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NDEPENDENT AUDITORS' REPORT 

To the Board of Trustees 
t lam moud-Taugipahoa 1 Iom e M ortgage Authority 
Ham m ond, Louisiana 

W e have audited tile accom panying com bined financial statem ents of the Hamm ond-Tangipahoa tlom e 
M ortgage A uthority as of and for tile year ended June 30, 1999, as set forth in the table of contents. These 
financial statem ents are the responsibility of the A uthority's m anagem ent. O ur responsibility is to 
express an opinion on these financial statements based on our audit. 

W e conducted our audit in accordance w ith generally accepted auditing standards and Government 
Auditin,g ,qTandard~" issued by the Com ptroller G eneral of the United States. Those standards require that 
we plan and perform the audit to obtain reasonable assurance about w hether tire com bined financial 
statements are flee of m aterial m isstatem ent. An audit includes exam ining, oil a test basis, evidence 
supporting the am ounts and disclosures in the financial statem ents. An audit also includes assessing tile 
accounting principles used and significant estim ates m ade by m anagem ent, as w ell as evaluating tire 
overall financial statem ent presentation. W e believe that our audit provides a reasonable basis for our 

A s described in N ote 1 to tile financial statem ents, tile A uthority has adopted a policy of preparing its 
financial statem ents in accordance with accounting standards prescribed by the Governnrental Accounting 
Standards Board. This change in accounting principles had no im pact on the reporting of the Authority's 
earnings or financial position but did effect reporting form ats atrd presentation. 

In our opinion, tire com bined financial statem ents referred to above present faM y, in all m aterial respects, 
tire com bined iquancial position of tile Ham nrond-Tangil)ahoa l lon|e M ortgage Authority as of June 30, 
1999, its results of operations arrd its cash flow s for the year then ended in conform ity w ith generally 
accepted accounting principles. 

In accordance w ith Government Audit&g Standards, we have also issued a report dated Novem ber 11, 
1999, on our consideration of the ttam m ond-Tangipahoa Hom e M ortgage Authority's internal control 
over financial reporting and our tests of its com pliance with certain provisions of laws, regulations, 
contracts and grauts. 

Baton Rouge ' Donoldsonville " Gonzales . New Odeons ' St Fror~clsville 
Ax,oc;o~od O[,cicos i,, Principol Cif;og o[ tho Unitorl Sfclte~ 



Tile Year 2000 snpplem eutal infonnatiou on page 13 is not a required part of the basic financial 
statem ents, but is supplem entary inform ation required by the Govern m ental Accounting Standards Board. 
W e have applied certain lim ited procedures, w hich consisted principally of inquiries of m anagem ent 
regarding the m ethods of m easurem ent and presentation of the supplem entary inform ation, ltowever, we 
did not audit the inform ation and do not express an opinion on it. In addition, we do not provide 
assurance that the Authority is or w ill become Year 2000 com pliant, tbat the Authority's Year 2000 
remediation efforts w ill be successful in whole or in part, or that parties with which the Authority does 
business are or w ill becom e Year 2000 com pliant. 

Baton Rouge, Louisiana 
N ovem bcr 1 I, 1999 
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R EPO R T O N CO M PLIANCE A ND O N INTER NA L CO N TRO L O VER FINA NCIAL 
REPO RTING BASED O N AN AUDIT OF EINANCIAL STATEM ENTS PERFORM ED IN 

ACCO RDANCE W ITH GO VERNM EN TA UDITIN G STANDARDS 

To the Board of Trustees 
t lam m ond-Tangipahoa Hom e M ortgage A uthorit) 
t-lanm lond, Louisiana 

W e have audited the com bined financial statem ents of the Ham m ond-Tangipahoa ttom e M ortgage 
A uthority as of and for the ),ear ended June 30, 1999, and have issued our report thereon dated Novem ber 
11, 1999. W e conducted our audit in accordance w ith generally accepted auditing standards and the 
standards applicable to financial audits contained in Government Auditing Standard% issued by the 
Com ptroller General of the United States. 

