U.S. Department of Housing and Urban Development

District Office of the Inspector General
Richard B. Russell Federal Building
75 Spring Street, SW, Room 700
Atlanta, GA 30303-3388

(404) 331-3369

June 19, 1996 Audit Rel ated Menmorandum
No. 96- AT-202-1808

VMEMORANDUM FOR: Harold E. Saether, Director, Ofice of Public
Housi ng, 4APH

FROM  Kat hryn Kuhl -1 ncl an
District Inspector General for Audit, Southeast/Caribbean,
4ACGA

SUBJECT: Syl vester Housing Authority
Syl vester, GCeorgia

We have conpleted the limted review of cash collection
activities at the Sylvester Housing Authority and submtted a
referral to the Special Agent in Charge to begin an investigation.
This nmenorandum will serve to sunmarize and apprise you of the
final results of that review | am nost appreciative of your
cooperation in this joint effort and of the assistance of doria
Simmons, Diana Lewis, and Delores Register of your staff in
conpleting this assignnent.

As you know, Congressnan Saxby Chanbliss wote to HUD on
Septenber 11, 1995, advising of a cash shortage at the Syl vester
Housing Authority. The shortage was brought to his attention by
the town's Mayor who had requested his help in getting an
i ndependent audit of the records. The Congressman's letter was
forwarded to us on Septenber 22, 1995. Meanwhile, your office had
notified us of the alleged discrepancy. Together, we began work at
the authority on Cctober 30, 1995, to determ ne the extent of the
al | eged cash short age.

SUMVARY
The housing authority's managenent conprom sed its controls

over cash collections. Managenent allowed enployees to issue
handwitten receipts in lieu of posting collections directly to its



conputerized control system and did not perform the supervision
necessary to assure the subsequent posting of the handwitten
recei pts. Managenent did not provide for a separation of duties
which is basic to a good internal control system As a result, we
confirmed that $55,782 was msappropriated, and the housing
authority <could 1lose additional revenue because it cannot
substantiate the accuracy of its tenant accounts receivable.

DETAI LS
The authority's collection system is designed to have

collections posted directly to a tenant's account. The key to the
systemis a conputer generated, sequentially nunbered receipt that

shows the anmount posted and the new bal ance. One copy of the
receipt is given to the resident and one copy is retained by the
PHA. The system provides for the daily summarization of the

recei pts (postings) for conparison to and validation of deposits.
For the systemto work, an independent conparison and verification
must be perforned by soneone other than the person who collects the
rent and posts the accounts. Qur review of the authority's
operations disclosed that the PHA did not follow prescribed
procedures, properly segregate duties, or inplenent adequate
conpensating controls.

- The PHA did not properly segregate collection duties. It
all omed one individual to have control over receipt,
posting, and deposit of collected funds. The condition
continued to exist at the tine of our visit.

- The PHA al | owed issuance of handwitten receipts in lieu
of posting to the conputer. The PHA did not ensure that
the handwitten recei pts were subsequently posted.

- The PHA did not adequately supervise the collection
activities. There was no docunented verifications and
reconcil ations by the Executive Director or other staff
menbers.

- The PHA accepted cash in paynent of rent and accunul at ed
the cash for the week before making a deposit. The
acceptance and accunul ati on of cash should be avoided
whenever possi bl e.

- The PHA did not aggressively pursue paynment on overdue
accounts. Although it was the PHA's policy to do so, the
responsi bl e enpl oyee had sinply failed to performthis
duty. The Executive Director relied on the sane
i ndi vidual who performed the collection duties to send
notices on overdue accounts. Because she did not closely
supervi se the receivable activities, she did not realize
that the notices were not being sent out.



Tenant Accounts Recei vable

Because rent paynments were not properly posted to the
residents' accounts for over a 4 year period, the accuracy of the
i ndi vi dual bal ances could not be readily determ ned. Thus, the
housi ng authority could not substantiate the amount of rent each
resi dent owed. This has hanpered the authority's ability to
col |l ect past due rent.

W attenpted to verify the accuracy of the tenant account
bal ances through confirmation letters and neetings with the

residents, but we were unsuccessful. O the 17 residents who
responded to our confirmation requests, 16 said they did not owe
the amount of rent stated on the confirmation letter. The
residents, however, did not provide receipts to support their
position. The PHA has begun anal yzing each resident's paynent

hi story to determ ne the correct bal ances.

Excess Credits to Residents' Accounts

During our review of rent receipts, we noted in sone cases the
credit to the resident's account exceeded the anount of the
recei pt. These excess credits totaled $10,211. W believe these
excess credits represent a return of the m sappropriated funds or,
nore likely, a msapplication of other residents' paynents to cover
t he shortages (Il apping of accounts).

RECOMVENDATI ONS

We recomend that your office:

1A. Assist this housing authority in inplenmenting control
measures to ensure its control systens are not
conprom sed in the future, by for exanple:

° segregating, to the extent possible, the collection
duties anong its staff;

° prohi biting the use of handwitten receipts;

° formal i zi ng supervisory procedures;

° maki ng daily deposits and di scouragi ng rent paynents in
cash; and

° aggressi vely pursing paynent on del i nquent accounts.

1B. Consider the PHA a high risk when setting your priorities
for managenent revi ews because of nanagenent's failure to
mai nt ai n adequate controls.

1C. Follow up to ensure the housing authority nakes proper



claim and receives all funds due from its bonding
conpany.



Pl ease advise us within 60 days of the corrective action taken
or the proposed corrective action and a target date for conpletion.
W are providing a copy of this nenorandum to the housing
authority's board of directors.

I f you or your staff have any questions, please contact Nancy
H Cooper, Assistant D strict Inspector General for Audit, or
Denni s Durick, Senior Auditor, at (404) 331-3369.
Attachnents:

1 - Schedule of Ineligible Costs
2 - Distribution



ATTACHMENT 1

SCHEDULE OF | NELI G BLE COSTS

Reconmendat i on | nel i gi bl e?

1C $55, 782

YI'neligible anbunts obviously violate | aw, contract, HUD, or
| ocal agency policies or regulations.



ATTACHMENT 2
Dl STRI BUTI ON

Secretary's Representative, 4AS
Director, Ofice of Public Housing, 4APH
Field Comptroller, 4AF
Director, Accounting D vision, 4AFF
Field Audit Liaison Oficer, 4AFI
Assistant to the Deputy Secretary for Field Managenent, SDF (Room
7106)
Chief Financial Oficer, F (Room 10166) (2)
Deputy Chief Financial Oficer for Operations, FO (Room 10166) (2)
Director, Ofice of Internal Control and Audit Resolution, FO
(Room 10176) (2)
O fice of Public and I ndian Housing Conptroller, PF
ATTN:  Audit Liaison Oficer (Room 4122)
Associate Director, US GAO 820 1st St. NE Union Pl aza,
Bl dg. 2, Suite 150, Washi ngton, DC 20002
John Giffin, Multrie District Ofice for Congressnan Saxby
Chanbl i ss
Board of Directors, N L. Cheevers, Jr.
Authority of the City of Sylvester

,  Chairman, Housing



