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INDEPENDENT AUDITORS’ REPORT

To the Board of Commissioners of
Housing Authority of East Baton Rouge Parish
Baton Rouge, Louisiana

| have audited the accompanying basic financial statements of the Housing Authority of East Baton
Rouge Parish (the “Authority”) as of and for the year ended September 30, 2003, as listed in the table of
contents. These basic financial statements are the responsibility of the Housing Authority of East Baton
Rouge Parish’'s management. My responsibility is to express an opinion on these basic financial
statements based on my audit.

| conducted my audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States. Those standards require that | plan and perform
the audit to obtain reasonable assurance about whether the basic financial statements are free of matenal
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the basic financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall basic financial
statement preséntation. | believe that my audit provides a reasonable basis for my opinion.

In my opinion, the basic financial statements referred to above present fairly, in all material respects, the
financial position of the Housing Authority of East Baton Rouge Parish at September 30, 2003 and the
respective changes in financial position and cash flows, thereof for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

As described in Note 1 to the basic financial statements, the Authority adopted the provisions of
Governmental Accounting Standards Board Statement No. 34, Basic Financial Statements - and
Management's Discussion and Analysis — For State and Local Governments; Statement No. 37, Basic
Financial Statements — and Management’s Discussion and Analysis — for State and Local Governments:
Omnibus; and Statement No. 38, Certain Financial Statement Note Disclosures as of July 1, 2002. This
results in a change in the format and content of the basic financial statements.

In accordance with Government Auditing Standards, | have also issued a report dated March 23, 2004 on
my consideration of the Housing Authority of East Baton Rouge Parish's internal control over financial
reporting and my tests of its compliance with certain provisions of laws, regulations contracts and grants.
Those reports are an integral part of an audit performed in accordance with Government Auditing
Standards and should be read in conjunction with this report in considering the results of my audit.



HOUSING AUTHORITY OF THE EAST BATON ROUGE PARISH
Baton Rouge, Louisiana

independent Auditor's Report, 2003

Page Two

To the Board of Commissioners
Housing Authority of East Baton Rouge Parish

The Management's Discussion and Analysis listed in the table of contents is not a required part of the
basic financial statements but is supplementary information required by accounting principles generally
accepted in the United States of America. | have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation of the
supplementary information. However, | did not audit the information and express no opinion on it.

My audit was conducted for the purpose of forming an opinion on the basic financial statements taken as
a whole. The financial data schedules listed in the table of contents are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The accompanying
schedule of expenditures of federal awards programs is presented for purposes of additional analysis as
required by U.S. Office of Management and Budget Circular A-133, “Audits of States, Local
Governments, and Non-Profit Organizations,” and i1s also not a required part of the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and, in my opinion, is fairly stated in all material respects, in relation to the
basic financial statements taken as a whole.
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Housing Authority Of East Baton Rouge Parish
Management Discussion And Analysis
For The Year Ended September 30, 2003

As management of the Housing Authority of East Baton Rouge Parish, we offer the readers of the
Authority’s financial statements this narrative overview and analysis of the financial activities of the
Authority for the year ended September 30, 2003. We encourage readers to consider the information
presented here in conjunction with the Authority’s financial statements.

Questions concerning any of the information provided in this report or requests for additional information
should be addressed to the Executive Director, Housing Authority of East Baton Rouge Parish, 4731
North Boulevard, Baton Rouge, Louisiana 70806.

Financial Highlights

e« The assets of the Authority exceeded its liabilities as of September 30, 2003 by $20,152,226 (net
assets)

e The Authority's cash and cash equivalent balance as of September 30, 2003 was $766,635
representing an increase of $76,087.

e The Authority had intergovernmental revenue of $15,922,258 in HUD operating subsidies,
$758,331 in operating grants, and $1,082,097 in capital grants for the year ended September 30,
2003.

e The Authority administers federal, state and local grants to benefit the low income and elderly
citizens of East Baton Rouge Parish.

e The Authority received a 92% score related to their SEMAP for the fiscal year ended September
30, 2003.

e The Authority received a 24.67% score related to their unaudited electronic Financial Data
Schedule submission to the HUD Real Estate Assessment Center (REAC) for the year ended
September 30, 2003. This represents a decrease of approximately 3% from the audited
electronic submission to HUD REAC for the year ended September 30, 2002,

- Overview of Financial Statements

The financial statements included in this annual report are those of a special-purpose government
engaged in & business-type activity. The following statements are included:

» Statement of Net Assets — reports the Authority’s assets and liabilities at the end of the operating
year and provides information about the nature and amounts of investment of resources and
obligations to creditors.

o Statement of Revenue, Expenses, and Change in Net Assets — the results of activity over the
course of the current year. It details the costs associated with operating the Authority and how
those costs were funded. It also provides an explanation of the change in net assets from the
previous operating period to the current operating period.

» Statement of Cash Flows - reports the Authority’s cash flows in and out from operating, investing
and financing activities. It details the sources of the Authority’s cash, what it was used for, and
the change in cash over the course of the operating year.

e The notes to the financial statements provide additional information that is essential to a full
understanding of the data provide in the financial statements. The notes to the financial
statements begin on page 11 of this report.

e Other information in addition to the basic financial statements and accompanying notes, presents
certain supplementary information regarding the Authority's electronic data submitted to HUD
REAC. Supplementary information can be found beginning on page 9 of this report.

3



Housing Authority Of East Baton Rouge Parish
Management Discussion And Analysis (continued)
For The Year Ended September 30, 2003

Our analysis of the Authority as a whole begins on this page. The most important question asked about
the Authority's finances is, “Is the Authority, as a whole, better or worse off as a result of the year's
activities?”

The attached analysis of entity wide net assets, revenue, and expenses are provided to assist with
answering the above gquestion. This analysis includes all assets and liabilities using the accrual basis of
accounting.

Accrual accounting is similar to the accounting used by most private sector companies. Accrual
accounting recognizes revenue and expenses when eamed regardiess of when cash is received or paid.

Our analysis also presents the Authority’s net assets and changes in them. You can think of the
Authority's net assets as the difference between what the Authority owns (assets) to what the Authority
owes (liabilities). The change in net assets analysis will assist the reader with measuring the health or
financial position of the Authority.

