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REPORT OF IND EPENDENT A CCOUNTANTS ON TH E 
SCHEDU LE OF FEDERAL FINAN ICAL ASSISTAN CE 

The M anagem ent of the Housing Authority 
of New Orleans and Regional Inspector 
General for Audit, U .S. Departm ent of 
Housing and Urban Developm ent 

W e have audited the com bined financial statem ents of the Housing Authority of N ew 

Orleans, Louisiana (HANO) as of and for the year ended September 30, 1994, and 
have issued our report thereon dated D ecem ber 20, 1995. These com bined financial 
statem ents are the responsibility of HANO 's m anagem ent. Our responsibility is to 
express an opinion on these com bined financial statem ents based on our audit. 

W e conducted our audit in accordance with generally accepted auditing standards and 
Governm ent Auditing Standards, issued  by the Comptroller General of the United 
States. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statem ents are free of m aterial m isstatem ent. An 
audit includes exam ining, on a test basis, evidence supporting the am ounts and 
disclosures in the financial statem ents. An audit also includes assessing the accounting 
principles used and significant estim ates m ade by m anagem ent, as well as evaluating 
the overall financial statem ent presentation. W e believe that our audit provides a 
reasonable basis for our opinion. 

Our audit was m ade for the purpose of form ing an opinion on the com bined financial 
statem ents of H AN O , taken as a whole. The accom panying Schedule of Federal 
Financial Assistance is presented for purposes of additional analysis and is not a 
required part of the com bined financial statem ents. The inform ation in that schedule 

has been subjected to the auditing procedures applied in the audit of the combined 
financial statem ents and, in our opinion, is fairly presented in all m aterial respects in 
relation to the com bined financial statem ents taken as a whole. 
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This repor~ is intended for the infonnation and use of the m anagem ent of the Housing 
Authority of N ew Orleans, Louisiana and the Regional Inspector General for Audit, 
U.S. Departm ent of Housing and Urban Developm ent. However, this report is a m atter 
of public record and its distribution is not lim ited. 

Decem ber 30, 1997 

X~< 

- 2 - 



HOU SING AUTHORITY OF N EW  ORLEAN S 
NEW  O RLEAN S. LOUISIANA 

SCHEDU LE OF FEDERAL FINAN CIA L A SSISTAN CE 

FOR THE Y EAR ENDED SEPTEM BER 30. 1994 

Federal CFDA 
Federal Grantor/Program  Title Num ber Contract Num ber 

U .S. Departm ent of ttousing and 
Urban D evelopm ent Direct Program s 

Expenditures 

Operating Subsidy 14.850' FW -1190 $ 32,161,194 

Section 8 14.156* FW -2201/2053/2217 18,986,739 

Com prehensive Im provem ent 
A ssistance Program  14.850" LA 48P001701 12,783,346 

Com prehensive Grant Program 14.852* LA 48P001702/03 10,957,985 

Com nm nity Outreach Drug 
Elim ination Program  

Public ttousing Anti-Drug Program  

W orkers' Com pensation 

Total Federal A ssistance Expended 

* Major program as defined by OMB Circular A- 128 

14.157 

14.177 
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LA 48DEP0010191 

LA 48DEP0010192 

N A 

300,703 

745,182 

833.588 

$ 76,768,737 



Q 

REPORT ON THE INTERNA L CONTROL STRUCTU RE U SED IN 
ADM IN ISTERIN G FEDERA L FINAN CIAL A SSISTAN CE PROGRA M S 

The M anagem ent of the Housing Authority 
of N ew Orleans and Regional Inspector 
General for Audit, U .S. Departm ent of 
Housing and Urban  Developm ent 

W e have audited the com bined  financial statem ents of the Housing Authority of N ew 
Orleans, Louisiana (HANO) as of and for the year ended  Septem ber 30, 1994, and 
have issued  our report thereon dated  Decem ber 20, 1995. W e have also audited the 

compliance of HANO with requirements applicable to major fed eral financial 
assistance program s and have issued our report thereon dated  Decem ber 20, 1995. W e 
were not engaged  to perform an d did not perform  an audit in acco rdan ce with the Pubic 
and Indian Housing (PIH) Compliance Supplement (PIH Number 95-31), 

W e conducted  our audits in accordance with generally accepted  auditing stan dards 
Govern m ent A uditing Stan dards, issued by the Com ptroller General of the United  
States; and O ffice of M anagem ent an d Budget Circular A -128, Audits of State an d 
Local Governm ents. Those stan dards an d OM B Circular A-128 require that we plan 
and perform the audit to obtain reasonable assurance about whether the finan cial 
statem ents are free of m aterial m isstatem ent an d about whether H AN O com plied  w ith 

laws an d regulations, noncomplian ce with which would be material to a major fed eral 
finan cial assistance program . 