.Compliance 
A s part of obtaining reasonable assurance about w hether the llam m ond-Tangipahoa Ilom e M ortgage 
A ulhority's financial statem ents are free of m aterial m isstatem ent, we perform ed tests of its com pliance 
w ith certain provisions of laws, regulations, contracts and grants, noncom pliance w ith which could have a 
direct and m aterial effect on the determ ination of financial statem ent am ounts. However, providing an 

opinion on compliance with tl~ose provisions was not an objective of our audit and, accordingly, we do 
not express such an opinion. The results of our tests disclosed no instances of noncom pliance that are 
required to be reported under Government Auditblg Standards. 

erna/Control O ver Financial Renortine 
In planning and perform ing our audit, w e considered the ttam n+ond-Tangipahoa Hom e M ortgage 
Authorily's internal control over financial reporting in order to determ ine our auditing procedures for the 
purpose of expressing our opinion Oll the financial statenlents and not to provide assurance Oll the internal 
control over financial reporting. Our consideration of the internal control over financial reporting would 
not necessarily disclose all m atters in the internal control that m ight be m aterial weaknesses. A m aterial 
weakness is a condition in w hich the design or operation of one or m ore of the internal control 
com ponents does not reduce to a relatively low level the risk that m isstatements in am ounts that would be 
m aterial in relation to the financial statements being audited may occur and not be detected within a 
tim ely period by em ployees in |he norm al course of performing their assigned functions. W e noted no 
m atters involving the internal control over financial reporting and its operation that we consider to be 
m aterial w eaknesses, ttowever, we noted another m atter involving the internal control over financial 
reporting, which we have com m unicated to m anagement in a separate letter dated Novem ber l 1, 1999. 
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This report is inlended for the information of lhe Authority's m anagement and the Louisiana Legislative 
Auditor, and it is not intended to be and should not be used by anyone other than lhese specificd parties. 

Baton Rouge, Louisiana 
N ovem ber 11, 1999 
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AM M O ND-TANG IPAH O A H O M E M ORTGA G E A UTH O RITY 

.AJUNE 30, 1999 
~glT It C O M PAR ATIV E M EM O R A N I)IJM  TO TALS FO R JUN E 30. 1998 

Cash and cash equivalents $ 
Certificate of deposit 
Investments 
Accrued irrteresl receivable 

M ortgage loans receivable( net of reserve 
for loan losses of $50,000) 

Deferred financing costs 
Foreclosed real estatc and other assets 

Total A ssets 

A.~gSETS 

Genera 
Fund 

1990 A & B 
M ortgage 
Revenue 
Bond Fund 

550,950 $ 100,087 
85.991 

1.789 
1,390,445 

39.974 

2,300,668 
100,896 
27,691 

Combined Totals 

1999 1998 
M em orandum Onl3 

65],037 
85,991 

1,390,445 
41,763 

2,300,668 
100,896 
27.691 

3,266,371 
144,506 
51.083 

$ 638,730 $ 3,959,761 $ 4,598,491 $ 5,519,861 

1,1ABiI,1TIES A N D FI]ND BALA NC E 

Accounts payable and accrued liabilities 
Accrued interest payable 
Bonds payable 

Total Liabilities 

Fund Balance 638,730 

19,360 

12,585 
2,630,103 

2,662,048 

1,297,713 

$ 19,360 
12,585 

2.630.103 

2.662.048 

1,936,443 

$ 21,944 
8,652 

3,500,858 

3.531.454 

1,988,407 

Total Liabilities and Fund Balance $ 638,730 $ 3,959,761 $ 4,598,491 $ 5,519,861 

The accompanying notes are an integral part of this financial statement. 
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W ITtt C O M PA R ATIV E M EM O R AN D U M  TO TA L FO R JUN E 30. 1998 

REVENUES 
Interest earn ed on m ortgage loans 
]nvcstnlcnt incom e 
Total rcvcnucs 

EXPENSES 
Intcrcst 
Servicing fccs 
Anaorlization of deferred financing costs 
Legal an d adm inistrative 
Audit and accounting fees 
Other opcraling expenses 
Total expenses 

