gencral ledger control account. All reconciling items
should be identified, and adjusted accordingly.

Response:
See correcetive action plan.
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98-4.

NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS-CONTINUED

For the year ended December 31, 1998

Provision For l.oan L.ossecs

Statement of Condition:
The adequacy of the provision for possible loan losses is not reviewed and

adjusted by the Board of Direclors. The provision for loan losses is adjusted at
ycar-end.

Criteria:
Loan losses should be reviewed quarterly by the Board of Dircclors and revised

accordingly.

Effect of Condition:
The financial statements will be misleading,

Questioned Costs:
None

Cause of Condition:
Provision for loan losses is not reviewed by the Board of Dircctors for its

adequacy.

Recommendation:
To assure the Corporation maintain an adequate provision for loan losses, the
adequacy of the provision for loan losses, the adequacy of the provision for loan
losses should be reviewed quarterly by the Board of Directors and revised
accordingly. By maintaining an adequate reserve, the financial statements will be
more meaningiul.

Response:
Sce corrective action plan.
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98-5.

NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC,

SCHEDULE OF FINDINGS AND QUESTIONED COSTS-CONTINUED

For the year ended December 31, 1998

Real Estate Held for Resale

Statement of Condition:
The Organization did not properly account for acquisitions and sales of real estate
during the 1998 {iscal year.

Criteria:
All acquisitions and sales must be properly recorded in the general ledger.

Eifcct of Condition:
Failure 1o properly record real estatc transactions will result in misleading
financial statements.

Questioned Costs:
None

Cause of Condition:
Rcal cstate sales and acquisitions were not properly recorded.

Recommendation:
All real estate held for resale should be reviewed quarterly to assurc their
existence and the accuracy of the financial statements,

Response:
Sce correclive action plan.
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NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS-CONTINUED

For the year ended December 31, 1998

98-6. Accounts Pavable

Statement of Condition:
The accounts payable consists of several old payables.

Criteria:
The accounts payablc should consist of only valid current payables.

Eilect of Condition:
The financial statements would be misleading.

Quecstioned Costs:
Nonc

Causc of Conditfion:
Accounts payable listing is not being reviewed to assure that only valid current
accounts payable are contained in the account payable listing.

Recommendation:

Accounts payable should be reviewed monthly, and adjusted accordingly. The
financial statements should reflect only items that represent valid payables, and
any old i1tems that represent valid payables, and any old items should be reviewed
thoroughly to assure their accuracy.

Response:
Sce corrective action plan.
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98-7

NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS-CONTINUED

FFor the year ended December 31, 1998

Reporting Requirement

Statcment of Condition:
The Organization failed to prepare and submit Monthly Reporting Requirement
Reports for the year ended December 31, 1998 1o the City of New Orleans.

Critena:

In accordancce with the agreement between the City of New Orlcans and New
Orleans Affordable Homeownership, the Organization is required to submil
monthly rcports that describe goals met during the reporting period.

LEffect of Condition:
The Organization failed to comply with the reporting requirements set forth in the

grant agreement.

Qucstioned Costs:
Nonc

Causc of Condition:
The Organization had not established internal control procedurcs to assure that all
reporting requirements were performed in a timely manncr.

Recommendation:
The Orgamzation should implement procedures to insure that the all required
reports are submitied to the City of New Orleans on a timely basis

Response:
Sce corrective action plan,
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10.

11.

12.

NEW ORLEANS AFFORDABLE HOMEOWNERSHIP, INC.

STATUS OF PRIOR YEAR FINDINGS

For the year ended December 31, 1998

Reportable Conditions

Prior Year Audit Adjustments
Grant Recelvable

Loans

Proviston for Loan Losses
Rcal Estatc Held For Resale
Accounts Payable

Audit Requirements

Accounting costs exceeded contract
amount.

Cash balances exceeded FDIC
insurance limits.

Inadequate supporling documentation
Accounts payable were overstated.

Program income was not properly
reported.

