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Peat Marwick LLP 1900 Coramercia[ National Tower 333 Texas Street St~eveport, LA 71101-3692 

The ~,oard of Trustees Shreveport Home Mortgage Authority Shreveport, Louisiana: 

We conducted our audit in accordance with generally accepted auditing standards and Government Auditing Standards issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test b~tsis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. In our opinion, thc combined component unit financial statements referred to above present fairly, in all material respects, the financial position of each of the various funds of the Shreveport Home Mortgage Authority at December 31, 1996, and the results of their operations and their cash flows for the year then ended in conformity with generally accepted accounting principles. In accordance with Government Auditing Standards, we have also issued a report dated February 17, 1997, on our consideration of the Shreveport Home Mortgage Authority's internal control structure and a report dated February 17, 1997, on its compliance with laws and regulations. 
February 17, 1993 
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SHREVEPORT HOME MORTGAGE AUTtlORrFY (a component unit of the City of Shreveport) Notes to Combined Financial Statements December 31, 1996 
Summarv of Accountinp Policies Organization -- The Shreveport Itome Mortgage Authority (the "Authority") is a tax exempt public trust, created pursuant to the Constitution and laws of the State of Louisiana, particularly Chapter 2-A of Title 9 of the Louisiana Revised Statutes of 1950, as amended, and the Trust Indenture, dated October 24, 1978, with the City of Shreveport, Louisiana, as beneficiary. The Authority can transfer excess cash to ttle City of Shreveport. Pursuant to the Trust Indenture, the Authority is authorized to undertake various programs to assist in the financing of housing for persons of low to moderate income in the City of Shreveport. The Authority is a component unit of the City of Shreveport. The Authority began operations on September 14, 1979, and has since been involved numerous bond issues ("Issues") with tile following issues still outstanding: Date Issue Name November 20, 1984 Single Family Mortgage Revenue Bonds (1984 Issue) July 28, 1988 
March 14. 1995 
December 7, 1995 

Amounl 
$ 11,250,000 Collateralized Mortgage Refunding Bonds (1988 Issue) 44,111,177 Multi-Family Housing Revenue Refunding Bonds (1995 Issue) 4,435,000 Single Family Mortgage Revenue Refunding Bonds (1995 Issue) 9,450,000 Bonds and other obligations issued under the provisions of the Trust Indenture are not a debt or liability of the State of Louisiana, the City of Shreveport, or any political subdivision. Basis of Presentation -- The accounts of the Authority are organized on the basis of funds by issue, each of which is considered a separate accounting entity. The operations of each fund are accounted for with a separate set of self-balancing accounts that comprise its assets, liabilities, retained earnings, revenues, and expenses. Amounts in the "Total All Issues (Memorandum Only)" columns of the combined financial statements represent a summation of the combined financial statement line items of thc funds and are presented for analytical purposes only. Data in these columns do not present financial position, results of operations, or cash flows in conformity with generally accepted accounting principles. The following fund types are utilized by the Authority: 
(Continued) 



SttREVEPORT HOME MORTGAGE AUTHORITY (a component unit of the City of Shreveport) Notes to Combined Financial Statements 

Operating Funds -- These funds are the general operating funds of the Issues. All income and expenses not directly attributable to the Mortgage Purchase Program Funds are accounted for in these funds. Bond Fund -- In the 1995 Multi-Family Refunding Issue, the Bond Fund is used to account for the proceeds from the sale of the bonds, principal and interest payments on the note receivable, and the debt service on the bonds. Operating Account -- The Operating Account represents funds owned by the Authority not associated with an individual Issue. The primary source of these funds is the semiannual issuer's fee paid by certain Issues to the Authority, transfers of excess funds in the 1988 Issue, and interest on loans received in the refunding of the 1979 Issue and investment income. Payments from this account are made to cover expenses of the Authority not provided for under any of the various bond indentures. Interest earned on the investments and mortgage loans in the Mortgage Purchase Program Funds is initially accounted for in those funds. The interest is then transferred to the respective Operating Fund when collected. To the extent monies are not available from the principal payments received on the mortgage loans, the Operating Funds transfer monies to the Mortgage Purchase Program Funds in amounts sufficient to pay all interest and principal on the outstanding bonds. Basis of Aecounling -- The Authority uses expenses are recognized when the liability when earned. All funds are accounted the accrual method of accounting whereby is incurred, and revenues are recognized for on a flow of economic resources measurement focus. With this measurement focus, all assets and all liabilities associated with the operation of these funds are included on the balance sheet. Fund operating statements present increases (revenues) and decreases (expenses) in net total assets. The Authority applies all applicable Governmental Accounting Standards Board (GASB) pronouncements in accounting and reporting for its proprietary operations as well as the following pronouncements issued on or before November 30, 1989: Financial Accounting Standards Board Statements and Interpretations, APB opinions, and ARBS (unless those pronouncements conflict with or contradict GASB pronouncements). Investment Securities -- Investment securities are recorded at cost, adjusted for any discount or premium amortized to maturity. The securities are not valued at lower of cost or market because it is the Authority's intention to hold the securities to maturity. Gains or losses on the sale of investment securities are based upon the adjusted cost of the specific security sold. 
(Continued) 
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SHREVEPORT HOME MORTGAGE AUTHORITY (a component unit of the City of Shreveport) Notes to Combined Financial Statements 

