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January 30, 2004 2004-FW-1801

MEMORANDUM FOR:  Dominick Pittari
Director of Public and Indian Housing, 6HPH

___.;-“--\l//%- __,_..// t-)-—c_-x___(_/

FROM: D. Michael Beard
Regional Inspector General for Audit, 6AGA

SUBJECT: Logansport Housing Authority
Louisiana Legislative Auditor’s Report

Attached is the Louisiana Legislative Auditor report on the Logansport Housing Authority
(Authority). The State Auditor issued the report to the Authority Board of Commissioners on
December 17, 2003. The report details mismanagement and possible misappropriation of
$156,434 by the Executive Director. To ensure resolution of the significant problems cited by
the Louisiana Legislative Auditor, we have decided to control several recommendations in the
report and make some recommendations of our own. Also, we have referred the matter to our
Office of Investigation for evaluation and pursuit.

1A.  The Authority should support or reimburse its HUD funded programs for:

a. $29,040 for personal items including the truck, sofa, chairs, fireplace equipment,

dining room set, dishwasher, and yard fence.

$7,673 for checks written for labor while the “contract laborer” was incarcerated.

$23,400 in unauthorized bonuses to the Executive Director and Authority Secretary.

$50,555 in contract payments to suspected companies of the Executive Director.

$4,986 in payments for goods and services unrelated to normal operations of the

Authority.

$1,536 for payments to a maintenance worker who performed personal work for the

Executive Director.

g. $3,250 for the missing Authority equipment including a power washer, chain saw,
refrigerator, and portable building.
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I1B.  Since the former Executive Director appears to be responsible for and the beneficiary of
many of the ineligible and unsupported expenditures, the Authority should actively
pursue civil remedies against the former Executive Director including issuing her a 1099
for expenditures determined not cost-effective to pursue civilly.



I1C.  Implement the necessary controls and policies over cash receipts and disbursements,
procurement, ethics, and employment.

Further, we recommend you:

ID.  Assist the Authority in implementing the necessary controls.

1E.  Seek administrative sanctions against those involved in the misuse of HUD funds.

In accordance with HUD Handbook 2000.06 REV-3, within 60 days, please furnish this office,
for each recommendation in this report, a status on: (1) corrective action taken; (2) the proposed
corrective action and the date to be completed; or (3) why action is not considered necessary.
Additional status reports are required at 90 days and 120 days after report issuance for any
recommendation without a management decision. Also, please furnish us copies of any

correspondence or directives issued related to the audit.

If you have any questions, please give myself or William W. Nixon, Assistant Regional
Inspector General, a call at §17-978-9309.

Attachments

cc: Grover C. Austin, CPA, First Assistant Legislative Auditor
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Under the provisions of state law, this report is a public document. A copy of this
report has been submitted to the Governor, to the Attorney General, and to other
public officials as required by state law. A copy of this report has been made
available for public inspection at the Baton Rouge office of the Legislative Auditor
and at the office of the parish clerk of court.

This document is produced by the Legislative Auditor, State of Louisiana, Post
Office Box 94397, Baton Rouge, Louisiana 70804-9397 in accordance with
Louisiana Revised Statute 24:513. Thirty-three copies of this public document
were produced at an approximate cost of $87.45. This material was produced in
accordance with the standards for state agencies established pursuant to R.S.
43:31. This document is available on the Legislative Auditor's Web site at
www.lla.state.la.us.

In compliance with the Americans With Disabilities Act, if you need special
assistance relative to this document, or any documents of the Legislative Auditor,
please contact Wayne “Skip" Irwin, Director of Administration, at 225/339-3800.
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OFFICE OF
LEGISLATIVE AUDITOR
STATE OF LOUISIANA
BATON ROUGE, LOUISIANA 70804-9397

1600 NORTH THIRD STREET
POST OFFICE BOX 94397
TELEPHONE: (225) 339-3800
FACSIMILE: (225) 339-3870

December 17, 2003

MR. JOHNNY HAYNES, CHAIRMAN,
AND MEMBERS OF THE
LOGANSPORT HOUSING AUTHORITY
BOARD OF COMMISSIONERS

Logansport, Louisiana

Transmitted herewith is our investigative report of the Logansport Housing Authority. Our
examination was conducted in accordance with Title 24 of the Louisiana Revised Statutes and
was performed to determine the propriety of certain allegations received by this office.

This report presents our finding and recommendations as well as your response. Copies of this
report have been delivered to the Logansport Housing Authority Board of Commissioners; the
United States Department of Housing and Urban Development ; the United States Attorney for
the Western District of Louisiana; the Honorable Don M. Burkett, District Attorney for the
Eleventh Judicial District of Louisiana; and others as required by state law.

Respectfully submitted,

; R
Grover C. Austin, CPA
First Assistant Legislative Auditor
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Executive Summary

Investigative Audit Report
Logansport Housing Authority

Background (See page 5.)