Over time, significant changes in the Authority’s net assets are an indicator of whether its financial health
is improving or deteriorating. To fully assess the financial health of any Authority, the reader must also
consider other non-financial factors such as changes in family composition, fluctuations in the local
economy, HUD mandated program administrative changes, and the physical condition of the Authority’'s
capital assets.

Total Assets for YE 2002 were $22,721,527 and at YE 2003 the amount was $22,252,620. This
represents a net decrease of $468,907. This decrease is the function of current depreciation exceeding
capital outlays.

Current Assets increased by $22,197.

Net Capital Assets decreased by $555,152 because Accumulated Depreciation is lowering the values of
capital assets. The Authority incurred approximately $1,497,314 in capital outlays. The Authority realized
a net decrease in capital assets because current depreciation exceeded capital outlays.

Current Liabilities increased from $420,609 in YE 2002 to $711,146 in YE 2003. This increase of
$290,537 was the result of increases in amounts outstanding at year-end in vendor accounts payable and
increases in the amounts accrued for wages and related employee benefits payable.

Non-current Liabilities increased by $40,760. This increase represents a change in the classification of
amounts reported as long-term liabilities from the prior year.

Net Assets — The difference between an organization's assets and its liabilities is its net assets. Net
assets are categorized as one of three types.

1. Invested in capital assets, net of related debt — Capital assets, net of accumulated depreciation
and reduced by debt attributable to the acquisition of those assets;

2. Restricted — net assets whose use is subject to constraints imposed by law or agreement;

3. Unrestricted —~ net assets that are neither invested in capital assets nor restricted.

4




Housing Authority Of East Baton Rouge Parish
Management Discussion And Analysis (continued)
For The Year Ended September 30, 2003

Housing Authority of East Baton Rouge Parish Net Assets

2003 2002
Current assets $ 1,401,552 $ 1,379,355
Resltricted assetls 196,072 132,024
Capital assets (net) 20,654,996 21,210,148
Total assets 22,252,620 22,721,527
Current liabilities 711,148 420,609
Tenant security deposits 114,928 132,652
Long-term liabilities 1,274,320 1,233,560
Total Liabilities 2,100,394 1,786,821
Invested in capital assets (net) 19,501,353 20,145,647
Restricted Net Assels 81,144 {628)
Unrestricted Net Assets 569,729 789,687
Total Net Assets | 20,152,226 20,934,706
Totat Liabilities and Net Assets $22,252,620 $22,721,527

In YE 2003 and YE 2002, total revenue was $19,478,211 and $18,857,998, respectively. Comparatively,
YE 2003 revenue was more than YE 2002 revenue by $620,213. The primary result was due to
increases in HUD operating subsidies and operating grant revenues.

Total Operating Expenses increased by 5% in YE 2003 as compared to YE 2002. This is the net result
of increases in Housing Assistance Payments made to landlords and general increases in administrative
costs and repairs and maintenance and a decrease in depreciation expense.

Housing Assistance Payments increased by $1,448,135 or 13% as compared to YE 2002.

Utilities decreased by $119,006 or 9% as compared to YE 2002.

Maintenance expenditures increased by $408,243 or 26% as compared to YE 2002. This is due to
employee overtime and material costs incurred in unit turnaround efforts. The Authority also incurred
costs associated related to two vacated HOPE VI sites that have been scheduled for renovation.




Housing Authority Of East Baton Rouge Parish
Management Discussion And Analysis (continued)
For The Year Ended September 30, 2003

Housing Authority of East Baton Rouge Parish Changes in Net Assets

Revenues:

Operating revenues:
Annual contributions — HAP
HUD administrative fee
Public housing operating subsidy
Operating grants
Dwelling rental

Nonoperating revenues:
Capital grants

Interest revenue
Miscellaneous

Total revenues

Expenses:
Housing assistance payments
General and administrative
Repairs and maintenance
Utilities
Tenant services
Protection services
Depreciation and amortization

Nonoperating expenseas:
Interest expense
Miscellaneous

Total expenses

(Decrease) in net assets

Net assets — 10/1

Net assets — 9/30

2003 2002

$12,428,030 $10,979,865
1,245,600 1,159,724
2,248,628 1,778,666
758,331 1,146,682
1,441,659 1,449,710
1,082,097 1,956,333
3,896 20,142
270,070 366,876
19,478,211 18,857,008
12,082,713 10,979,865
2,208,446 2,215,832
1,955,580 1,547,337
1,194,671 1,313,677
562,245 581,193
34,390 24,573
2,085,726 2,547 045
44 866 -
2,054 -
20,260,691 19,209,522
(782,480) (351,524)
21,934,706 21,286,230
$20,152,226 $20,934,706




Housing Authority Of East Baton Rouge Parish
Management Discussion And Analysis (continued)
For The Year Ended September 30, 2003

Capital Asset and Deaebt Administration

Capital assets. The Housing Authority of East Baton Rouge Parish's investment in capital assets as of
September 30, 2003, amounts to 20,654,996 (net of accumulated depreciation}). This investment in
capital assets includes land, buildings and improvements, and furniture and equipment. The total
increase in the Housing Authority of East Baton Rouge Parish’s investment in capital assets for the
current operating year was 3%.

Housing Authority of East Baton Rouge Parish’s Capital Assets

2003 2002
Land $ 3,568,522 $ 3,662,273
Buildings and improvements 49,879,551 48,180,163
Fumiture and equipment 2,177,719 2,317,020
Total $55,625,792 $54,049,456

Additional information on the Housing Authority of East Baton Rouge Parish’s capital assets can be found
in note 5 on page 15 of this report.

Long-term debt. At the end of the current year, the Housing Authority of East Baton Rouge Parish had
total debt outstanding of $1,1563,643. This debt is backed by the full faith and credit of the Housing
Authority.

Housing Authority of East Baton Rouge Parish’s Outstanding Debt

2003 2002
Mortgage note payable $ 528,387 $ 542311
CDBG & HOME program notes payable 625,256 522,190
Total $1,153,643 $1,064,501

The balance of the total outstanding debt at year-end represents an increase from that of the previous
year-end of $89,142, or 8%. The Authority drew down an additional $135,000 in CDBG HOME loan
funds during 2003. The net increase is the net result of principal paid on debt existing at the beginning of
the year and the additional CDBG HOME loan funds drawn down in the current year. More detailed
information about the Authority’s debt can be found on Note 6 in the accompanying Notes to the Financial
Statements.