Residual equity transfers 

General 
Fund 

$ 
25,006 
25.006 

1990 A & B 
M ortgage 
Revenue 
Bond Fund 

$ 298,561 
107,821 
406,382 

362,490 
11,422 
43,610 
45,592 
14,500 

1,187 4,551 
1.187 482,165 

23,819 

506,777 

108.134 

(75,783) 

481,630 

(108,134) 

Com bined Totals 

1999 1998 
M enm randmn Only 

$ 298,561 
132,827 
431.388 

362,490 
11,422 
43,610 
45,592 
14,500 
5,738 

483,352 

(51,964) 

1,988,407 

$ 334,870 
133,183 
468.053 

367,391 
15.221 
26,363 
46,171 
13,867 

10 
469,023 

(970) 

989,377 

$ 638,730 $ 1,297,713 $ 1,936,443 $ 1,988,407 

The acom panying notes are an integral part of this financial statem ent 
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Excess rcvcnues ovcr cxpenses 

Adiustlnents 1o reconcile excess revenues 
over expenses 1o net cash provided 

by operating activities: 

Am ortization of defencd financing costs 
A ccretion of discount o51 investm ent securities 

A m ortization of discount on bonds payable 

M ortgage loan principal paym ents received 

Change in: 
Other A ssets 

A ccrued interest reccivablc 

Accounts payable 

A ccrued interest payable 

Net cash provided by operating activities 

N V E~T ING A C T IV ITIES 

Invcslulent rcdenlptions 

lm ,cstm cnts purchased 

Net cash used in investing activities 

General 

Fund 

1990 A & B 

M ortgage 

Rcvenue 

Bond Fund 

Page ! of 2. 

Com bined Totals 

1999 1998 

M em orandum Onl~ 

$ 23,819 $ (75,783) $ (51,964) $ (970) 

(5,485) 

43,610 

(10,760) 
210,098 

965,703 

22,117 

45,060 

10,708 

(9,359) 

43,610 

(10,7601 
210,098 

965,703 

22,117 

39,575 

1(I,708 

(9,359) 

26,363 

(9,782) 
158,534 

786.060 

(2,511) 
(1,882) 

(22,9211) 
18,334 1,201,394 1,219,728 932,892 

1,189,258 

(1,239,5841 
(50,326) 

The accom pmlying notes are an integral part of this financial statem ent 
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(1,239,5841 
(50,326) 

1,133,589 

(1,200,083) 
(66,494) 
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FO R TH E Y EAR EN DED .II]N E 30. 1999 

W ITH CO M PA RATIVE M EM O RA NDUM  TO TA LS FO R JUNE 30. 1998 

FINANCING ACTIV ITIES 

Rctircm ent of bonds payable 

Residual equity transfers 

Net cash provided by (used in) financing activities 

NET INCREASE (DECREASE) 1N 
(;ASH AND CAStt EQUIVALENTS 

CASIt AND CAStt EQUIVALENTS, 
BEG INNING O F YEAR 

CASII AND CAStt EQUIVALENTS 
END O F YEAR 

Cash paid for interest 

Genera 
Fund 

$ 
108.134 

1990 A & B 
M oNgage 

Revenue 

Bond Fund 

~1,080,853) 
(108,134) 

Page 2 of 2 

Com bined Tota 

1999 1998 

M emorauduul 01113 

$(1,080,853) $ (805,252) 

108,134 (1,188,987) (1,080,853) (805,252) 

126,468 (37,919) 88,549 61,146 

424.482 138.006 562.488 501.342 

$ 550.950 $ 100.087 $ 651.037 $ 562.488 

$ 161,751 $ 161,751 $ 231,777 

The accompanying notes are an integral part of this financial statem ent. 
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H AM M O N D-TAN G 1PAH O A H O M E M O RTG AG E AUTH O RIT~t 

NO TES TO CO M BINED FIN AN CIAL STATEM ENTS 

1. O reanizalion of A uthority 

The ttammond-Tangipaboa Home M ortgage Authority (the Authority) is a public trust created by a Trust 
Indenture dated February 20, 1979. The Authority's prim ary purpose is to provide funds to enable 
qualifying low and m oderate income persons to purchase or, under certain circum stances, im prove single 
unit, ow ner-occupied residences in the Parish of Tangipahoa, Louisiana. The Authority achieves this 
purpose by purchasing m ortgage loans m ade to such persons by certain unaffiliated m ortgage lenders. 

