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INDEPENDENT AUDITOR'S R~PORT ON COMPLIANCE WITH LAWS, REGULATIONS, CONTRACTS AND GRANTS BASED ON AN AUDIT OF GENERAL PURPOSE FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS To the City Council City of New Orleans, State of Louisiana We have audited the general purpose financial statements of Canal Street Development Corporation (a nonprofit organization) as of and for the year ended December 3]., 1996, and have issued our reports thereon dated June i0, 1997. We conducted our audit in accordance with generally accepted auditing standards and Government Auditinq Standards, issue(] 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 Organization is the responsibility of the Organization's management. As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, we performed tests of the Organization'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 result of our tests indicate that, excluding the late filing of the December 31, 1995 audit report with the State Legislative Auditor's office, with respect to the items tested, the Organization complied, in all material respects, with the provisions referred to in the preceding paragraph. With respect to items not tested, nothing came to our attention that caused us to believe that the Organization had not complied, in all material respects, with those provisions. This report is intended for the information of the Board of Directors, management, and applicable Federal and State agencies. However, this report is a matter of public record and its distribution is not limited. 
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UNRESTRICTED 

CANAL STREET DEVELOPMENT CORPORATION STATEMENT OF FINANCIAL POSITION DECEMBER 31, 1996 and 1995 
ASSETS 

Cash Certificate of Deposit Accounts Receivable Note Receivable -- Primary Govt. Due From Primary Government Prepaid Insurance Total Current Assets 
Note Receivable -- 800 Canal St. RESTRICTED Land Building and Improvements Less Accumulated Depreciation Total Assets 

1996 
$ 285,542 1,000,000 535,024 166,250 279,741 6,646 2,273,20! 

1995 
$ 248 1,000 3O8 148 183 
795 000 130 333 652 1,888,9]O 

5,227,08_3 5,393,335 896,124 8,193,12! 9,089,251 (362,8[!~) 8,726,4~5 
LIABILITIES AND NET ASSETS UNRESTRICTED CURRENT Accounts Payable Accrued Liabilities Note Payable - Primary Govt. Deferred Rent Total Current Liabilities IX)NG-TERM LIABILITTF_q Note Payable - Primary Govt. Note Payable - Primary Govt. Total Long-Term Liabilities NET ASSETS UNRESTRICTED/RESTRICTED Total Net Assets Total Liabilities and Net Assets 

$ 152,766 9,029 166,250 5,225 333,27~ 
1,000,000 5,227,083 6,227,0~ 
9,666,348 9,666,348 

896,124 8,065,125 8,961,249 (148,089) 8,813,160 

$ 42,367 160,000 5,225 207,592 
1,000,000 5,393,333 6,393,333 
9,494,477 9,494~477 

(The accompanying notes are an integral part of the financial statements) 



STREET DEVEIX)PMENT CORPORATION STATEMENT OF ACTIVITIRS FOR THE YEARS ENDED DECEMBER 31, 1996 and 1995 
REVENUES Support Services Investment Income Total Revenues EXPENSES PROGRAM EXPENSES: Consulting Fees Interest Expense Land Lease - Mercier Professional Fees Repairs and Maintenance TotaI Program Expenses SUPPORT SERVICES: Administrative Employee Benefits Insurance Miscellaneous Office Rent Office Supplies Payroll Taxes Parking Penalties Real Estate Taxes Salaries Telephone Total Support Services INCREASE (DECREASE) IN UNRESTRICTED NET ASSETS 
RESTRICTED NET ASSETS Depreciation Expense INCREASE IN NET ASSETS NET ASSETS AT BEGINNING OF YEAR NET ASSETS AT END OF YEAR 

1996 
$ 1,104,089 65,398 1.169,48~ 
42 351 116 119 
680 131 685 811 630,307 

1995 $ 798,105 38,491 836,596 
354,071 63,883 4,338 422,292 
25,472 6,245 
823 6,174 
77,749 1,524 152,562 i17,987 