Economic Factors

Significant economic factors affecting the Authority are as follows;
» Federal funding provided by Congress to the Department of Housing and Urban Development,
e Local labor supply and demand, which can affect salary and wage rates,

e Local inflationary, recessionary and employment trends, which can affect resident incomes and
therefore tenant rental income,

» |nflationary pressure on utility rates, supplies and other costs.




ASSETS

Current assets:

Housing Authority of East Baton Rouge Parish
Statement of Net Assets
September 30, 2003

Cash and cash equivalent

Receivables:
Intergovernmental

Tenant rents, net of allowance

Miscellaneous
Prepaid insurance

Inventory

Total current assets

Restricted assets:

Cash and cash equivalents

Noncurrent assets:
Capital assets:

Land

Buildings and improvements
Furniture and equipment

Less accumulated depreciation
Capital assets, net of accumulated depreciation

Total assets

LIABILITIES

Current Liabhilities:
Accounts payable

Accrued wages payable
Accrued compensated absences

HUD liability

Other liability
Notes payable

Total current liabilities

Liabilities Payable from Restricted Assets:
Security deposit liability

Noncurrent liabilities
Notes payable

Accrued compensated absences

Other liabilities

Total noncurrent liabilities

Total liabilities

Net Assots:

Invested in capital assets, net of related debt

Restricted
Unrestricted

Total net assets

The accompanying notes are an integral part of these financial statements.

$ 766,635

314,756
30,262
13,730

180,848
95,321

1,401,552

196,072

3,568,542

49,879,551

2,177,719
{34,970,796)

20,654,996

22,252,620

317,656
71,749
66,342
18,002

188,671
48,726

711,146

114,928

1,104,917
82,373
87,030

1,274,320

2,100,394

19,501,353
81,144
569,729

$ 20,152,226




Housing Authority of East Baton Rouge Parish

Statement of Revenues, Expenses, and Changes In Net Assets

For the Year Ended September 30, 2003

Operating Revenues:

Annual contributions - Housing Assistance Payments

HUD administrative fee
Public housing operating subsidy
Operating grants
Dwelling rental
Total operating revenues

Operating Expenses:

Housing Assistance Payments

General and administrative

Repairs and maintenance

Utilities

Tenant services

Protection services

Depreciation and amortization
Total operating expenses

Operating (loss)

Nonoperating Revenues (Expenses):

Capital grants
Interest revenue
Interest {expense)
Miscellaneous revenues
Miscellaneous expenses
Total nonoperating revenues

Change in net assets

Net assets, beginning of year, as restated

Net assets, end of year

The accompanying notes are an integral part of these financial statements.

$ 12,428,030
1,245,600
2,248,628

758,331
1,441,559
18,122,148

12,082,713
2,298,446
1,955,580
1,194,671
262,245
34,390
2,085,726

20,213,771

(2,091,623)

1,082,097
3,896

(44,866)
270,070
(2,054)

1,309,143

(782,480)
20,934,706




Housing Authority of East Baton Rougse Parish
Statement of Cash Flows
For the Year Ended September 30, 2003

CASH FLOWS FROM OPERATING ACTIVITIES

Recelpts froim federal subsidles
Receipts from tenants
Payments to landlords
Paymaents to suppliers
Payments to employees

Net cash provided by opearating activities
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Proceeds from capital grants
Miscellaneous revenues

Miscellaneous (expenses)

Net cash provided by noncapital financing activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES

Purchase and construction of capital assets
Principal paid on long-term debt
Interest paid on long-term debt

Net cash (used in) capltal and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received
Net cash provided by investing activities

Net (decrease) in cash and cash equivalents
Cash and cash equlvalents - beginning of year

Cash and cash equivalents - end of year

Reconciliation of operating income {loss) to net cash provided by operating activities:

Operating (loss)

Adjustments to reconcile operating (loss) to net cash
provided by operating activities:

Depreciation and amortization
Changes in assets and liabllities;

intergovernmental receivabla, net

Tenant rents, net of allowance
Miscellaneous receivables

Prepaid insurance
Inventories
Restricted assets

Accounts payable
Accrued wages payable
Accrued compensatad absences

HUD liability

Other liability
Security deposit lability

Net cash provided by operating activities

The accompanying notes are an integral part of these financial statements.

$ 16,880,289
1,419,234
(11,959,988)
(3,538,199)
—(2.460,936)

340,400

1,082,097
270,070
(2,054)

1,350,113

(1,525,782)
(47,674)
(44,866)

(1,618,322)

3,896
3,896

76,087

£90,548

$ 766,635

$ (2,091,623)

2,085,726

199,700
(6,464)
47,311
(19,510)
(35,123)
(64,048)
18,582
61,406
7,346
18,002
136,819
{17,724)

$ 340,400




Housing Authority of East Baton Rouge Parish
Notes To Financial Statements
September 30, 2003

Summary of significant accounting policies
A. Reporting Entity

The Housing Authority of East Baton Rouge Parish (the “Authority”) was chartered as a public
corporation under the laws of the State of Louisiana for the purpose of providing safe and sanitary
dwelling accommodations for the residents of East Baton Rouge Parnish, Louisiana. This formation
was contingent upon the approval of the local governing body of the Parish.

The Authority is governed by a Board of Commissioners (Board), which is composed of seven
members. The Commissioners are appointed by the Baton Rouge Metropolitan Council and serve
five-year staggered terms. The Board of the Authority exercises all powers granted to the
Authority.

The Board has the final responsibility for:

1. Approving budgets.

2. Exercising control over facilities and properties.

3.  Controlling the use of funds generated by the Authority
4, Approving the hiring and firing of key personnel

0. Financing improvements.

The financial statements were prepared in accordance with GASB Statement No. 14, The
Financial Reporting Entity, which establishes standards for defining and reporting on the financial
reporting entity. The definition of the financial reporting entity is based upon the concept that
elected officials are accountable to their constituents for their actions. One of the objectives of
financial reporting is to provide users of financial statements with a basis for assessing the
accountability of the elected officials. The financial reporting entity consist of the primary
government, organizations for which the primary government is financially accountable, and other
organizations for which the nature and significance of their relationship with the primary
government are such that exclusion would cause the financial reporting entity's financial
statements to be misleading or incomplete. The Authority is financially accountable for a
component unit if it appoints a voting majority of the organization’s board and it is able to impose
its will on that organization or there is a potential for the organization to provide specific financial
benefits, or impose specific financial burdens on the Authority. At September 30, 2003, the
Authority had one entity that met the requirements as defined within GASB Statement No. 14.