In planning an d perform ing our audits for the year ended  Septem ber 30, 1994, we 
co nsider ed the internal control structure of HAN O in order to determ ine our auditing 
procedures for the purpose of expressing our  opinions on the com bined  finan cial 
statem ents of llAN O an d on the com plian ce of HAN O with requirem ents applicable to 

major program s, an d to rep ort on the internal control structure in accordan ce with 
OM B Circular  A-128. This report addresses our  co nsider ation of internal co ntrol 
stnJcture policies an d procedures relevan t to co m pliance with req uirem ents applicable 
to fed eral finan cial assistance progr am s. W e have addressed  internal co ntrol structure 
policies an d procedures relevant to our audit of th e combined  finan cial statem ents in a 
separate report dated Dece m ber  20, 1995. 
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The m anagem ent of HAN O is responsible for establishing and m aintaining an internal 

control structure. In fulfilling this responsibility, estimates and judgements by 
rnanagem ent are required to assess the expected benefits and related costs of internal 

control structure policies and procedures. The objectives of an internal control 
structure arc to provide m anagem ent with reasonable, but not absolute, assurance that 
~Lssets are safeguarded against loss from unauthorized use or disposition, Ibat 
transactions are executed in acco rdance w ith m anagem ent's authorization and recorded 
properly to perm it the preparation of the com bined financial statem ents in accordance 
with generally accepted accounting principles and that federal financial assistance 
program s are m anaged in com pliance with applicable law s and regulations. Because of 
inherent lim itations in any internal control structure, errors, irregularities, or instances 

of noncompliance may nevertheless occur and not be detected. Also, projection of any 
evaluation of the structure to future periods is subject to the risk that procedures may 
becom e inadequate because of changes in conditions or that the effectiveness of the 
design and operation of policies and procedures m ay deteriorate. 

For the purpose of this report, we have 
structure policies and procedures used in 
program s in the following categories: 

Accounting Controls 

classified the significant internal control 
adm inistering federal financial assistance 

~ Legal com pliance 
~ A sset m anagem ent 
* D ebt restrictions 
~ Grant revenues an d cash receipts 
* Purchases and cash disbursem ents 
~ G eneral ledger and financial reporting 
,, Grant accounting 
* Com pliance with regulations of the U.S. Department of Housing and Urban 

Developm ent, excluding com pliance with PIH N um ber 95-31 as discussed in 
paragraph one of this report 
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The M anagem ent of the Housing Authority of 
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General for Audit, U .S. Deparlm ent of 
ttousing and Urban Developm ent 

Page 3 

Controls used in adm inistering com pliance with law s and regulations 

General ReQuirem ents 

a, Political activity 
* Civil rights act 
G, Cash m an agem ent 
() Federal financial reports 
* A llowablecosts/cost principles 
q, Drug-fiee workplace act 
() Adm inistrative requirem ents 
o D avis-Bacon act 
~ Relocation assistance and real 
property acquisition. 

Specific Requirem ents 

., Types of services 
~ Eligibility 
~ Advances and reim bursem ents 
~ Am ounts claim ed or used for 

m atching as determ ined by the OM B 
Circulars A-87 and other applicable 
cost principles or regulations that are 
applicable to each of its major 
program s. 

~ Reporting 

For all of the intern al control structure categories listed above, we obtained an 
understanding of the design of relevant policies and procedures and determ ined 
whether they have been placed in operation, and w e assessed control risk, 

During the year ended Septem ber 30, 1994, HAN O expended 98%  percent of its total 

federal financial assistan ce under major federal financial assistance programs. 