The Authority uses the proceeds of issuance of bonds payable to fund the purchase of m ortgage loans. 
The bonds issued by the A uthority are lim ited obligations of the Authority, payable only from revenues 
and receipts derived from the m ortgage loans and other assets held under and pursuant to the trust 
indcnture. 

The Authority is m anaged by a board of trustees appointed by the City Council of Ham mond, 1.ouisiana. 
Financial Consulting Services, Inc. serves as M ortgage Loan Adm inistrator and Bank of N ew York serves 
as Truslec of the A uthority. 

2. Siunificant A ccountinv Policies 

Financial Reporting Fntity 

GASB Statement 14 establishes criteria for determ ining the governmental reporting entity and component 
units that should be included w ithin the reporting entity. Under provisions of this Statem ent, the Authority 
is considered a primalT government, since it is a special purpose govcrnnlcnl that has a separate governing 
body, is legally separate, and is fiscally independent of other state or local governm ents. The Authority 
also has no component units, defined by GASB Statem ent 14 as other legally separate organizations for 
which the Authority m em bers are financially accounlablc. 

Basis of Account&g and Reporting 

The Authority complies with Generally Accepted Accounting Principles (GAAP) by applying all rclcvant 
Governmental Accounting Standards Board (GASB) pronouncements. As the Authority and its mortgage 
revenue bond program are considered to be proprietary fund types, the Authority also applies Financial 
Accounting Standards Board (FASB) pronouncements and Accounting Principles Board (APB) opinions 
issued on or before N ovem ber 30, 1989, unless those pronouncem ents conflict w ith or contradict G ASB 
pronouncem ents, in wbich case GA SB prevails. 

Proprietary fund types are used to account for govermnental activities that are sim ilar to those found in the 
private sector w here the determ ination of net incom e is necessary or useful to sound financial 
administration. The generally accepted accounting principles ("GAAP") used for proprietary fimds arc 
generally those applicable to similar businesses in the private sector (accrual basis of accounting). Under 
the accrual basis of accountiug, revenues are recognized in the accounting period in which they arc carncd 
and expenses are recognized when incurred. 

9 - 



H AM M O ND -TAN G IPAH O A H O M E M O R TG AG E AU TH O RITY 

2. Si~,nificant Accountin~ Policies (continued) 

Basis of Accounthlg and Report#tg (continued) 

]'he following funds are m aintained by the Authority in accordance w ith the authorizing legislation and 
bond indentures: 

General Fund 

Tbis fired provides for the accounting of general and adm inistrative expenses of lbe Authority, any 
allowable transfers from other funds, investm ent interest incom e, and various types of fees. Assets of 
this fund are get~erally unrestricted and m ay be utilized for any lawful purpose of the A uthority. 

99(I A & B M ortgage Revenue Bond Fund 

This fired has been established to ace, ount for tile various accounts established under the Series 1990 
A & B bond trust indenture. These accounts provide for the custody of assets and the paym ent of the 
debt service requirem ents and are aggregated in the accom panying com bined financial statem enls. 
The assels of the accounts under the indenture are restricted, consequently, the am ounts show n in tile 
total "m em orandum only" colum n are presented only for analytical purposes and totals of the 
accounts does not indicate that the com bined assets arc available in any manner other than thai 
provided for in the trust indentures. 

Use o[~ 'timates 

The preparation of financial statem ents in conform ity w ith generally accepted accounting principles 
requires m anagem ent to m ake estimates and assum ptions that affect the amounts reported in thc financial 
statem ents and accom panying notes. Actual results could differ from those estim ates. 

hn,estm ent Securities 

hrv eslm enl securities arc stated at fair value based on quoted m arket prices or on prices determ ined by the 
issuer of the investm ent contracts. Am ortization of prem ium and accretion of discount are com puted on an 
effective yield basis over tile life of each investm ent security. 