Blended component unit. Parthers for Progress (PFP) is a related non-profit Louisiana
Corporation, which was created as an instrumentality of the Authority for the purpose of managing
an 82-unit residential apartment complex (Wesley Chapel) (WC) as well as future acquired
properties. As of September 30, 2003, all of WC’s cash deposits and disbursements were
accounted for within an account established with a local financial institution under the name of
PFP. However, legal ownership has not been transferred to PFP as of September 30, 2003 and
PFP is not currently managing any other properties. Based on this, management considers PFP
inactive as of September 30, 2003. The Authority anticipaies that PFP will take over the
management of WC in the near future.



Housing Authority of East Baton Rouge Parish

Notes To Financial Statements (continued)
September 30, 2003

Government-wide financial statements

The government-wide financial statements (i.e. the statement of net assets and the statement of
revenues, expenses and changes in net assets) report information on all of the activities of the
primary government and its component unit.

C. Measurement focus, basis of accounting, and financial statement presentation

The government-wide financial statements are reported using the accrual basis of accounting.
Revenues are recoded when earned and expenses are recorded when a liability is incurred,
regardless of the timing of the related cash flows. Grants and similar items are recognized as
revenues as soon as all eligibility requirements by the provider have been met.

The accompanying financial statements include the activities of several Housing Programs
subsidized by HUD. A summary of each significant HUD program is provided below.

Low-Income Housing Programs

The purpose of the low-income housing program is to provide decent and affordable housing to
low-income families at reduced rents. The developments are owned, maintamed and managed
by the Authority. The developments/units are acquired, developed and modernized under
HUD's capital funds programs. Funding of the program operations is provided via federal annual
contribution contracts (operating subsidies) and tenant rents (determined as a percentage of
family income, adjusted for family composition).

Housing Assistance Programs

The housing assistance payment programs utilize existing privately owned family rental housing
units to provide decent and affordable housing to fow-income families. Funding of the program
is provided by federal annual housing assistance contributions from HUD, which provide for the
difference between the approved landlord contract rent and the rent paid by the tenant.

The government-wide financial statements have been prepared in accordance with accounting
principles generally accepted in the United States of America. The Authority and its component
unit, Partners for Progress maintain their accounts in accordance with the chart of accounts
prescribed by the U.S. Department of Housing and Urban Development (HUD). For financial
reporting purposes, the Authority reports all of its operations in a single enterprise fund and its
component unit follows the governmental reporting model allowed by GASB statement No. 29.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989,
generally are followed, to the extent that those standards do not conflict with or contradict guidance
of the Government Accounting Standards Board. The Authority also has the option of following
subsequent private-sector guidance, subject to the same limitations. The Authority has elected not
to follow subsequent private-sector guidance.

Proprietary funds distinguish operating revenues and expenses from nonoperafing items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund’s principal ongoing operations. The principal
operating revenues of the Authority's enterprise fund are HUD Operating Subsidies, Section 8
Housing Assistance Subsidies, Section 8 Management Fees and tenant dwelling rents. Operating
expenses include Section 8 Housing Assistance Payments, General and Administrative expenses,
repairs and maintenance expenses, and depreciation and amortization on capital assets. All




Housing Authority of East Baton Rouge Parish

Notes To Financial Statements (continued)
September 30, 2003

revenues not meeting this definition are reported as nonoperating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the Authority’'s policy to
use restricted resources first, then unrestricted resources as they are needed.

D. New Accounting Standards Adopted

During the year ended September 30, 2003, the Authority adopted three new statements of
financial accounting standards issued by the Government Accounting Standards Board (GASB):

o Statement No. 34, Basic Financial Statements - and Management’s Discussion and Analysis —
for State and Local Governments.

o Statement No. 37, Basic Financial Statements — and Management’s Discussion and Analysis —
for State and Local Governments: Ominbus, an amendment of GASB Statements No. 21 and
34.

o Statement No. 38, Certain Financial Statement Note Disclosures.

Statement No. 34 (as amended by Statement No. 37) represents a very significant change in the
financial reporting model used by state and local governments including special purpose
governments such as the Housing Authority of East Baton Rouge Parish and its blended
component unit Partners for Progress. This new reporting model requires management to provide
a narrative and analysis to the ordinary user called the Management’'s Discussion and Analysis
(MD&A). This new reporting model also requires the financial statements to be presented on the
entity as a whole (government-wide financial statements). The most significant changes to the
financial statements are the format, classification of information and the classification of fund equity
into various classes of net assets.

E. Assets, liabilities, and net assets

. Deposits and Investments

The Authority’s cash and cash equivalents are considered to be cash on hand, demand deposits,
and short-term investments with original maturities of three months or less from the date of
acquisition.

Investments for the Authority are reported at fair value.

II. Inventory and prepaid items

All inventories are valued on a first-in first-out (FIFO) basis. Inventories consist of expendable
building materials and supplies held for consumption in the course of the Authority’'s operations.

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items.

lll. Capital assets

Capital assets, which include land, buildings, improvements, and equipment, are reported in the
government-wide financial statements. Capital assets are defined by the Authority as assets with
an initial, individual cost of more than $5,000 (amount not rounded) and an estimated useful life in
excess of one year. Such assets are recorded at historical costs or estimated historical cost if




Housing Authority of East Baton Rouge Parish

Notes To Financial Statements (continued)
September 30, 2003
purchased or constructed. Donated capital assets are recorded at estimated fair market value at
the date of donation.

The costs of normal repairs and maintenance that do not add to the value of the asset or materially
extend assets lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed.
Interest during the construction phase of capital assets is included as part of the capitalized value
of the assets constructed.

Property, plant, and equipment of the Authority is depreciated using the straight line method over
the following estimated useful lives:

Buildings 20 years
Modernization and improvements 10 years
Furniture and equipment 5 years

IV. Due from other governments or agencies

Amounts due to the Authority by other governments or agencies are for grants or programs under
which the services have been provided by the Authority.