Bond Issuance Costs and Bond Discount -- Costs related to issuing bonds are capitalized. Bonds are presented net of discounts related to the sale of bonds. Bond costs and discounts are amortized on the interest method over the term of the bonds. 
Morlgage Loan Discount -- Discounts on the 1984 and 1988 mortgage loans are amortized on the interest method over the terms of the loans. Provisions for Loan Losses -- Provisions for losses on loans and accrued interest are charged to earnings when it is determined that the investment in applicable assets is greater than their estimated net realizable value. At December 31, 1996, estimated losses on loans were not material. Cash and Cash Equivalents -- For purposes of the statement of cash flows, cash and cash equivalents are defined as being cash in bank deposit accounts and short-term investments with an original maturity of ninety days or less. Investments in guaranteed investment contracts and U.S. government securities are excluded from cash and cash equivalents although such investments may mature within ninety days of their purchase. Mort~aee l,oans Receivable Mortgage loans for the 1984 Issue, 1988 Issue, and the Operating Account are collateralized by first liens on single family residential property. The mortgage loans have an aggregate effective interest rate to the Authority of 9.673% for the 1988 Issue, 10.68% for the 1984 Issue, and 7.00% for the mortgage loans held in the Operating Account. Mortgage loans for the 1995 Issue (Single Family - Refunding) represent mortgage pass-through certificates (GNMA certificates) backed by certain qualifying mortgage loans for single family residences. The 1988 Issue mortgage loans have a face value of $20,188,689 which is reduced by unamorlized discount of $2,437,791 at December 31, 1996. 

(Continued) 
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SHREVEPORT HOME MORTGAGE AUTHORITY (a component unit of the City of Shreveport) Notes to Combined Financial Statements 
All loans purchased by the Authority under the 1988 Issue and the Operating Account are required to be insured by FHA or guaranteed by VA. Additionally, each mortgage loan in these issues are insured under master policies of supplemental mortgage insurance obtained from Mortgage Guaranty Insurance Corporation. These master policies insure, subject to certain conditions, each morlgage loan owned by the Authority against losses not otherwise insured, to a maximum of 10% of the aggregate irfitial principal balance of all mortgage loans originated. The conventional loans under the 1984 Single Family Issue are insured under master policies of mortgage pool insurance obtained from GI! Capital Mortgage Insurance Corporation to a maximum of 15% of the aggregate initial principal balances of the loans, as well as being fully insured with various approved private mortgage insurers for the unamortized principal balance of the loan and accrued and unpaid interest. 

Cash and Cash Eauivalents and Investment Securities Investments, including cash equivalents, are made in such securities as specifically called for under terms of the Trust Indentures; these include variable rate notes, U.S. Treasury bonds, U.S. Treasury bills, U.S. government agencies, certificates of deposit, and investment agreements. 

(Continued) 



SHREVEPORT HOME MORTGAGE AUTHORU'Y (a component unit of the City of Shreveport) Notes to Combined Financial Statements 
Cash and cash equivalents include the following at December 31, 1996 Paragon Treasury Money Market Trust Fund: 1984 Issue (Single Family) 1988 Issue (Refunding) Operating Account Trust Account Cash: 1984. Issue (Single Family) 1988 Issue (Refunding) 1995 Issue (Single Family - Refunding) 
First Funds U.S. Treasury Mutual Fund - 1995 Issue (Multi-Family -Refunding) Total cash and cash equivalents 

$ 147,222 467,246 666,830 1,281,298 1,230 6,844 12,00~ 20,074 
303,543 $ 1,604,9~ The above cash equivalents are not insured or collateralized and are therefore considered to be in credit risk category 3 as defined by Governmental Accounting Standards Board Statement Number 3. Investment securities are as follows Carrying Amount 1984 Issue (Single Family) - Bank One, MBank Investment Agreements $ 56,285 1995 Issue (Single Family - Refunding) - Bayerische Landesbank Investment Agreements . 8,432,542 $ 8~48~8.827 

