U.S. Department of Housing and Urban Development
Wanamaker Building, Suite 1005

100 Penn Squar e East

Philadelphia, PA 19107-3380
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District Inspector General for Audit

Audit Rel ated Menorandum
No. 96-PH 212-1004
Decenmber 5, 1995

MEMORANDUM FOR:  Edward J. Pal onbi zio, Director, Multifamly
Division, Pittsburgh Area Ofice, 3EHM

FROM Edward F. Monorella, D strict Inspector Ceneral
for Audit, Md-Atlantic, 3AGA

SUBJECT: W/ ki ns House
Survey of Operations
W ki nsburg, Pennsyl vani a

Based on your request, we have conpleted a survey of operations of
W | ki ns House. The purpose of the survey was to address concerns
noted by your staff in a July 25, 1995 nenpo to the Owmner; nost
notably the Owers salary costs charged to the project.

W interviewed Field Ofice staff, reviewed HUD files and the
| atest I PA audit report. W visited WIKkins House, interviewed the
staff, and reviewed financial records including the general | edger,
cash recei pts and di sbursenents journals, cancelled checks and bank
st at ement s.

Qur survey disclosed that:

1. The Omner of WI Kkins House had received $57,000 in sal ary
from WIkins House payroll from January through
Septenber, 1995. The Assistant Director of WIkins House
stated that HUD Area O fice staff had verbally approved
the Omer's salary since the Omer was considered an
enpl oyee of WIkins House. Your office contends that
prior witten HUD approval was necessary before the Omner
could collect a salary. The Assistant D rector concurred
that witten approval was not obtained from HUD before
the Owmer collected the salary. The status of this issue
remai ns vested with your office for a decision.
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2. Your office stated in a July 25, 1995 neno it appeared
the Notes Payable to the Ower decreased $204, 300 duri ng
1994. The decrease in the Notes Payable actually
occurred in 1993; $195,000 was paid to a fornmer investor
and the remaining $9, 300 was paid to the Omner.

On February 24, 1995 your office advised the forner owner
that $206,000 was an unauthorized distribution and
rei nbursenent was required to the project's operating
account. This issue was disclosed in the Audit Rel ated
Menor andum i ssued to your office on July 11, 1995. The
$195,000 addressed above is not included in the
unaut hori zed di stri bution.

Pl ease advise our office what action you have taken to
have the wunauthorized distribution reinbursed to the
proj ect .

3. The bookkeepi ng expenses totalling $84, 114 were primarily
for financial services provided by a CPA firm The CPA
firmhad recovered bad debt paynents on behalf of WIkins
House and received a portion of the bad debt recovered.
The firm al so prepared several workout agreenents, none
of which were submtted by WIkins House managenent to
HUD.

No other reportable deficiencies were noted regarding the
operations of WIKkins House. The results of our review were
di scussed with WIkins House staff.

W have addressed the major issues identified in your letter to the
owner dated July 25, 1995, and concerns expressed in our previously
i ssued ARM Al t hough no controlled findings resulted from our
review we are requesting your office provide us with the fina
di sposition of the three issues |isted.

I f you have any questions please contact Irving |I. Quss, Assistant
District Inspector General for Audit at (215) 656-3401.
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DISTRIBUTION

Director, Multifamily Division, Pittsburgh Area Office, 3EHM
Regional Comptroller, 3AF

Assistant Director in Charge
USGAO

820 1st St. NE Union Plaza
Bldg 2, Suite 150
Washington, DC 20002
Attn: Mr. Cliff Fowler