The Logansport Housing Authority is a political subdivision of the Town of Logansport. Its
purpose is to provide decent, safe, and sanitary housing for eligible families. It maintains and
leases 26 units situated in three locations in Logansport.

The United States Department of Housing and Urban Development (HUD) has the responsibility
for administering low-rent housing programs. The primary source of revenue for the housing
authority is HUD grants. A five-member board of commissioners appointed by the mayor of
Logansport governs the housing authority. During the period covered by the audit, the housing
authority had a full-time executive director, full-time secretary, and part-time maintenance man.

Finding (See pages 7-20.)
From October 29, 1997, through June 26, 2003, the former executive director of the Logansport
Housing Authority, Ms. Joyce Gates, failed to ensure that $156,434 in housing authority funds
was either deposited or spent appropriately. Specifically, Ms. Gates:

. Failed to deposit $20,576 in rent collections

. Purchased personal items including a truck, sofa, chairs, fireplace equipment, dining
room set, dishwasher, and yard fence for $29,040

° Made payments to an individual for contract labor totaling $7,673 during a period
when he was incarcerated and thus unable to perform any work for the housing
authority

. Paid herself raises and bonuses totaling $19,800 that was not approved by the housing
authority board

. Made payments totaling $50,555 to five separate companies for which she may have
had a personal financial interest

«  Purchased $4,986 of goods and services that appear unrelated to any of the normal
operations of a housing authority and thus violated HUD regulations



Logansport Housing Authority

Required the housing authority maintenance man to perform personal work for her
valued at $1,536, which included mowing her lawn and splitting firewood during his

work hours

Hired immediate family members, including her daughter and son in violation of state
law and HUD regulations

Typed minutes for board meetings that do not appear to have occurred

In addition, items purchased by the housing authority costing $3,250 are missing. These items
include a power washer, chain saw, refrigerator, and portable building.

Recommendations (See pages 21-22.)

The mayor should, prior to appointing a new commissioner, clarify the duties and responsibilities
involved and ensure that the individual is willing and capable of performing those duties and
responsibilities as a board commissioner. The board commissioners should be active participants
in the daily operation of the housing authority, providing direction and support to the executive

director.

The Board should review its bylaws and the policies and procedures set forth by HUD.
Specifically, the board commissioners and executive director should:

(L

2)

)

)

)

(6)
(N

review expenditures at each meeting ensuring that proper documentation
accompanies each check and that the funds are expended for the benefit of the
housing authority;

review the reconciliation of all housing authority accounts;

ensure that all housing authority checks are co-signed by the chairman and the
executive director;

adopt an amendment to the bylaws to ensure that neither the board chairman nor
board commissioners are signing blank housing authority checks or other blank
housing authority documents;

review what constitutes an allowable purchase in the Consolidated Annual
Contributions Contract that the housing authority has made with HUD;

ensure that only allowable expenses are reimbursed;

ensure that all housing authority checks have supporting original receipts or
invoices prior to payment;



Executive Summary

(8) periodically review tenant rent files and inventory files to ensure that the files are
updated,

(9) ensure that housing authority tenants remit their rent payments by check or money
order and not cash;

(10)  hold board meetings as required by bylaws and properly record these meetings as
required by Revised Statute 42:7.1;

(11)  prepare and approve annual budgets and ensure that the executive director uses
housing authority funds in accordance with the approved budget; and

(12)  ensure that purchases are made in accordance with the public bid law when
applicable.

Management's Response (See Attachment 1.)

The Board of Commissioners of the Logansport Housing Authority accepts the findings of this
investigative audit. The Board has already adopted many of the recommendations as standard
operating procedure and s in the process of reviewing other recommendations for
implementation.
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Background and Methodology

The Logansport Housing Authority is a political subdivision of the Town of Logansport. Its
purpose is to provide decent, safe, and sanitary housing for eligible families. It maintains and
leases 26 units situated in three locations i Logansport.

The United States Department of Housing and Urban Development (IHIUD) has the responsibility
for administering low-rent housing programs. The primary source of revenue for the housing
authority is HUD grants. A five- member board of commissioners appointed by the mayor of
Logansport governs the housing authority. During the period covered by the audit, the housing
authority had a full-time executive director, full-time secretary, and part-time maintenance man.

The legislative auditor received information of possible improper expenditures at the housing
authority. The procedures performed during this investigative audit consisted of (1) interviewing
employees and officials of the housing authority; (2) interviewing other persons as appropriate;
(3) examining selected housing authority records; (4) performing observations and analytical
tests; and (5) reviewing applicable state and federal laws and regulations.

The result of our investigative audit is the finding and recommendations herein.