Market Value 
56,285 
8.432.542 8_~8 488,8~ 

(Continued) 



SHREVEPORT HOME MORTGAGE AUTHORFI'Y (a component unit of tile City of Shreveport) Notes to Combined Financial Statements 
(5) Bonds Pay_abLe Bonds payable at December 31, 1996, consist of 1995 Issue (Single Family -Refunding)- Single Family Mortgage Revenue Refunding Bonds, 1995A dated December 1, 1995 -- $1,385,000 Current Interest Bonds due serially each August 1, 1998 until 2006, at interest rates of 4.25% to 5.2%; $6,615,000 Term Bonds due August 2028 at 6.0% interest; $l,450,000 Term Bonds due August 1, 2013, at 5.2% interest $ 9,450,00_0 1995 Issue (Multi-Family - Refunding) --Multi- Family Housing Revenue Refunding Bonds, Series 1995A dated March 14, 1995 -- $4,360,000 Current Interest Bonds due September 1, 2025, at an initial interest rate of 6.4% until the Initial Adjustment Date (March 1, 2006); $75,000 Series 1995B Taxable Current Interest Bonds dated March 14, 1995, due September 1, 1998, at 8.45% interest $ ~44 435,000 1988 Issue (Refunding) -- Taxable Collateralized Mortgage Refunding Bonds, Series 1988-A dated July 1, 1988, due in monthly installments of approximately $259,000 including interest (based on the payments of the mortgage loan pool collateralizing the Issue) at an interest rate of 6.8% Unaccreted discount $ 20,061,814 (2.459.943) $ 17,601~8871 1984 Issue (Single Family) -- Single Family Mortgage Revenue Bonds, 1984 Series A dated November 1, 1984; $1,468,282 Compound Interest Term Bonds due May 1, 2016, at an approximate yield of 11.25% $ 12,180,000 Unaccreted discount (10,71 !,718) $ 1,468,282 $ 32,955,153 

(Continued) 



SHREVEPORT HOME MORTGAGE AUTHORITY (a component unit of the City of Shreveport) Notes to Combined Financial Statements 
A summary of scheduled bond maturities and interest follows 

2002- 2007- 2012- 2017- 2022- 2027- ]~ L~I ~ 1~9.~ 2~ LQ91 21~ ~kt 29~ 292d 292_(, 2031 Bonds: 1984 Single Fmnily Issue $ 12,180 12,180 -- -- - 1988 Refunding Issue 20,062 1,445 1.557 1,678 1,809 1.949 11,624 
4,435 
_9-,~ ~ 130 ~ ._1~/ ~.~ 835 ._~-:= 1.450 -- -- ~1~ 46,127 1,445 1,762 1,813 1,949 2.094 12,459 --- 13.630 Unamortized discount .L~L72 --122 191 .~ _.2,.~ ~ ~ ~:: 10.712 Net principal 32,955 1.268 1,571 1,607 1.7~7 1,855 11.034--- 2,918 Interest ..~/.Zg_Q ~ 2.042 ~2Q .L,.7~ ~ 7.746 ~.Z 3.530 Total $ 64,735 3,412 3.613 3,527 3,523 3.518 I g,7g0 3,757 6.448 3,380 7.368 7,4~9 

(Continued) 



SttREVEPORT HOME MORTGAGE AUTHORrI'Y (a component unit of the City of Shreveport) Notes to Combined Financial Statements 
Authority from the note receivable and the funds and accounts established under tile Trust Indenture. A credit enhancer is also contained in the Trust Indenture that guarantees that no loss will be incurred on the sale of the property should a default occur on the debt being serviced by the investor. There are a number of limitations and restrictions contained in the various bond indentures The Authority is in compliance with all significant limitations and restrictions. On March 14, 1995, the Authority issued $4,435,000 in bonds, the 1995 Issue (Multi- Family - Refimding), to advance refund the $4,360,000 1983-B Issue bearing interest at 6.4%, and pay part of the issuance costs of the new bonds. At December 31, 1996, the principal outstanding on the refunded bonds was $4,360,000. On December 20, 1995, the Authority issued $9,450,000 in bonds, the 1995 Issue (Single Family - Refunding), to redeem the outstanding balance of the 1985 Issue (Single Family) and provide funds for new mortgage loan programs. The new bonds bear interest at the rate of 4.25% to 6%. Net proceeds in the amount of $1,477,821 of the new bonds were used to purchase U.S. government securities, which were deposited with the Trustee to redeem the 1985 Issue in January of 1996. The 1985 Issue was redeemed on January 25, 1996, and is therefore no longer reflected as an indebtedness of the Authority in the December 31, 1996, financial statements. The 1979 Issue bonds are considered defeased and have been removed from the Aulhority's financial statements. At December 31, 1996, $42,565,000 of bonds in the 1979 Issue are still outstanding. (6) Restricted Assets Substantially all amounts reflected in the combined balance sheet represent assets in such accounts or funds designated under the Trust Indenture for each Issue to be invested and/or held for subsequent disbursement in such manner and at such time as specifically defined in the respective Trust Indenture. All of the assets of the Mortgage Purchase Program Funds are restricted by, and the use thereof is governed by, the Trust Indentures. 