W e perform ed tests of controls, as required by OM B Circular A-128, to evaluate the 
effectiveness of the design and operation of internal control structure policies and 
procedures that w e considered relevant to preventing or detecting m aterial 
noncom pliance w ith specific requirem ents, general requirem ents, and requirem ents 
govern ing claim s for advan ces an d reim bursem ents and am ounts claim ed or used for 

matching that are applicable to each of HANO's major federal finan cial assistance 
program s, which are identified in the accom pan ying Schedule of Federal Financial 
Assistance. Our procedures w ere less in scope than would be necessary to render an 
opinion on these internal control structure policies and procedures. A ccordingly, w e 
do not express such an opinion. 

W e noted certain m atters involving the intern al control stru cture and its operation that 
we consider to be reportable conditions under standards established by the Am erican 
Institute of Certified Public A cco untants. Reportable conditions involve m atters 
com ing to otJr attention relating to significant deficiencies in the design or operation of 

the internal control structure that, in our judgment, could adversely affect HANO's 
ability to adm inister federal finan cial assistan ce program s in accordance w ith 
applicable law s and regulations. 

- 6 - 
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N cw Orleans and the Regional Inspector 
General for Audit, U .S. Departm ent of 
Housing and Urban Developm ent 
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W e belicve the following is a reportable conditions as described above 

(a) HANO did not maintain suffi cient documentation of compliance with competitive 
bidding requirem ents for certain contracts selected for testing related to the 
M odernization Program . 

A m aterial w eakness is a reportable condition in which the design or operation of one 
or m ore of the internal control structure elem ents does not reduce to a relatively low 
level the risk that noncom pliance w ith laws and regulations that would be m aterial to a 
federal financial assistance program m ay occur and not be detected within a tim ely 
period by em ployees in the norm al course of perform ing their assigned functions. 

Our consideration of the intem al control structure policies and procedures used in 
adm inistering federal financial assistance would not necessarily disclose all m atters in 
the intern al control structure that m ight be reportable conditions and, accordingly, 
would not necessarily disclose all reportable conditions that are also considered to be 

material weaknesses as defined above. However, we consider item (a) noted above to 
be a m aterial weakness as defined above. This condition was considered in 
detern fining the nature, tim ing, and extent of the procedures to be perform ed in our 

audit of the compliance of HANO with requirements applicable to its major federal 
finan cial assistance program s for the year ended Septem ber 30, 1994, and this report 
does not affect our report thereon dated Decem ber 30, 1997. 

This report is intended for the inform ation of the m anagem ent of the Housing 
Authority of N ew Orleans, Louisiana, and the Regional Inspector General for Audit, 
U .S. Departm ent of Housing and Urban Developm ent. However, this report is a m atter 
of public record, and its distribution is not lim ited. 

Decem ber 30, 1997 

L z-7:" 
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REPORT ON COM PLIANCE W ITH THE GENERAL REQUIREM ENTS 
A PPLICABLE TO FEDERAL FINAN CIA L A SSISTANCE PRO GRAM S 

Tile M anagem ent of the Housing A uthority 
of N ew Orleans and Regional Inspector 
General for Audit, U.S. Departm ent of 
ttousing and Urban Developm ent 

W e have audited the com bined financial statem ents of the Housing Authority of N ew 

Orleans, Louisiana (HANO) as of and for the year ended September 30, 1994, and 
have issued our report thereon dated Decem ber 20, 1995. 

W e have applied procedures to test HAN O 's com pliance with the following 
requirem ents applicable to its federal financial assistance program s, which are 
identified in the Schedule of Federal Financial Assistance for the year ended 
Septem ber 30, 1994: 

~ Political activity 
* Davis - Bacon Act 
~ Civil Rights Act 
~ Cash M anagem ent 
~ Relocation assistance and real property acquisition 
~ Federal financial reports 
~ A llowable costs/cost principles 
~ Drug-Free W orkplace Act 
~ Adm inistrative requirem ents 

Our procedures were lim ited to the applicable procedures described  in the Offi ce of 
M anagem ent and Budget's Com pliance Supplem ent for Single Audits of State and 
Local Governm ents. W e were not engaged to perform  and did not perform  procedures 

in accordance with the Pubic and Indian Housing (PIH) Compliance Supplement (P1H 
Number 95-31). Our proced ures were substantially less in scope than an audit, the 
objective of which is the expression of an opinion on HANO's compliance with the 
requirem ents listed in the preceding paragraph. A ccordingly, we do not express such 
an  opinion. 