11
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Finding

From October 29, 1997, through June 26, 2003, the former executive director of the Logansport
Housing Authority, Ms. Joyce Gates, failed to ensure that $156,434 in housing authority funds
was either deposited or spent appropriately. Specifically, Ms. Gates:

. Failed to deposit $20,576 in rent collections

. Purchased personal items including a truck, sofa, chairs, fireplace equipment, dining
room set, dishwasher, and yard fence for $29,040

. Made payments to an individual for contract labor totaling $7,673 during a period
when he was incarcerated and thus unable to perform any work for the housing
authority

. Paid herself raises and bonuses totaling $19,800 that was not approved by the housing
authority board

. Made payments totaling $50,555 to five separate companies for which she may have
had personal financial interests

. Purchased 34,986 of goods and services that appear unrelated to any of the normal
operations of a housing authority and thus violated HUD regulations

. Required the housing authority maintenance man to perform personal work for her
valued at $1,536, which included mowing her lawn and splitting firewood during his
work hours

. Hired immediate family members, including her daughter and son in violation of state
law and HUD regulations

. Typed minutes for board meetings that do not appear to have occurred

In addition, items purchased by the housing authority costing $3,250 are missing. These items
include a power washer, chain saw, refrigerator, and portable building.

BACKGROUND

The Logansport Housing Authority maintains 26 rental units and receives its revenue from two
sources--rent payments by tenants and an operating subsidy from HUD. In each of the two past
fiscal years, the operating budget of the housing authority was approximately $75,000, of which
approximately 40% is rent income and 60% is the operating subsidy. The largest cxpense is
salary, followed by insurance, utilities, and administration.

13



Logansport Housing Authority

A five-member board of commissioners governs the housing authority. The mayor of
Logansport appoints the commissioners. The executive director has general supervision over the
business affairs of the housing authority and is responsible for the management of the housing
authority projects. The bylaws of the housing authority require both the executive director and
the chairman to sign all checks. The board of commissioners sets the compensation of the
executive director.

RENT PAYMENTS NOT DEPOSITED

Between June 2001 and May 2003, $20,576 in rent collections was not deposited. Rent
collections are supposed to be recorded in pre-numbered receipt books and then recorded in a
cash receipts journal. Each receipt in the receipt book has two copies--one goes to the tenant and
one stays in the book. The information on the receipt is handwritten and signed by the housing
authority employee who collected the payment. The cash receipts journal is a computer
spreadsheet with separate columns identifying the tenant, the amount owed, the amount paid, and
the date paid. Once the rent payment is recorded in the receipt book and the cash receipts
journal, a deposit ticket is prepared and a deposit is made into the housing authority’s bank
account,

Payment Recorded in

Tenant Makes Payment Recorded e rized Cas Deposit Slip Deposit Made at
Rent Payment » in Pre-Numbered “ompulerized Cash | gy, Prepared the Bank
Reeeipt Book Receipts Journal

Housing authority documents show that collections were not always recorded in the cash receipts
journal and deposited. While the pre-numbered receipts book shows $74,527 collected, only
$53,951 was recorded in the cash receipts journal and deposited; the remaining $20,576 was not
deposited.

According to Ms. Gates, she and her daughter, Ms. Vicki Fisher, collected cash/checks and
prepared pre-numbered receipts. Ms. Gates would then input the information from the pre-
numbered receipt books into the cash receipts journal. As she did this, she would put an “X” on
cach individual cash receipt ticket in the pre-numbered receipt books. She stated that the two
amounts should match. She or her daughter would then prepare the deposit slip. She also stated
that several tenants borrowed money from her personally. These tenants would pay her back, so
on occasion their rent payments would be more than they actually owed. She took the money
that these people owed her out of their rent payments. Ms. Gates was not exactly sure of how
much money she had lent to tenants but was sure it was much less than $10,000.

PURCHASE OF PERSONAL VEHICLE/ACCESSORIES/INSURANCE

Ms. Gates used housing authority funds totaling $20,445 to purchase a personal vehicle
including accessories, service, and insurance.

14



Finding

In April 1999, Ms. Gates, on behalf of the housing authority, purchased a Dodge Ram truck for
$17,000. The registration and title for the truck were in the name of the Logansport Housing
Authority. Ms. Gates coded the $17,000 check as a capital improvement expenditure. We could
find no evidence that three quotes had been obtained prior to making this purchase as required by
Louisiana Public Bid Law (R.S. 38:2212). Moreover, this purchase does not appear to have been
budgeted by the housing authority.
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The housing authority board members, maintenance man, and secretary were all unaware that the
housing authority purchased this truck. To their knowledge, the housing authority only owned a
van. Approximately three weeks after Ms. Gates purchased the truck, the housing authority
spent $354 on truck accessories including a hitch, ball mount, bed liner, tailgate protector, and
rails. In addition, the housing authority spent $83 on oil changes and washes for the truck.

In June 2002, Ms. Joyce Gates and her husband, Mr. Aubrey Gates, purchased a Dodge Durango
from Adams Dodge in Logansport. The title and registration are in the name of Aubrey and
Joyce Gates. The vehicle invoice shows a $13,200 credit based on the trade-in of a Dodge Ram.
The vehicle identification number (VIN) on the Dodge Ram indicates that it is the same Dodge
Ram Ms. Gates purchased for the housing authority in April 1999.