(Continued) 



SttREVEPORT HOME MORTGAGE AUTHORITY (a component unit of the City of Shreveport) Notes to Combined Financial Statements 
The balance at December 31, 1996, of the restricted assets of each fund or account established under the respective Trust Indenture and a reconciliation to total assets by Issue is as follows: 19~q_._Issue (Single Family - Refunding) Morlgage loan account Accrued interest receivable Investmenls Total assets in restricted fimds less interfund payables Total restricted assets Bond issuance costs, net Total assets 
1995_!lsst~ (Multi-Family - Refunding) Total assets, all restricted 
1988 Issue (Refunding) Mortgage loan account Reserve funds Total assets in restricted funds Less interfund payables Total restricted assets Bond issuance costs, net Total assets 
.1984 _]lssng (Single Family) Mortgage loan account Reserve fund Total assets in restricted funds Less inteffund payables Total restricted assets 

(195.301) 9,455,903 218,425 $ 9,674,328 
$ 4,769,978 
$ 17,866,898 429. 105 18,296,003 (771,051 ) 17,524,952 128,269 $ _~2_21 
1,541,608 28.722 1,570,330 (102,048) 1.468.282 
(Continued) 



SHREVEPORT HOME MORTGAGE AUTHORYI'y (a component unit of the City of Shreveport) 
(17) Commitments 

Notes to Combined Financial Statements 



KPMG Peat Marwick LLP 1900 Commercial National Towe 333 ]~xas Street Shreveport, LA 71101-3692 

CONTROL STRUCTURE BASED ON AN AUDIT OF GENERAl. PURPOSE 
The Board of Trustees Shreveport Home Mortgage Authority Shreveport, Louisiana: 
We: have audited each of the combined balance sheets of the various funds of the Shreveport Home Mortgage Authority (the "Authority"), a component unit of the City of Shreveport, as of December 31, 1996, and each of the related combined statements of revenue, expenses, and changes in retained earnings and cash flows for the year then ended, and have issued our report thereon dated February 17, 1997. 



Our consideration of the internal control structure would not necessarily disclose all matters in the internal control structure that might be material weaknesses under standards established by the American Institute of Certified Public Accountants. A material weakness is a condition in which the design or operation of one or more of the specific internal control structure elements does not reduce to a relatively low level the risk that errors and irregularities in amounts that would be material in relation to the financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. We noted no matters involving the internal control structure and its operation that we consider to be material weaknesses as defined above. This report is intended for your information, management, and the State of Louisiana Legislative Auditor. However, this report is a matter of public record and its distribution is not limited. zz t~ 
Fehruary 17, 1997 



KPMG Peat Marwick LLP 1900 Commercial National Tower 333 ~-exas St~eel Shreveport, LA 71101-3692 

INDEPENDENT AUDITORS' REPORT ON COMPI.1ANCE _BA~;ED ON Al'q AUDIT OF FI]qAN_C__IAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT A I]DITING STA NDA RD.g 
The Board of Trustees Shreveport Home Mortgage Authority Shreveport, Louisiana: 
We have audited each of the combined balance sheets of the various funds of the Shreveport Home Mortgage Authority (the "Authority"), a component unit of the City of Shreveport, as of December 31, 1996, and each of the related combined statements of revenue, expenses, and changes in retained earnings and cash flows for the year then ended, and have issued our report thereon dated February 17, 1997. We conducted our audit in accordance with generally accepted auditing standards and Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. Compliance with laws, regulations, contracts, and grants applicable to the Authority is the responsibility of the Authority's management. As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, we performed tests of the Authority's compliance with certain provisions of laws, regulations, contracts, and grants. However, the objective of our audit of the financial statements was not to provide an opinion on overall compliance with such provisions. Accordingly, we do not express such an opinion. The results of our tests of compliance disclosed no instances of noncompliance that are required to be leported herein under Government Auditing Standards. This report is intended for your information, mauagemen~., and the S'ta'te of Louisiana Legislative Auditor. However, this report is a matter of public record and its distribution is not limited. 
February 17, 1997 

h~mber F im~ o~ KlyOV~dd Pelt MarwcL Goerdelor 