V. Allowance for doubtful accounts

The Authority provides an allowance for doubtful accounts, as needed, for accounts deemed not
coliectible. At September 30, 2003, the management of the Authority established an allowance for
doubtful accounts of approximately $5,907.

VI. Compensated absences
It is the Authority's policy to permit employees to accumulate eamed but unused vacation and sick
pay benefits. In accordance with the provisions of GASB Statement No. 16, “"Accounting for
Compensated Absences,” vacation and sick pay is accrued when incurred and reported as a
liability.

VIl. Grant Revenue

For financial reporting purposes, the QOrganization considers its HUD operating grants (Housing
Assistance Payments) as operating revenue because these funds more closely represent
revenues generated from operating activities than nonoperating activities.

Vill.Use of estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management t0 make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the
government-wide financial statements and reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.
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3. Net assels
Adjustment of net assets
As part of a comprehensive review of account activity, the Authority identified approximately
$83,656 in depreciation on capital assets and $79,018 of additions to capital assets that should

have been recognized in prior periods. Accordingly, net assets have been restated for the year
ended September 30, 2002 from the reported balance of $20,972,600 to $20,967,962.

4. Deposits and investments
At September 30, 2003, the Authority's camrying amount of deposits was $962,707 and the bank
balance was $1,048,120. Of the bank balance, $200,000 was covered by federal depository

insurance. The remaining balance of $848,120 was collateralized with securities held by the
pledging financial institution’s trust department or agent, but not in the Authority’s name.

5. Capital assets

Capital assets activity for the year ended September 30, 2003 was as follows:

Beginning Ending
Balance Additions Deletions Adjustment Balance
Land $ 3,552,273 $ 16,249 3 - $ - $ 3,568,622
Building and
improvements 48,180,163 1,378,024 - 321,364 49,879,551
Furniture and equipment 2,317,020 103,045 - (242,346} 2177.719
Total $54.049 456 $1.497.318 $ - $_79.018 $55,625,792
Less accumulated depreciation
Building and
improvements $31,011,515 $1,998,085 $ - $ - $33,009,600
Furniture and equipment 1,789,899 87 641 - 83.656 1,961,196
Total accumulated
depreciation 32.801.414 2,085,727 - 83,656 34,970,796
Net Capital Assets $21,248,042 $.(588.,408) S - $_(4,638) $20.654,996

6. Long-term debt

In March 2000, the Authority issued a note payable of $567,000 for the remodeling of a
commercial office building. The note bears interest at a rate of 8% for seven years with repricing
every seven years at 150 basis points over the seven-year treasury rate. The note, which is
secured by the rents and leases on the building, is payable in monthly installments through
September 2020.
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Note payable debt service requirements to maturity including $449,158 of interest, are as follows:

Year ended
September 30 Principal Interest

2004 $ 14 976 $ 42 570
2005 16,323 41,186
2006 17,702 39,807
2007 19,198 38,312
2008 20,714 36,795
Thereafter 439474 250,488

Total $528,387  $449,158

Principal
Balance at
9/30/2003
In November 2000, the Authority issued non-interest bearing CDBG HOME loan
program notes payable of $504,000, for the purchase and rehabilitation of the
Wesley Chapel project. The note, which is secured by lien on the Wesley
Chapel property and is payable in equal monthly installments through March
2022. $398,806

In November 2000, the Authority issued non-interest bearing CDBG HOME loan

program notes payable of $171,000, for the purchase and rehabilitation of the

Waesley Chapel project. The note, which is secured by lien on the Wesley

Chapel property and is payable in equal monthly installments through March

2022. 91,450

During the 2003 operating period, the Authority drew down an additional

$135,000 against its existing non-interest bearing CDBG HOME loan program

notes, for the rehabilitation of the Wesley Chapel project. This amount is due

and payable in accordance with the original terms of the notes issued on

November 2000 and is secured by lien on the Wesley Chapel property. 135,000

Total CDBG HOME notes payable $625,256

It is noted that at times the PHA cannot confirm the amounts due to each of the CBGD & the
HOME program. It can confirm the total due both. The City Parish government is the pass-thru
entity and allocates monies to each program based on the grants available to the City Parish
government at the time of the draw by the PHA.

Defined contribution plan

The Authority offers a defined contribution plan created in accordance with Internal Revenue
Service Code Section 401(a) and administered by Broussard, Bush & Hurst. All full time
employees are eligibie to participate in the plan after twelve months of continuous employment. At
September 30, 2003, there were 65 Defined Contribution Plan members. Members may
contribute up o 10% of their salary. The Authority’s contribution is discretionary and determined
on a yearly basis at a rate of 12.5% of the plan participant's annual salary. During the year ended
September 30, 2003, the Authority and the employees contributed $151,455 and $27,232,
respectively, to the Plan. Provisions of the Plan may be amended by the Authority’s Board. The
Plan is held in a trust for the exclusive benefit of the participants and their beneficiaries,
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Housing Authority of East Baton Rouge Parish

Notes To Financial Statements (continued)
September 30, 2003
consequently, the Authority has no fiduciary responsibility, therefore, the net assets of the Plan are
not included in the Authority’s financial statements.

Annual contributions from HUD

Annual Contributions Contract FW-1281 - Pursuant to the Annual Contributions Contract, HUD
contributes an operating subsidy approved in the operating budget.

Annual Contributions Contracts FW-2216 and FW-2059SR0O - Annual Contributions for Section 8
programs provide for housing assistance payments to private owners of residential units on behalf
of eligible low income families. The program provides for such payments with respect to existing
vouchers, substantial and moderately rehabilitated housing covering the difference between the
maximum rental on a dwelling unit, and the amount of rent contribution by a participating family
and related administrative expense. The Authority is also eligible to receive reimbursement for
preliminary expenses prior to leasing.

HUD contributions for the year ended September 30, 2003 were as follows:

Section 8 Housing Choice Vouchers $13,255,373

Section 8 Substantial Rehabilitation 72,940

Section 8 Project Based Certificates 345,317

Low Rent Public Housing 2,285,467
HUD liability

The liability represents amounts due to HUD for excess housing assistance payments received by
the Authority as calculated under the annual settlement agreements. The Authonty's liability to
HUD at September 30, 2003, was $18,002,

Risk management

The Authority is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions, injuries to employees; and natural disasters. The
Authority’s risk management program encompasses obtaining property and liability insurance.
There has been no significant reduction in insurance coverages from coverages in the prior year,
In addition, there have been no significant claims that have exceeded commercial insurance
coverages in any of the past three fiscal years.