Housing authority records show at least six payments on two State Farm insurance policies.
These payments total $3,008. According to a representative from State Farm insurance, these
policies cover the Dodge Ram and the Dodge Durango described above. Moreover, the same
representative stated that since January 1997, State Farm insurance has insured the housing
authority’s Ford Aerostar van and no other housing authority vehicle.
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Logansport Housing Authority

PURCHASE OF FURNITURE FOR PERSONAL USE

Between August 1999 and June 2002, Ms. Gates made six purchases of home furnishings
totaling $3,960. The purchases were made from three companies: Fireplace Specialties,
Haverty’s, and Ivan Smith’s Furniture. The purchases included a fireplace screen, andirons,
electric logs/heater, sofa, chairs, screen, dining room set, and portable dishwasher. Only one of
the purchases was supported with an invoice. None of these items are currently at the housing
authority. According to invoices obtained from the stores where the purchases were made and
statements from the housing authority’s maintenance man and a housing authority board
member, some of the home furnishings appear to have gone to Ms. Gates’ personal residence.

Fireplace Specialties

Two housing authority checks were made payable to Fireplace Specialties-- one for $446 and
one for $318. The invoice supporting the $446 check merely gives two item numbers with no
detailed description. The check stub indicates that the purchase was for a heater in unit 126. A
detailed description of these two item numbers subsequently obtained from Fireplace Specialties
indicates that they were a screen and andirons for a fireplace. According to the current executive
director, none of the housing units have fireplaces.

There is no invoice supporting the $318 check to Fireplace Specialties. The invoice
subsequently obtained from Fireplace Specialties shows that this purchase was for electric logs
and an electric heater. The check stub indicates that the purchase was for “gas, accessories, and
office equipment.” The maintenance man for the housing authority, Mr. Raymond White, was
unaware that the housing authority purchased an electric heater for unit 126 last year.
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10

16



17

Finding

Haverty’s Furniture

Three housing authority checks (#6818 for $499.97 on 12/2/99; #6851 for $45.71 on 1/20/00;
and #7370 for $700.00 on 8/16/01) were made payable to Haverty’s Furniture. These checks
totaled $1,246.00. No invoices supported any of these checks. Invoices subsequently obtained
from Haverty’s indicate that these purchases were for a sofa, chairs, and screen. According to
Mr. White, these items were delivered to Ms. Gates’ office at the housing authority. Around
Christmas 2002, Ms. Gates instructed him to assist her husband, Aubrey Gates, in loading the
sofa and chairs in Mr. Gates” truck and delivering them to Ms. Gates” personal residence. In
addition, Ms. Janice Blunt, a housing authority board member, stated that during a visit to

Ms. Gates” home shortly before Ms. Gates resigned, she saw the sofa in one of Ms. Gates’

— = bedrooms that had been at
___________ . " | the housing authority
*~—TVAN SSITH FURNTTURE & APPLIANCE T r_m oftice.
e .__';—_';‘a\.u._z_.?_-,..-_'.-r-ﬁ'f'aﬁ:_“?’m. Ivan Smith’s Furniture
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Ivan Smith’s Furniture
$1,950. No invoice

. | supported this check. The
I'| invoice subsequently

—1 | obtained from Ivan
Smith’s Furniture shows
that the purchase was for
a dining room set and
portable dishwasher. The

Furniture purchased by the
housing authority and delivered
to Ms. Gates” residence.

Ty emriir "“’_r:*:::‘:i—gJ . invoice also indicates that
— e e ———— the delivery of these items
i s i A i B e T was made to Ms. Gates’
=P T Y S personal residence.

REPAIR ON PERSONAL VEHICLE

Ms. Gates authorized a payment for $740 to Gateway Tire and Service Center. The supporting
invoice indicates that the purchase was for the Logansport Housing Authority. The invoice
details purchases of tires, shocks, and service work for a 1992 Chevy truck. The license plate
number for the truck is listed on the invoice. Department of Motor Vehicle records indicate that
the truck is registered in the name of Mr. Aubrey Gates.

FENCE PURCHASED BY THE HOUSING AUTHORITY

Ms. Gates authorized a payment to Rafe Eubanks Construction for $7,126 on May 17, 2001. The
housing authority check is supported by invoice #159004 from Rafe Eubanks Construction. The
work detailed on the invoice includes siding, roof repair, hood vents, sheet rock, and paint
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Logansport Housing Authority

totaling $3,231.25, plus a fence, materials, and labor totaling $3,895. The check stub indicates
that the work 1s for “Construction on units.”

According to Mr. Charles Eubanks, owner of Rafe Eubanks Construction, he performed the work
described on the invoice. However, he installed the fence at Ms. Gates’ personal residence and
not the housing authority. Mr. White confirmed that the housing authority did not have a fence.