M ortgage Loans 

M ortgage loans are stated at the unpaid principal balances of the loans outstanding. The reserve for 
possible loan losses is determ ined based on a review and assessm ent of the m ortgage loan portfolio, taking 
into consideration the borrower's ability to repay, past collection experience and other factors. Interest on 
m ortgage loans is recolded when earned. 

-  10 - 



H AM M O N D-TANG IPA H O A H O M E M O RTG AG E AU TH O RITY 

N O TES TO CO M BINED FIN AN CIAL STATEM ENTS 

2. Sivnificant Accountine Policies (continued) 

Deferred Bond Issuance Costs 

Deferred bond issuance costs, including tile underwriters' discount on tile sale of the bonds payable, are 
am ortized on an effective yield basis over the estimated lives of the related bonds payable. 

Bonds l'ayabk~ 

Bonds payable are stated net of the unamonized discount which is being amortized on an effective yield 
basis over tile estim ated lives of the bond. 

Incom e Toxes 

The Authority is exem pt from federal and state incom e tax as a tax-exem pt trust under the provisions of 
Section 115 of the Internal Revenue Code. 

3. Cash and Cash Eouivalents 

For reporting purposes, cash and cash equivalents include dem and deposits at financial institutions, m utual 
fim ds, and all highly liquid investm ents w ith a m aturity of three m onths or less. Cash and cash equivalents are 
stated at cost which approximates m arket value. Perm issible types of cash instruments for the 1990 A and B 
bond fund are stipulated in the trust indenture. State statutes set forth the perm issible types of cash instrum ents 
for the general fired, which include deposits of funds into state banks organized under the laws of Louisiana and 
national banks having their principal offices in Louisiana. At June 30, 1999, the Authority had bank deposits 
with aggregate carrying amounts of $145,938 and aggregate bank balances of $146,987. All bank balances 
were within the $100,000 FDIC insurance lim its. 

4. Investm ents 

Under Louisiana Revised Statute of 1950, as am ended, the Authority's General Fund may invest in obligations 
of the U . S. Treasury, agencies, and instrum entalities, repurchase agreements, and other investm ents as 
provided by the statute m entioned above. Perm issible types of investments for the bond funds are stipulated in 
the trust indenture. 

At June 30, 1999, bond fund investments consisted o~ 

]uveshnent contracts 
FN M A debenture 

Am ortized 
Cost 

$ 1,202,320 
__  118,488 

Fair 
Value 

$ 1,202,320 
188,125 

L 1,320,808 $ 1,390,445 



A 

4. Investments (continued) 

M BINE D E 

The investment contract is a deposit ill a financial institution w ith a guaranteed interest rate over tile life of the 
related bonds outstanding. The investment contract is unsecured and redem ption of the investment depends 
solely on the financial condition of the provider. The investment contracts have no secondary m arket and their 

fair value is considered to be the same as cost. 

]'he FNM A debenture is classified into custodial risk category three. The investment contract is not securitizcd 

and, therefore, is not subject to classification of custodial risk. 

5. M ortgage Loans 

M ortgage loans have a stated interest rate of 8.25% and are collateralized by m ortgages on single unit, owner- 
occupied residences located in the Parish of Tangipahoa, Louisiana. The loans, which have scheduled 
m aturities of 30 years, are serviced by certain designated loan servicers. These loan servicers are responsible 
for collecting the loan paym ents from the borrow ers and rem i'~fing "Lhese paym ents ~.o ~.he Au'Lhori'o,'s 3'rustee. 
The loan servicers are com pensated for servicing the loans based upon a percentage of the unpaid balances of 

tile loans outstanding. 