Miscellaneous revenues

Miscellaneous revenues are reported as non-operating revenues due to the nature of the
transaction(s) whereby the revenue is recognized from a specific transaction or event rather than
from the ongoing operations of the Authority. The Authority recognized $270,070 in other income
derived from variocus sources throughout the current year.
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Current vulnerability due to certain concentrations

The Authority's operations are concentrated in the real estate market. The Authority owns and
manages various sites, which consists of 1,324 conventional public housing units. Also, the
Authority administers approximately 82 Section 8 Project Based Certificates, 2,377 Section 8
Housing Choice Vouchers and 24 Section § Substantial Rehabilitation units. The Authority
operates in a heavily regulated environment. The operations of the Authority are subject to the
administrative directives, rules and regulations of federal, state and local regulatory agencies,
including, but not limited to HUD. Such administrative directives, rules and regulations are subject
to change by an act of Congress or an administrative change mandated by HUD. Such changes
may occur with little notice or inadequate funding to pay for the related cost, including the
additional administrative burden, to comply with a change.

Related party

A member of the Authority’'s Board is employed by the State of Louisiana. The Authority
participates in a program administered by this Board member’s office. The Authority’'s contract
with this agency can be renewed on year-to-year basis unless the Authority is found to be
noncompliant with the provisions of the contract. A separate office within the State monitors the
program. During Board meetings in which mafters arise related 1o this contract, the Board
member abstains from voting.

14. Contingency

When the PHA acquired the Wesley Chapel (WC) property, one of the terms of the transaction
was the HUD forgiveness of a Mark to Market note assumed by the PHA from the previous WC
owner in the amount of $726,366. As of FYE, HUD has not documented that the note has been
forgiven. The PHA’s position is that it fulfilled all of the terms of the acquisition and that the note is
uncollectable. Accordingly, upon the acquisition of WC, the PHA reclassified the note amount to
the Equity. No contingency has been recorded on the financial statements of the PHA because of
this issue.
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SCHEDULE 2

HOUSING AUTHORITY OF THE PARISH OF EAST BATON ROUGE

Baton Rouge, Louisiana
Schedule of Expenditures of Federal Awards
For Fiscal Year Ended September 30, 2003

Federal Granlor/Pass-through Grantor/

___Program or Cluster Title

U.S. Department of Housing and Urban Development:
Direct Programs:

Section 8 New Construction and Substantial Rehabilitation
Low Rent Public Housing

Public and Indian Housing Drug Elimination Program

Demolition and Revitalization of Severely Distressed Public Housing

Resident Opportunity and Supportive Services

Housing Choice Voucher Program

Public Housing Capital Fund Program
Wasley Chapel - Other Federal Program 1
Low Income Public Housing Service Coordinators

Passed-through the City of Baton Rouge

Home Investment Partherships Program

Total Federal Expenditures

Pass-thruugﬁ Eﬁ?ﬂym Federal
CFDA# ldentifying Number  Expenditures

14.182 $ 72,940
14.850a 2,248,628
14.854 178,478
14.866 248,337
14.870 7,620
14.871 13,255,373
14.872 1,375,280
14.195 345,317

30,712
14.239 135,935

§ 17,808,620




Housing Authority of East Baton Rouge Parish
Notes To Schedule Of Expenditures Of Federal Awards Programs
For The Year Ended September 30, 2003

NOTE A — General

The Schedule ot Expenditures of Federal Awards Programs included herein represents all of the
Federal grant awards of the Housing Authority of East Baton Rouge Parish (the “Authority”) over
which the Authority exercised direct operating control for the year ended September 30, 2003.

NOTE B - Basis of presentation

The accompanying Schedule of Expenditures of Federal Awards Programs is presented using the
accrual basis of accounting and includes expenses incurred by the Authority during its fiscal year
October 1, 2002 to September 30, 2003.

NOTE C - Scope of audit pursuant to OMB CIRCULAR A-133

All Federal grant operations of the Authority are included in the scope of the Office of
Management and Budget (OMB) Circular A-133 audit (the Single Audit). The Single Audit was
performed in accordance with the provisions of the OMB Circular A-133 Compliance Supplement
(Revised March 2003, the “Compliance Supplement”). Compliance testing of all requirements, as
described in the Compliance Supplement, was performed for the grant programs noted below.
These programs represent all Federal award programs with fiscal 2003 cash and noncash
expenditures in excess of $549,448 that ensure coverage of at least 50% of Federally granted
funds. Actual coverage is approximately 72% of total cash and noncash Federal award program
expenses.

Fiscal 2003
Major Federal Award Program_Description Expenses
14.872 Housing Choice Vouchers $13,255,280

NOTE D - Findings of noncompliance

See schedule of findings and qi.lestinned for findings of noncompliance identified in connection
with the September 30, 2003 Single Audit.

NOTE E - Audits performed by other organizations

During the year ended September 30, 2003, there were no audits of the Authority’s Administration
of Federal Financial Assistance Program performed by the Office of the Inspector General of the
Department of Housing and Urban Development or the HUD office of Public Housing, State of
Louisiana office.

NOTE F - DEBT- At year-end, the equity section of the balance sheet included $11,011,053 of
Long Term HUD Guaranteed Debt.

Included in the accompanying financial statements relating to the Section 8 Project based
program is a HOME an CDBG loan. The combined principal balances at year-end were
$625,256.




William Daniel McCaskill, CPA

A Professional Accounting Corporation
5150 Highway 22, Suite C-14

Mandeville, Louisiana 70471

Telephone 985-845-7772 Member of

Fax 985-845-1313 Louisiana Society of CPA’s
E-mail danny@highperformer.net Mississippi Society of CPA’s

American Institute of CPA’s

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE AND ON
INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE

WITH GOVERNMENT AUDITING STANDARDS

To the Board of Commissioners of
Housing Authonity of East Baton Rouge Parish
Baton Rouge, Louisiana

We have audited the basic financial statements of the Housing Authority of East Baton Rouge
Parish {the “"Authority”) as of and for the year ended September 30, 2003, and have issued our
report thereon dated March 23, 2004. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States.