Questioned Costs

Accounting Costs - $14,850

Inadequate supporting documentation -
$1,477

Ovecerstatement of Accounts Payable -
$4,000

Resolved

Unresolved

Current Findings

T SR S I

98-1

98-2

98-3

98-4

98-5

98-6

98-7

98-0
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CORRECTIVE ACTION PI.AN

08-1. Audit Adjustments

The prior certified public accountant that the organization engaged to
complete the 1998 accounting records failed to record the December 31, 1997
audit adjustments. All audit adjustments for the 1998 year will be recorded upon

receipt.

08-2 Grants Receivable

A grant receivable schedule will be maintained monthly, and agreed to the

general ledger.
All reconciling items will be identified, and adjusted accordingly.

08-3 Loans

The subsidiary loan ledger will be reconciled to the general ledger
quarterly, and the reconciling items will be adjusted accordingly. A third party has
been engaged to collect all note payments and remit monthly reports to the
organization.

98-4 Provision for Loan Losses

The Board of Directors will adopt a policy that will formulate the
calculation of the Provision for Loan Losses. The Provision for L.oan Losses will
consist of a 3% general reserve and a 100% specific reserve for all loan balances in
arrears for more than 60 days. The delinquent notes will be complied by the third
party engaged in the collection of all notes.

08-5 Real Estate Held For Resale

A subsidiary ledger will be maintained on a monthly basis of all real estate
held by the corporation. This ledger will be agreed to the general ledger control



account on a monthly basis, and the reconciling items adjusted accordingly.

98-6 Accounts Payable

The schedule of accounts payable will be reviewed monthly to assure that
all payables are valid and current. Any old payables will be voided, and the general
ledger adjusted accordingly.

08-7 Audit Requirements

With the termination of the prior accountant, the accounting records will be
completed timely. The audit should be performed in a timely manner to assure the
corporation complies with the State of Louisiana audit requirement.

98-8 Program Reports

A report tracking system will be formulated to assure all program reports
will be filed timely. The system should be completed by September 30, 1999




CHARMAINE PHILIPS-PLLATENBURG ;- , (.
Certified Public Accountant ]ﬁ'g E (J F"’ E V ﬁ L)

oLt 16 1999

To the Board of Directors of
New Orleans Affordable Homeownership e - o

In planning and performing my audit of the financial statements of New Orleans Af{fordablc
Homeownership (the Organization) for the year ended December 31, 1998, 1 considered the
Organization’s inicrnal conirol structurc to determine my auditing procedurcs for the purpose of
cxpressing an opinion on the financial statements and not to provide assurance on internal control
structure.

Howcver, during my audit, 1 noted certain matters involving the internal conirol structure and other
operational matiers that are presented for your consideration. My comments and recommendations,
all of which have been discusscd with the appropriatic members of management, arc mtended to
improve the internal control structure and/or enhance in other operating cfficiencics. 1 will be
pleased to discuss these comments in further detail at your convenicnce, to perform any additional
studies of these matters, or to assist you in implementing the recommendations. My comments are
summarized as follows:

Current Year Findings

The Year 2000 Issuc

The Year 2000 Issue results from the inability of a computer program 1o ycar-date data accuraicly
beyond the year 1999. Except for recently introduced ycar 2000 compliant programs, computcer
programs havc consistently included abbreviated dates with the assumption that thosc two digits
would always be 19. Unless corrected, that shorlcut may create widespread problems on January 1,
2000. On that date, some computer programs may recognize the date as January 1, 1900, and cither
process data incorrectly or stop processing il altogether.

1 reccommend that you begin to takc immediate steps to i1dentify, modify and test alt systems that
may be impacted by the Year 2000 Issue. In addition, you should monitor your progress 1o cnsurc
compliance before the system begins to fail, which may be evident before January 1, 2000. If the
Organization fails to takc timely and appropriate action, it may experience costly and significant
computer program failures, which could prevent it from performing 11s routine activilics.
Depending on the extent of the system failures, noncompliance could be detrimental to the
Organization.