Mr. Eubanks provided to us a copy of his invoice #159004. No description of fence work
appeared on this copy of the invoice. He also provided to us a separate invoice made out to AD
Gates where he did bill for a fence. The charge for the fence work on this invoice is $3,895.00,
which is the same charge on the housing authority’s invoice. Mr. Eubanks stated further that the
handwriting describing the fence work on the housing authority’s invoice was not his
handwriting.

In addition, Mr. Eubank’s invoices to the housing authority and to AD Gates show that both were
paid through check #7269. This is a housing authority check for $7,126.25. The amounts on the
two invoices ($3,231.25 and $3,895.00) cqual $7,126.25. Moreover, Mr. Eubanks believes that
he was paid for both jobs with housing authority check #7269,

CHECKS NOT RECEIVED BY EMPLOYEES

From October 23, 1998, through November 22, 2002, 17 checks totaling $9,679 were made
payable to housing authority employee Mr. Raymond White and his son Mr. Billy White. Two

of the checks were coded as bonuses to Mr. Raymond White, The remainder is for contract work
done at the housing authority including painting, stripping floors, cleaning, and other repair
work. According to both men, they never received these checks.

Housing authority records show that 14 of these checks were made out to Mr. Billy White for
contract work performed. These checks covered the period October 1998 to April 2003 and
totaled $7,673. It should be noted that Mr. Billy White was incarcerated at the DeSoto Parish
Jail from January 1998 to August 2000; the Fort Wade Correctional Center from August 2000 to
October 2000; and the Natchitoches Parish Detention Center from August 2001 to April 2003,
Only one of the 14 checks was dated during a period when Mr. Billy White was not in jail.

According to Ms. Gates, whenever Mr. Raymond White would need help at the housing
authority, he would get his son to assist him. Mr. Raymond White would tell her how much to
pay Billy and she would give the check to him for Billy. She only saw Billy White once, when
he came by to get his check.

12
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Logansport Housing Authority

According, to Mr. Raymond White, his son
Billy did assist him on two occasions. His son
was paid with housing authority checks. He

PLLE mus e alonss (Raymond White) then cashed each check at
T i ~ —pmwemmemme | his bank and gave the money to Billy. The two
_ . —Z:—- f"'_‘ Fma payments together totaled about $200.

Mr. Raymond White reviewed the checks
made out to his son Billy. For several of the
checks, he remembered doing the work
detailed on the check stub during his regular
workday; however, he stated that his son was
not there to help him.

We showed Ms. Gates the back of one check to
Mr. Billy White that showed the account
number where the check was deposited.

Ms. Gates agreed that this was her personal
bank account. She stated further that she
cashed the check and gave the money to

; Mr. Raymond White for his son Billy. A
- | = review of the checks to Raymond and Billy

L . : White shows that at least five of the 17 checks
went into Ms. Gates’ bank account.

ChecK and ch
stub for payn

to Billy Whilte
whilg he wasli

prison.

UNAUTHORIZED SALARY AND BONUSES

Ms. Gates authorized pay increases and bonuses for herself and the housing authority secretary,
Ms. Vicki Fisher, totaling $23,400 between January 1999 and April 2003. Ms. Gates paid
herself two raises, one in July 2000 that increased her pay form $1,500 to $1,833 and one in July
2002 that increased her pay from $1,833 to $2,500. In addition, she authorized and paid herself
two bonus payments, one for $720 in January 1999 and one for $1,080 in December 1999,

Ms. Vicki Fisher also received a pay increase from $400 to $800 in July 2002. The housing
authority has the responsibility for the selection and compensation of all employees; however,
there is no mention in the housing authority minutes of the board approving the raise or bonus

payments.

EXECUTIVE DIRECTOR M AY HAVE CONTRACTED WITH HERSELF

Between August 1999 and January 2003, Ms. Gates co-signed housing authority checks totaling
$50,555 made payable to five separate companies. The companies are A & J Repair, Juarcz
Construction, Juarez Plumbing, Joyce’s Interiors, and Interior Designs. We were unable to
locate any of these companies. In addition, housing authority and town records indicate that the
addresses of two of the companies are located on property owned by Ms. Gates. Finally, housing
authority checks made payable to several of these companies appear to have been deposited into
Ms. Gates” personal bank account. It is a violation of the Louisiana Code of Ethics for a public
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Finding

employee to conduct business with a company in which he/she has an interest.! Ms. Gates,
through her attorney, refused to discuss these issues with our office.
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Copy of Original Invoice from A & J Repairs Found in
Desk of Executive Director

A & J Repair

Housing authority records show that
Ms. Gates co-signed ten checks made
payable to A & J Repairs between
June 2001 and January 2003. These
checks total $36,700. Only two of
these checks were supported with
invoices. These two invoices were
copies of generic invoices that had no
pre-printed company information and
were not numbered. Mr. Dan Strange,
fee accountant for the housing
authority, found the original of both of
the invoices attached to a book of
generic invoices in Ms. Gates’ desk at
the housing authority. These originals
are identical to the copies supporting
the two checks to A & J Repairs.