Compliance

As part of obtaining reasonable assurance about whether the Authority’s basic financial
statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grants, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed one instance
of noncompliance that is required to be reported under Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Authority’s internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinion
on the basic financial statements and not to provide assurance on the intemal control over
financial reporting. However, we noted a certain matter involving the internal control over
financial reporting and its operation that we consider to be a reportable condition. Reportable
conditions involve matters coming to our attention related to significant deficiencies in the design
or operation of the internal control over financial reporting that, in our judgment, could adversely
affect the Authority’s ability to record and process financial data consistent with the assertions of
management in the basic financial statements. The reportable condition is described in the
accompanying schedule of findings and questioned costs as item 2003-2.




HOUSING AUTHORITY OF EAST BATON ROUGE PARISH
Baton Rouge, Louisiana

Independent Auditor's Report

on Compliance...Government

Auditing Standards, 2002
Page Two

To the Board of Commissioners
Housing Authority of East Baton Rouge Parish

Our consideration of the internal control over financial reporting would not necessarily disclose all
matters in the internal control that might be material weaknesses. A material weakness is a
congdition in which the design or operation of one or more of the internal control components does
not reduce to a relatively low level the risk that misstatements in amounts that would be material
in relation to the basic financial statements being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned functions. Of the
reportable conditions described above, we consider item 2003-2 to be a material weakness.

This report is intended solely for the information and use of the Board of Commissioners,
management, others within the organization, and federal awarding agencies and is not intended

to be and should not be used by anyone other than these specified parties.
) Digitally signed by William Daniel

v William Daniel McCagEill, CPA, APAC wecaski cea, apac

DN: cn=William Daniel McCaskill,
CPA, APAC, c=U)S
Signature Valid f:f Date: 2004.03.31 17:23:57 -068'00°

William Daniel McCaskill, CPA
A Professional Accounting Corporation

March 23, 2004




William Daniel McCaskill, CPA

A Professional Accounting Corporation

5150 Highway 22, Suite C-14
Mandeville, Louisiana 70471

Telephone 985-845-7772 Member of

Fax 985-845-1313 Louisiana Society of CPA’s
E-mail danny@highperformer.net Mississippi Society of CPA's

American Institute of CPA’s

INDEPENDENT AUDITORS'
REPORT ON COMPLIANCE AND
INTERNAL CONTROL OVER COMPLIANCE APPLICABLE
TO EACH MAJOR FEDERAL AWARDS PROGRAM

To the Board of Commissioners of
Housing Authority of East Baton Rouge Parish

Baton Rouge, Louisiana

Compliance

We have audited the compliance of the Housing Authority of East Baton Rouge Parish (the
“Authority”) with the types of compliance requirements described in the U.S. Office of
Management and Budget OMB Circular A-133 Compliance Supplement that are applicable to
each of its major federal programs for the year ended September 30, 2003. The Authority’s
major federal programs are identified in the summary of auditor's results section of the
accompanying schedule of findings and questioned costs. Compliance with the requirements of
laws, regulations, contracts and grants applicable to each of its major federal programs is the
responsibility of the Authority’s management. Our responsibility is to express an opinion on the
Authority’'s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted
in the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those
standards and OMB Circular A-133 reqguire that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the Authority’s
compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion. Qur audit does not provide a legal determination on the Authority’s compliance with
those requirements.

As described in items 2003-1 and 2003-2 in the accompanying schedule of findings and
questioned costs, the Authority did not comply with the requirements regarding eligibility,
allowable costs and reporting that are applicable to its Section 8 programs. Compliance with
such requirements is necessary, in our opinion, for the Authority to comply with the requirements
applicable to these programs.

in our opinion, except for the noncompliance described in the preceding paragraph, the Authority
HOUSING AUTHORITY OF THE EAST BATON ROUGE PARISH




Baton Rouge, Louisiana
Independent Auditor’'s Report
on Compliance...A-133, 2002

Page Two

To the Board of Commissioners
Housing Authority of East Baton Rouge Parish

complied, in all material respects, with the requirements referred to above that are applicabie to
each of its major federal programs for the year ended September 30, 2003.

Internal Control Over Compiiance

The management of the Authority is responsible for establishing and maintaining effective internal
control over compliance with requirements of laws, regulations, contracts and grants applicable to
federal awards programs. In planning and performing our audit, we considered the Authority's
internal control over compliance with requirements that could have a direct and material effect on
a major federal awards program in order to determine our auditing procedures for the purpose of
expressing our opinion on compliance and to test and report on internal control over compliance
in accordance with OMB Circular A-133.

We noted certain matters involving the internal control over compliance and its operation that we
consider to be reportable conditions. Reportable conditions involve matters coming to our
attention relating to significant deficiencies in the design or operation of the internal control over
compliance that, in our judgment, could adversely affect the Authority's ability to -administer a
major federal program in accordance with applicable reguirements of laws, regulations, contracts,
and grants. Reportable conditions are described in the accompanying schedule of findings and
questioned costs as items 2003-1 and 2003-2.

Our consideration of the intemal control over compliance would not necessarily disclose all
matters in the internal control that might be material weaknesses. A material weakness is a
condition in which the design or operation of one or more of the internal control components does
not reduce to a relatively low level the risk that nhoncompliance with applicable requirements of
law, regulations, contracts and grants that would be material in relation to a major federal award
program being audited may occur and not be detected within a timely period by employees in the
normal course oOf performing their assigned functions. Of the reportable conditions described
above, we consider items 2003-1 and 2003-2 to be material weaknesses.

This report is intended solely for the information and use of the Authority’'s Board of
Commissioners and management, others within the organization and Federal awarding agencies
and pass-through entities and is not intended to be and should not be used by anyone other than
these specified parties.

Digitally signed by William Daniel

»  Wiliam Danie McCaskill, CPA, APAC hs consend

DN: en=William Daniel McCaskill,
J iz CPA, APAC, c=US

Signature Valid Date: 2004.03.31 17:24:22 -06'00"

William Daniel McCaskill, CPA
A Professional Accounting Corporation

a—

March 23, 2004




SCHEDULE 3

Housing Authority of East Baton Rouge

Baton Rouge, Louisiana
Schedule of Compensation Paid Board Members
For Fiscal Year Ended September 30, 2003

Joyce Jones 450
Mary McCoy 450
Total $ 900

Members receive $50 per meeting attended.