- 8 - 



The M anagem ent of the Housing Authority of 
N ew Orleans and the Regional Inspector 
General for Audit, U .S. Departm ent of 

Housing and Urban Developm ent 
Page 2 

W ith respect lo the item s tested, the results of those procedures disclosed no m aterial 
instances of noncom pliance with the requirem ents listed in the second paragraph of 
this report. W ith respect to item s not tested, nothing cam e to our attention that caused 
us to believe that HANO had not com plied, in all m aterial respects, with those 
requirem ents. 

This report is intended for the information of the m anagem ent of the Housing 
Authority of N ew Orleans, and the Regional Inspector General for Audit, U .S. 
Departm ent of Housing and Urban Developm ent. However, this report is a m atter of 
public record and its distribution is not lim ited. 

Decem ber 30, 1997 
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REPORT ON COM PLIANCE W ITH SPECIFIC RE QUIREM ENTS 
APPLICABLE TO M A JOR FEDERA L FINANCIAL ASSISTAN CE PROGRA M S 

The M anagem ent of the Housing Authority 
of N ew Orleans and Regional Inspector 
General for Audit, U.S. Departm ent of 
Housing and Urban Developm ent 

W e have audited the com bined  financial statem ents of the Housing Authority of N ew 

Orlean s, Louisian a (HANO) as of and for the year ended  Septem ber 30, 1994, and 
have issued  our report thereon dated Decem ber 20, 1995. W e w er e not engaged to 
perform an d did not perform  an  audit in accordan ce with the Pubic an d Indian  Housing 

~IH) C~ liance Supplement (PIH Number 95-31) 

W e have also audited HANO 's com plian ce with the requirem ents governing types of 
services allowed or unallowed; eligibility; reporting; am ounts claim ed or used  for 
m atching; an d claim s for advances an d reim bursem ents; that are applicable to each of 

its major fed eral programs, which are identified in the accompan ying Schedule of 
Fed eral Finan cial A ssistan ce, for th e year ended  Septem ber 30

, 1994. The 
rnan agem ent of HAN O is responsible for HAN O 's com plian ce w ith those 
requirem ents. Our responsibility is to express an opinion on co m pliance with those 
rexluirem ents based  on our audit, 

W e co nducted  our audit of co m plian ce with th ose requirem ents in accordance  with 

generally accepted auditing standards; Governmei)t Auditing Standards, issued by the 
Com ptroller General of the United  States; an d Office  of M an agem ent an d Budget 

(OM B) Circular A-128, Audits of State an d Local Governments. Those stan dards and 
OM B Circular  A -128 req uire th at we plan an d perform th e audit to obtain reasonable 
assuran ce  about wheth er m aterial nonco m pliance with th e. req uirem ents referred  to 
above occurred. An audit includes exam ining, on a test bas is

, evidence about HAN O 's 
cx~m plian ce with th ose req uirem ents. W e believe that our  audit provides a reasonable 
basis for our opini on. 

As further described in the accompan ying Schedule of Findings an d Questioned Costs, 
th e results of our audit proced ures for the M odernization Progr am  disclosed  that 
HAN O did not comply with th e requirem ent to m aintain suffi cient docum entation to 
support specific com plian ce  with co m petitive bidding requirem ents. In our opinion, 

HANO 's co m plian ce with these req uirem ents is necessary for HANO to com ply with 
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In addition, the results of our audit procedures disclosed im m aterial instances of 
noncom pliance with the requirem ents referred to in the second paragraph, which are 

described in the accompanying Schedule of Findings and Questioned Costs. W e 
considered these instances of noncom pliance in forming our opinion on com pliance, 
which is expressed in the following paragraph. 

In our opinion, except for instances of noncom pliance with the requirem ents applicable 
to the M odern ization Program  referred to in paragraph four of this reporl, HAN O 
com plied, in all m aterial respects, w ith the requirem ents govern ing types of services 
allowed or unallowed; eligibility; reporting; am ounts claim ed or used for m atching; 
an d claims for advances and reimbursements, that are applicable to each of its major 
tbderal program s for the year ended Septem ber 30, 1994. In addition, we noted 
im m aterial instances of noncom pliance which are reported as findings two and three in 

the Schedule of Findings and Questioned Costs. 