The housing authority vendor list, as
well as the checks made payable to

A & J Repairs, gives the physical
address of the company. Itisa
residential address within the
Logansport town limits. Town records
indicate that Mr. Aubrey Gates and Ms.
Joyce Gates have been paying taxes on
this property since at least 1997.

We were unable to determine whether this work was performed or whether it was commensurate

with the payment.

Juarez Construction/Juarez Plumbing

Two housing authority checks co-signed by Ms. Gates were made payable to Juarez
Construction. An additional check also co-signed by Ms. Gates was made payable to Juarez
Plumbing. The total amount of these three checks was $12,350. None of the checks were
supported with invoices. The backs of two checks show the account number where the checks

"RS.42:1113 provides, in part, that no public servant, excluding any legislator and any appointed member of any board or commission and any
member of a govemning authority of a parish with a population of ten thousand or less, or member of such a public servant’s immediate family, or

legal entity in which he has a controlling interest shall bid on or enter into any contract, subcontract, or other transaction that 1s under the

supervision or jurisdiction of the agency of such public servant.
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were deposited. Ms. Gates had previously identified this account number as her personal bank
account.
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Interior Designs

Two housing authority checks co-signed
by Ms. Gates were made payable to
Interior Design--one for $600 and one for
$150. Neither check was supported with
an invoice. The back of one of the
checks shows the account number where
it was deposited. Ms. Gates had
previously identified this account number
as her personal bank account.

Joyce’s Interiors
Ms. Gates co-signed a housing authority

check for $800 payable to Joyce’s
Interiors on January 4, 2001. The invoice
supporting this check indicates that the
payment is for a desk, pictures,
decorations, and labor. Approximately a
year and a half later, ABC Distributing
Company wrote a welcome letter to

Ms. Gates. The letter links Joyce’s

Welcome Letter from ABC Distributing Co. to
Joyce Gates
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Pool Supplies Purchased by the Logansport
Housing Authority

Interiors with Ms. Gates in its heading.
We were unable to determine whether the
housing authority received these items or

whether the items are worth the $800 paid.

UNNECESSARY PURCHASES

Federal regulations applicable to housing
authorities require that for costs to be allowable,
they must be reasonable and necessary for the
administration of the federal grant. Numerous
purchases by the Logansport Housing Authority
do not meet this standard. Between May 1999
and June 2003, the housing authority spent
$4,986 on goods and services that do not appear
reasonable given the purpose of the housing
authority. The checks used to make these
purchases were all co-signed by Ms. Gates.
Some of the goods and services include dry
cleaning, toys, food, Christmas decorations,
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eyeglasses, pet food, and make-up. One purchase was for pool chemicals even though the
housing authority does not have a pool. The check stubs for these purchases indicate that they
were for office supplies, water heater maintenance supplies, and uniform cleaning. Ms. Gates,
through her attorney, refused to discuss the issue with this office.

MISSING ITEMS

Between April 2000 and March 2001, Ms. Gates co-signed housing authority checks for the
following items: a $457 power washer from Lowe’s, a $334 chains saw from the Saw Shop, an
$800 refrigerator from Sears, and a $1,659 portable building from LaHood’s Mobile Homes.
None of these items are currently at the housing authority. The total cost of these items is

$3,250.

According to Mr. White, the housing authority has never owned a power washer or a chain saw.
The refrigerator is 25.6 cubic feet. The current executive director stated that the housing
authority does not have a refrigerator this size.

The housing authority purchased a beige and tan portable building in April 2000 from LaHood’s.
This portable building is not currently at the housing authority; however, a gray and blue
portable building is at the housing authority. It was purchased in June 1999 and was also from
LaHood’s. LaHood’s does not keep records on where deliveries are made. However, the
deliveryman from LaHood’s stated that he remembers delivering the portable building purchased
in 1999 to the housing authority. The one purchased in 2000, he delivered to a camp on River
Road. Ms. Gates owns a camp on this same road.

EXECUTIVE DIRECTOR REQUIRES EMPLOYEE TO PERFORM PERSONAL WORK

According to Mr. Raymond White, he regularly performed personal work for Ms. Gates and her
family during work hours. The work included mowing the lawn at Ms. Gates’ residence,
preparing Ms. Gates’ camp for winter, splitting and stacking firewood, and painting. The
approximate value of this work is $1,536. According to Mr. White, Ms. Gates told him that this
work was part of his regular workweek.

On at least three occasions, Ms. Gates told him to go to Ivy Lumber Company. pick up items,
and deliver them to her residence. The items included lumber, mortar mix, and nails. Ms. Gates
told him to put these items on the housing authority account. We were unable to determine the
cost of the supplies delivered to Ms. Gates’ residence.