Financial Statements

The combined financial statements did not agree to the divisional financial statements or the gencral
ledger. Management should compare all corresponding reports and request a thorough explanation
of any adjustmeni(s) and/or discrepancy(s). In addition to management’s review, the independent
accountant should review the financial statements with management and explain all entrics in ihe

1340 Poydras Strect ¢ Suite 2130 * New Orleans, ILA » 70112
Phong: 504-561-1111 » Fax: 504-561-1114



FFinancial Statements (continued)

financial statements. Management should be fully awarc (knowlcdgeable) of the activity
reported 1n the financial statements of the Organization.

Bank Reconciliation

It was discovered that during the testing of cash disbursements that transactions werc
crroncously cxcluded from the {inancial statements. In addition, the balance of one of the bank
rcconciliations did not agree 1o the balance in the gencral ledger. To reduce the risk of
keypunching crrors going undetected, the accountant should preparc the bank reconciliations by
utilizing an automated process. Management should review supplementary reports and agrec
such reports to the financial statements before the financial statements are approved. All large
and unusual reconciling 1tems should be thoroughly explained and accompanied with adequatc
supporting documentation.

Grant Compliance

The Organization did not engage an auditor and complete an audit on the Organization within 6
months of the close its fiscal ycar. Management should establish and incorporate a solicitation
process to assure that such audits are performed in a timely manner. It was noted that cost
control statements werc not prepared and submitted in a timely manner. Management should
communicatc the importance of filing the required reports to its independent accountant and take
the necessary actions to climinate the above stated problems if thcy continuc. Furthermorec,
management 1s {ully responsible for the fiscal and programmatic operations of the Organization.

Organizational Structure

The size of the organization’s accounting and administrative staff precludes certain internal
controls that would be preferred if the office staff was large enough to provide optimum
scgregation of duties. This situation dictlates that the Board of Directors remains involved in the
financial affairs of the organization to provide oversight and independent review functions.

I would like to thank Ms. Stacey Jackson for her support and assistance during my audit.

This report is intended solely for the information and use of the Board of Directors, management,
City of New Orleans’” Department of Housing and Neighborhood Development and U. S.
Department of Housing and Urban Development.

Homitins Tty -7ty 002
Charmainc Philips-Platenburg, CPA

New Orleans, LA
August 26, 1999

CHARMAINE PHILIPS-PLATENBURG

S
Certified Public Accountant

1340 Poydras Street * Suite 2130
New Orleans, LA 70112
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CORRECTIVE ACTION PLAN

Stacey L. Jackson
Executive Director

Year 2000 lssue

A local consulting (computer) firm was hired to update and test all computers that arc
utilized by our corporation to ensure that they are Y2K compliant. Therefore, we do not
anticipale any major problems with our computers upon the arrival of the ycar 2000. We
also backup all computcerized files on a weekly basis, in addition to maintaining a hard

copy.

Financial Statecments

We have hired a new certified public accountant (CPA) in an cffort to enhance the
reporting of the corporation’s financial information. As part of the agrecement between the
corporation and the current CPA, the CPA will present all of the financial reports to the
Executive Dircector before issuing the final reports. This process will include procedures o
assurc that all balances are properly stated 1n the financial reports.

Bank Reconciliation

The corporation recently hired a CPA that prepares automated bank reconciliations. The
automated process has systematic review functions that will assist in the detectling of
errors. Since the automated process utilizes the same financial data to prepare bank
reconciliations and the general ledger, all adjustments will be automatically recorded in the
general ledger. Therefore, the balance in the general ledger and on the bank reconciliation
will be the same amount.

Grant Compliance

With the hiring of a new accountant, the accounting records will be completed in a timely
manner which will allow the auditors sufficient time to complete audit. We will also start
the solicitation process during November of 1999 to assure that the corporation complics
with the State of Louisiana audit requirement.

Organizational Structure

As indicated in the “Minutes of the Board of Directors Meeting”, all significant projects
are presented to the board of directors for approval before the corporation engages in any
major activity. The board of directors is also informed about other matters of the
corporation as well.