Tile Authority is nOt covered by a mortgage guaranty ("pool") insurance policy 

6. Bonds Payable 

Series 1990 A : 
Class A-2 bonds 
Class A-3 bonds 

Series 1990 B: 
Class 1 bonds 

Face U nam ortized 
Anloullt D iscount 

$ 1,391,703 
500,000 

__  
2,867,000 

$ 4,758,703 

Carrying 
A nlount 

50,159) $ 1,341,544 
381,512) 118,488 

(~  1,6969,~ 929) ($ 2,128~ ) _~ 1 1.70,071 
$ 2,630,103 

Tile Class A -2 bonds are current interest am ortizing bonds w ith a contractual m aturity date of N ovem ber 15, 
2008 and bear a stated interest rate of 7.61%  payable in quarterly installments. Each quarterly principal 
instalhnent consists of a scheduled m andatory payment am ount, which escalates over the lives of the bonds, 
plus, to the extent there are available m onies, a principal distribution am ount which is calculated in accordance 

w ith the Trust Indenture. 

Tile Class A-3 bonds are zero coupon bonds that m ature on August 14, 2014. The Class A-3 bonds m ature at 

$500,000 based on an effective yield of 9.634% compounded quarterly. 

The Class 1 bonds are zero coupon bonds that m ature on M ay 20, 2011. The Class 1 bonds m ature at 
$2,867,000 based on an effective yield of 7.61% compounded quarterly. 

Paym ent of principal and interest on tile bonds is guaranteed by a financial guarantee insurance policy 
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H AM M O N D-TANG IPAH O A H O M E M O R TG AG E AUTH O RIT) 

"7. D efeased Bonds 

On August 30, 1990, the Authority irrevocably placed into trust an am ount of fimds sufficient for payment of 
the Single Fam ily M ortgage Revenue Bonds, 1979 Series A bonds. As a result of this defeasance, these bonds 
have been removed from the Authority's financial statements. At June 30, 1999, the balance of the defeased 
bonds outstanding was $9,540,000. 

8. Subsequent Events 

On August 10, 1999, the Authority issued the 1999 series A and series B (refimding) mortgage revenue bonds, 
with aggregate face values of $5,000,000 and $1,250,000, respectively. Concurrently, the Authority 
irrevocably placed cash and U . S. Governm ent obligations in trust to provide sufficient paym ent or defease the 
Series 1990 A and B bonds outstanding, and accrued interest payable at that date. Funding for the defeasancc 
was provided from proceeds of the sale of the m ortgage loan portfolio w hich secured the bonds, and from 
proceeds of the issuance oflhe 1999 Series B bonds. 

9. Board of Trustees Exoenses 

The appointed m em bers of the Aulhority's Board of Trustees receive a per diem paym ent for meetings attended 
and services rendered, and are also reimbursed for their actual expenses incurred in the performance of their 
duties as Trustees. For the year ended June 30, 1999, the follow ing per diem paym ents were m ade to the 
m em bers of the A ulhority's Board and are included in legal and adm inistrative expenses: 

Stan I)am cron 
Sandy Davis 
A ndrew G asaway 
Terry Blackw ell 
Rodney Cashe 
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PAtlOA ItO M E M ORTG AGE AUTH ORITY 

ENTA RY INFO RM ATIO N 

D I READINESS 

The Year 2000 issue is the result of computer program s being written using two digits rather than four to define 
the applicable year. Any of the Authorily's com puter program s that have time-sensitive software m ay 
recognize a date using"00" as the year 1900 rather than the year 2000. This could result in a systcm failure or 
m iscalculations causing disruptions of operations, including, am ong other things, a tem porary inability to 
process transactions, or engage in sim ilar normal business activities. 

The Authority utilizes and relies upon the com puter technology of various third-party service providers, 
including tile morlgage loan administrator, the trustee and the designated loan services, for the internal and 
extern al reporting of financial and operating inform ation. The third-party service providers have developed 
plans to address lheir ow n Year 2000 problem s as they relate to the A uthority's operations. The third-party 
serv ice providers have indicated that they w ill be Year 2000 com pliant. If m odifications of computer 
technology of the service providers is not com pleted tim ely, the Year 2000 problem could have a m aterial 
im pact on the operations of the A utborily. ttow ever, the A uthority has not developed a contingency plan 
because it is confident that all com puter technology will be Year 2000 ready. 
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