Mr. White believed that it was wrong to do these things, but he did as he was told.

HIRING IMMEDIATE FAMILY M EMBERS

From October 1997 to April 2003, Ms. Gates co-signed housing authority checks totaling
$13,412 to immediate family members. Ms. Gates co-signed payroll checks to her daughter,
Ms. Vicki Fisher, for wages totaling $12,412. According to Ms. Fisher, her job duties were to
collect rent and do house inspections.
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On September 19, 2000, Ms. Gates co-signed a housing authority check for $1,000 to JB Power
Washing. The supporting invoice indicates that the work was for power washing units. Mr. Brad
Gates endorsed the check. Mr. Brad Gates is the son of Aubrey and Joyce Gates.

It is a violation of the Louisiana Code of Ethics for a director of a housing authority to hire
immediate family members as employees.

Summary of Misappropriated Funds

Ms. Gates failed to ensure that housing authority funds were either collected or spent
appropriately in the following ways:

. Failing to deposit rent collections $20,576
e Personal purchases 29,040
*  Checks not received by employees 9,679
. Unauthorized salary increases and bonuses 23,400
. May have contracted with hersell 50,555
. Unnecessary purchases 4,986
. Missing items 3,250
. Requiring an employee to do personal work 1,536
o Hiring family members 13,412

Total $156,434

MINUTES EXIST FOR BOARD M EETINGS THAT MAY NOT HAVE OCCURRED

Between August 1995 and July 2000, there are typed minutes for 21 board meetings. There are
no board minutes after July 2000. Ms. Gates signed 19 of these minutes. The signatures of the
board members listed as having attended these meetings are on the minutes. Based on interviews
with board members during this period, it does not appear that there were any board meetings
even though the bylaws for the housing authority require board meetings every six months.
When shown their signatures on the board minutes, most of the board members stated
unequivocally that these were not their signatures.

INTERNAL CONTROL WEAKNESSES

Internal control weaknesses at the housing authority can be grouped into four categories: board
appointments and supervision, cash collections, disbursements, and personnel policy. Each area
of internal control weakness is discussed as follows:

T RS, 42:1119 provides in part that no member of the immediate family of a member of a governing authority or the chief executive of a
governmental entity shall be employed by the governmental entity.
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Board Appointments and Supervision

R.S. 40:531 gives the chief elected official of the municipality or parish the authority to appoint
comimissioners to the housing authority’s board of commissioners. The Honorable Dennis
Freeman, Mayor of Logansport, has appointed eight commissioners to the housing authority’s
board since the beginning of Ms. Gates’ tenure as executive director. As chief elected officer of
Logansport, Mayor Freeman has a duty to appoint competent informed commissioners to the
housing authority board. Mayor Freeman did not determine the commissioners’ basic skills or
qualifications nor did he inform the commissioners of their duties as commissioners when
making the appointments.

According to Mayor Freeman, he did not choose the commissioners while Ms. Gates was the
executive director. When Ms. Gates had a vacancy on the board she would call him, recommend
a replacement, and he would endorse that person. He stated that he knew the commissioners
personally and they were all good people. Mayor Freeman also stated that he did not meet with
the prospective commissioners nor did he explain the ir duties or responsibilities as a
commissioner to them. The mayor stated that he trusted Ms. Gates because she was hired by
commissioners whom he trusted.

Based on interviews with former and current board members, it appears that over the course of
nearly nine years, there were no board meetings. The requirement to have regular board
mectings is stated explicitly in the bylaws of the housing authority. The lack of board meetings
constitutes an almost complete abdication of responsibility by the board. There appears to have
been literally no supervision over the day-to-day operations of the housing authority by the
board.

Cash Collections

In examining the records, we noted that while Ms. Gates was the executive director tenants were
allowed to remit their rent in cash. On numerous occasions the cash collected for a deposit
period was not deposited into the bank. Ms. Gates was involved in collecting the rent, preparing
the deposit slip, taking the deposit to the bank, and reconciling the bank statement.

To ensure that all cash collected is properly recorded and deposited, the cash collection process
should be divided among several employees, each responsible for part of the process. Because
the housing authority had a limited number of employees, Ms. Gates had to perform all of the
above listed responsibilities. In spite of the lack of separation of duties, the board did not
routinely supervise its staff by reconciling collections to deposits and verifying that all rents were
received.

Disbursements
During our review we noted numerous instances where housing authority checks had no support.
Many of the checks that did have support relied on copies of original invoices. We could find no

instances of invoices marked “paid” by the housing authorityto prevent duplicate payments. In
addition, the housing authority has several credit cards. Purchases made on these cards are not
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supported with detailed receipts. The housing authority does not have written procedures for
disbursing funds either through checks or credit card purchases.