HOUSING AUTHORITY OF
EAST BATON ROUGE PARAISH

Baton Rouge, l.ouisiana

Schedule of Prior Year Audit Findings
Fiscal Year Ended September 30, 2003

Finding 2002-1

Condition

At year-end, the book balance of the Low Rent checking account was ($81,697) and the tenant
security deposit liability account totaled $124,323. Therefore, it appears that restricted cash was
used to fund operations. At FYE, the HCV program did not have an adequate bank balance in the
FSS escrow account.

Current Status
This finding is cleared

Finding 2002-2

Condition

Review of Voucher Choice Program tenant files revealed instances where the tenant files were
deficient.

Current Status

This is repeated as Finding 2003-1

Finding 2002-3

Condition
The PHA's responses to SEMAP items 1b, 2b, and 3 could not be adequately documented.

Current Status
This finding is cleared




HOUSING AUTHORITY OF
EAST BATON ROUGE PARISH

Baton Rouge, Louisiana
Schedule of Current Audit Findings and Questioned Costs
Fiscal Year Ended September 30, 2003

Summary Schedule of Auditor’s Results:

1.

The auditor's report expresses an unqualified opinion on the general-purpose financial
statements of the authority.

One reportable condition disclosed during the audit of the financial statements is reported
in the Independent Auditor's Report on Compliance And On Internal Control Over
Financial Reporting Based On An Audit Of Financial Statements Performed In
Accordance with Government Auditing Standards. The condition is reported as a material
weakness.

One instance of noncompliance material to the financial statements of the authority,
which would be required to be reported in accordance with Government Auditing
Standards, is disclosed during the audit.

Two reportable conditions disclosed during the audit of internal control over major federal
award programs are reported in the Independent Auditor's Report On Compliance With
Requirements Applicable To Each Major Program And Internal Control Over Compliance
In Accordance With OMB Circular A-133. The conditions are reported as a material
weakness.

The auditor’s report on compliance for the major federal award programs for the authority
expresses a qualified opinion on all major federal programs.

Audit findings that are required to be reported in accordance with Section 510(a) of OMB
Circular A-133 are reported in this Schedule.

The program tested as major program included:

1. 14.871 Housing Choice Vouchers

The threshold used for distinguishing between Type A and B programs was $549,448.

The authority did not qualify as a low-risk auditee.




HOUSING AUTHORITY OF
EAST BATON ROUGE PARISH

Baton Rouge, Louisiana
Schedule of Current Audit Findings and Questioned Costs (continued)
Fiscal Year Ended September 30, 2003

SECTION lll—-FEDERAL AWARDS FINDING

FINDING 2003-1

Program Affected—Housing Choice Vouchers
CFDA Number - 14.871

Federal Agency — HUD

Federal Award Number - FW 2216

2003 Year

Condition
Our testing of 40 HCV tenant files resulted in the following deficiencies noted:

2 with inadequate 3" party income verification and no reason listed why
3 without current HQS inspection forms

7 without timely annual re-examinations
1 file’'s HAP payment did not agree with the 50058 on file

Criteria
The ACC and the CFR describe minimal tenant file documentation required to be
maintained by the PHA.

Cause
PHA staff is not adequately following Federal regulations and the PHA’s Admissions and
Continuing Occupancy Policy.

Effect
The PHA may not be adequately staffed and current staff may not be adequately trained.

PHA Response
See Corrective Action Plan

HOUSING AUTHORITY OF




EAST BATON ROUGE PARISH

Baton Rouge, Louisiana
Schedule of Current Audit Findings and Questioned Costs (continued)
Fiscal Year Ended September 30, 2003

SECTION I—FINANCIAL STATEMENT and SECTION Hl—FEDERAL AWARDS FINDING

FINDING 2003-2

Housing Choice Voucher Program
CFDA # 14.871

Federal Fiscal Year 2003

Condition

The PHA left old outstanding checks on the bank reconciliation in the amount of $225,344 as of
FYE. These checks were written for Housing Assistance Payments (HAP) to landlords and Utility
Allowance Payments (UAP) to residents. Some of these checks were over a year old when the
check hard copy is only good for 90 days.

Criteria

It is generally accepted that stale outstanding be returned to cash in a timely manner. Internal
control policies should include a timetine for voiding such checks and a policy for supervisory
review of bank reconciliations to ensure that the policy is followed.

Cause
The authority’'s controls surrounding cash are inadequate.

Effect
The condition had the following effects on the 2003 financial statements:

¢ Cashis understated as of September 30, 2003 by $188,671

» Federal grant revenue and expenses are overstated for the year ended
September 30, 2003.

 Further, due to checks that were issued prior to the fiscal year 2003, beginning
cash was understated.

« Accounts payable to HUD was understated as of September 30, 2003 by
$188,671

Questioned Costs—$188.671

Recommendations

The PHA should revise their policies to include the procedures described above. The
procedures should be implemented immediately. The PHA should analyze the referenced
outstanding checks and inquire of HUD as to the resolution. HUD must follow up on this issue
and advise the PHA how to pay the money back to HUD.

PHA Response
See Corrective Action Plan

HOUSING AUTHORITY OF EAST BATON ROUGE PARISH




Baton Rouge, Louisiana
Corrective Action Plan for Current Year Findings
For Fiscal Year Ended September 30, 2003

FINDING—FEDERAL AWARD PROGRAMS AUDITS

2003-1

Action Planned: The HCV Program director continues to make progress in reorganizing and
training PHA staff. This is reflected in the reduction of deficiencies found. Staff is receiving

intemal as well as professional training. The PHA is reevaluating the number of staff as well as

the staffing level and will address as needed. Internal monitoring by the HCV program director
will be increased.

Person Responsible: Richard Murray

Anticipated Completion Date: September 30, 2004

FINDING—FINANCIAL STATEMENTS AUDIT AND FEDERAL AWARD
2003-2

Action Planned: The PHA staff became aware of this issue prior to audit and had already began
addressing by writing off old ¢checks, which will reduce the payable to zero.

The PHA will establish written procedures and guidelines and incorporate into its internal
control/cash policy.

Person Responsible: Richard Murray

Anticipated Completion Date: This action will be completed by April 2004.




