AUDI T RELATED MEMORANDUM
96- CH 111- 0801

Novenber 22, 1995

MEMORANDUM FOR:  Edward Hi nsberger, Director, Miultifamly
Housing Division, Illinois State Ofice

FROM Dale L. Chouteau, D strict Inspector General for Audit,
M dwest

SUBJECT: Illinois State Ofice's FollowUp Actions On Multifamly
Proj ect Financial Statenents

We conpleted a review of the Illinois State Ofice, Miultifamly
Asset Managenent Division, usage of the audited financial statenent
reviews perfornmed by Ervin and Associates. HUD requires project
owners to submt annual audited financial statenents for all HUD
insured nultifamly housing projects. Beginning in 1993, HUD
entered into a nationw de contract with Ervin and Associ ates, an
i ndependent contractor based in Bethesda, Maryland, to perform
reviews and anal ysis of the annual audited financial statenents in
accordance with HUD Handbooks. The objective of our review was to
assess the Illinois Ofice' s Asset Managenent Division's use of the
reviews conpleted by Ervin and Associates; the significance or
materiality of itens identified by Ervin and Associates for foll ow
up by HUD staff; and the risk nmanagenent type nodels or decisions
used by the Asset Managenent Divi sion.

We judgnentally selected 60 audit reports to review from 1993 and
1994. W interviewed the Illinois State Ofice's Asset Managenent
staff, regarding the Ervin and Associ ates reports. Additionally,
we reviewed HUD s Asset Managenent files relating to the projects
whose audits we selected to review The files included 1993 and
1994 Ervin reports, as well as, HUD |l etters used for foll owup and
resolution of the issues brought out through the Ervin and
Associ ates revi ew process.

We concluded that the Illinois State Ofice was adequately
utilizing the information provided by the Ervin reports. e
performed our audit work between Septenber 1 and October 31, 1995.

| f you have any questions, please contact ne at (312) 353-7832.



Appendix A

Distribution

Secretary's Representative, Midwest

Director, Multifamily Housing Division, Illinois State Office (2)

State Coordinator, Illinois State Office (2)

Director, Accounting Division, Midwest

Field Controller, Midwest

Assistant General Counsel for the Midwest

Public Relations Officer, Midwest

Assistant Deputy Secretary for Field Management, SC (Room 7106)
Comptroller/Audit Liaison Officer, Office of Housing, HF (Room 5132) (3)
Acquisitions Librarian, Library, AS, (Room 6100)

Chief Financial Officer, F (Room 10166) (2)

Deputy Chief Financial Officer for Operations, FO (Room 10166) (2)
Director Participation & Compliance Division, HSLP (Room 6274)
Director, Division of Housing Finance Analysis, TEF (Room 8212)
Assistant Director in Charge, U.S. General Accounting Office, 820 1st St. NE, Union Plaza Bldg.
2, Suite 150, Washington D.C. 20002