Several board members stated that they would sign blank housing authority checks on a regular
basis without explanation from Ms. Gates except that the checks were to pay for housing
authority expenses. Also, the invoices supporting the checks were not reviewed by a member of
the board prior to payment. This practice clearly facilitated many of the improper transactions
noted above. Although several board members stated that they felt uncomfortable with this
practice, they continued doing it at the request of Ms. Gates.

Personnel Policy

Ms. Gates hired her daughter as a housing authority employee, hired her son as a contract
vendor, contracted with herself, and required a housing authority employee to perform work at
her personal residence. The housing authority had no written job descriptions or hiring policies.
In addition, the board did not oversee the hiring or work practices of housing authority
employees.

Ms. Gates submitted her resignation to the board of commissioners on June 19, 2003,

This report has been provided to the District Attorney for the Eleventh Judicial District of
Louisiana and United States Attorney for the Western District. The actual determination as to
whether an individual is subject to formal charge is at the discretion of the district attorney or the
United States Attorney. > * >+¢

* R.S. 14:67 provides, in part, that thefl is the misappropriation ortaking of anything of value which belongs to another, either without the
consent of the other to the misappropriation or taking, or by means of fraudulent conduct, practices, or representations.

" 18 U.8.C. §666 provides, in part, that theft concerning pmgrams receiving federal funds occurs when an agent of an organization, state, local, or
Indian tribal government or any agency thereol embezzles, steals, obtains by fraund, or otherwise intentionally misapplies property that is valued
at §3,000 or more and is owned by or under control of such organization, state, or agency when the organization, state, or agency receives in any
one year period, benefits in excess of $10,000 under a federal program involving a grant contract, or other form of federal assistmce.

* R.S. 14:134 provides, in part, that malf. ¢ inoffice is o itted when any public officer or public employee shall (1) intentionally refuse
or fail to perform any duty lawfully required of him, as such officer or employee; (2) intentionally perform any such duty in an unlawful manner;
or (3) knowingly permit any other public officer or public employee, under his authority, to intentionally refuse or fail to perform any duty
lawfully required of him or to perform any such duty in an unlawful manner,

© R.S. 14:140 provides, in par, that public contract fraud is committed when any public officer or employee shall use his power or position as
such officer or employee to secure any expenditure of public funds to himself, or to any partnership to which he is a member, or to any
corporation of which he is an officer, stockholder, or director.
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Recommendations

The mayor should, prior to appointing a new commuissioner, clarify the duties and responsibilities
involved and ensure that the individual is willing and capable of performing those duties and
responsibilities as a board commissioner. The board commissioners should be active participants
in the daily operation of the housing authority, providing direction and support to the executive

director.

The Board should review its bylaws and the policies and procedures set forth by HUD.
Specifically, the board commissioners and executive director should:

(D

(2)

(3)

4)

(5)

(6)
(7)

(8)

)

(10)

review expenditures at each meeting ensuring that proper documentation
accompanies each check and that the funds are expended for the benefit of the
housing authority;

review the reconciliation of all housing authority accounts;

ensure that all housing authority checks are co-signed by the chairman and the
executive director;

adopt an amendment to the bylaws to ensure that neither the board chairman nor
board commissioners are signing blank housing authority checks or other blank
housing authority documents;

review what constitutes an allowable purchase in the Consolidated Annual
Contributions Contract that the housing authority has made with HUD;

ensure that only allowable expenses are reimbursed;

ensure that all housing authority checks have supporting original receipts or
invoices prior to payment;

periodically review tenant rent files and inventory files to ensure that the files are
updated;

ensure that housing authority tenants remit their rent payments by check or money
order and not cash;

hold board meetings as required by bylaws and properly record these meeting as
required by R.S. 42:7.1;

27



28

Logansport Housing Authority

(11)

(12)

prepare and approve annual budgets and ensure that the executive director uses
housing authority funds in accordance with the approved budget; and

ensure that purchases are made in accordance with the public bid law when
applicable.
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THE HOUSING AUTHORITY OF THE TOWN OF LOGANSPORT

DOX 470

LOGANSPORT, LOUISIANA 71049

December 1, 2003

Mr. Grover C. Austin

First Assistant Legislative Auditor
Office of the Legislative Auditors
State of Louisiana

Baton Rouge, Louisiana 70804-9397

RE: Investigative Audit Report
Dear Mr. Austin;

The Logansport Housing Authority accepts the findings of your office
presented forth in the investigative audit report concerning our agency.

In the report, it sites recommendations to help avoid possible reoccurrences
of this situation. I am pleased to share with you that the Board of
Commissioners as standard operating procedure has already adopted many
of the recommendations. Others are under advisement and review for
probable implementation.

I, together with the Board of commissioners wish to convey our heartfelt
thanks to the personnel of your office for their tireless work and attention to
detail during the course of this investigation. It has been a pleasure to work
with your statt.

Respectfully;

W—*

Johnny Hayncs
Chairman,
Logansport Housing Authority
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