This report is intended for the inform ation of the m anagem ent of the Housing 
Authority of N ew Orleans and the Regional Inspector General for Audit, U .S. 
Departm ent of Housing and Urban Developm ent. However, this report is a m atter of 
public record and its distribution is not lim ited, 

Decem ber 30, 1997 



]tOU S1NG A UTH ORITY OF NEW  ORLEAN S 
NEW  ORLEANS. LOUISIANA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

SEPTEM BER 30. 1994 

1. A. FlNDINGS AND QUESTIONED COSTS - M ATER1AL 

Responses - See separate report from m anagem ent 

PRO GRA M : M OD ERN IZATION PROGRAM  

Findinag~ 

QUESTIONED COST: $908,232 

CON DITION 

O f the fifteen M odernization Program contracts selected for testing, com petitive bidding 
inform ation was not located for six contracts. Exceptions include the following contracts: 

lm re Hegedus & Associates 
W isznia & A ssociates 
M odus, Inc. 
G endusa Grave & Burgabl 
Hershberg & Associates 
N olm ar 

Total 

EFFECT 

$ 80,695 
123,600 
170,000 
268,837 
78,150 
186,950 

$ 908,232 

Because the bid docum entation could not be located, HAN O is unable to dem onstrate 
com pliance w ith com petitive bidding requirem ents, 

RECOM M EN DATION 

W e recom m end that HAN O im plem ent procedures to ensure that all contract adm inistration 
processes are com pletely and uniformly perform ed and docum entation is m aintained on 
file. 
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1. B. FINDINGS AND QUESTIONED COSTS - IM M ATERIAL 

PROGRAM : M OD ERNIZATION PROGRAM  

Findir~ 2 

QUESTIONED COSTS: $40,218 

CON DITION 

The M odernization Program 's costs 
rehabilitation and associated expenditures 

are substantially eom prised of construction, 
~ O f the sixty transactions selected for testing, 

HAN O could not locate one invoice for services 

EFFECT 

HAN O is unable to dem onstrate com pliance with specific contract provisions to m aintain 
supporting docum entation of the transaction. 

RECOM M EN DATION 

W e recom m end that HAN O im prove its adm inistrative filing process to locate supporting 
docum entation, including invoices, for all transactions~ 

PRO GRAM : M OD ERN IZATION PROGRAM  

Finding3  

QUESTIONED COST: $ 0 

- 13 - 



CON DITION 

Canceled checks could not be located for three of the sixty item s selected for testing 
However, carbon copies and other supporting docum entation were inspected. 

llAN O is unable to dem onstrate paym ent to the authorized vendor as required by the 
contract policies and procedures. 

RECOM M EN DA TION 

W e recom m end that HAN O im prove its adm inistrative filing process to locate supporting 
docum entation, including the canceled checks, for all transactions. 

ll. STATU S OF PRIOR-Y EAR FIN DINGS 

Condition 1: Inspection Failure 
Condition 2: M ultiple Repairs 
Condition 3: Leaking Roofs 

Status: M anagem ent asserts that they have initiated corrective action to im prove the 
conditions cited in the 1993 Single Audit Report related to the m aintenance of the 
properties. Sim ilar conditions w ere noted in previous reports of the O ffi ce of the 
Inspector General. W e noted nothing during our audit to contradict m an agem ent's 
assertion; however, physical conditions were not included in the scope of our audit. 

Condition 4: Sexual Discrim ination 

Status: N othing cam e to our attention as a result of our testing to indicate that HAN O is 
not in com pliance w ith the requirem ents for Civil Rights for the year ended 
Septem ber 30, 1994. 

III. REFERENCE TO M ATERIA L FINDING S PRESENTED IN REPORTS OF OTHER 
AU DITORS OR FED ERAL IN SPECTOR GEN ERA L 

HUD and the Offi ce of the Inspector perform ed several audits at HAN O during 1994. 
Severalm aterialw eaknessesin thephysicaleonditionsoftheproperties and other opera- 
tions at HAN O were disclosed. 
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