386,618 296,317 
(214,747) (148,089) 171,871 9,494,47~ 148,228 9,346,249 

(The accompanying notes are an integral part of the financial statements) 5 



 

CANAL STREET DEVELOPMENT CORPORATION STATRMENT OF CASH FLOWs FOR THE YEARS ENDED DECEMBER 31, 1996 and 1995 
Cash Flows From Operating Activities Net Income Adjustments To Reconcile Change In Net Assets To Net Cash Provided By Operating Activities: Depreciation Expense (Increase) Decrease In Operating Assets: Accounts Receivable Due From Primary Government Prepaid Expenses Note Receivable - Primary Government Increase (Decrease) In Operating Liabilities: Accounts Payable Accrued Liabilities Deferred Rent Due To Primary Government Total Adjustments 

1996 
~. 171,871 $ 14_8~ 2_28 
214,747 148,089 226 (96 (6 148 894) 089) 646) 333 
110,398 9,029 
152,878 Net Cash Provided (Used) By Operating Activities 324,749 Cash flows from investing activities: Cash payments for the purchase of property I128,002) Net cash provided (used) by investing activities_ (128,002) Cash Flows From Financing Activities Note Receivable-Decrease Proceeds from Issuance of Long-Term Debt Principal payment on Long-Term Debt (160,000) Net Cash Provided (Used) By Financing Activities (160,000) Net Increase (Decrease) In Cash and Cash Equivalents 36,747 Beginning Cash and Cash Equivalents Ending Cash and Cash Equivalents Supplemental Disclosures of Cash Cash paid during the period for 
__I,24~8795 

Flow Information: interest expense~==~51,13_!l 

(85,130) (183,652) (126,333) 
"7,368 (18,775) (3 O~_000_0) (288~433_) (140~205) 

206,667 1,000,000 
1,160~O00 
1,019,795 229~_QO0 $ i, 24{h195- 

(The accompanying notes are an integral part of the financial statements) 



C~J~AL STREET DEVELOPMENT CORPORATION NOTES TO FINANCIAL STATEMENTS Deoember 31t ~996 and 1995 

The Organization uses the accrual basis of accounting. 
Contributions are recognized when the donor makes a promise to give to the Organization that is, in substance, unconditional. Contributions that are restricted by the donor are reported as increases in unrestricted net assets if the restrictions expire in the fiscal year in which the contributions are recognized. All other donor-restricted contributions are reported as increases in temporary or permanently restricted net assets depending or, the nature of the restrictions. When a restriction expires, temporarily restricted net assets are reclassified to unrestricted net assets. CONTRIBUTIONS The Organization has adopted SFAS Received and Contributions Made. No. 116, Accountinq for Contributions In accordance with SFAS No. 116, contri- 



CANAL STREET DEVELOPMENT CORPORATION NOTES TO FINANCIAL STATEMENTS (Continued) December 31, ig96 and Igg5 
d CONTRIBUTIONS-Continued butions received are recorded as unrestricted, temporarily restricted, or permanently restricted support depending on the existence or nature of any donor restrictions. Under SFAS No. 3.16, donor restricted contributions previously unreported are required to be reported as temporarily restricted support and are then reclassified to unrestricted net assets upon expiration of the donor restrictions. This change had no effect on the financial statements for the years ended December 31, 1996 and 1995, respectively. _ESTIMATES The preparation of financial statements in conformity with general accepted accounting principles requires management to make estimates and assumptions that affect certain reported amounts and disclosures. Accordingly, actual results could differ from those estimates. 

Donations of property and equipment are recorded as support at their estimated fair value. Such donations are reported as unrestricted support unless the donor has restricted the donated asset to a specific purpose. CSDC's assets are permanently restricted by the act of the donation agreement between D. H. Holmes and the Organization. The agreement states that the donee transferred title exclusively for public purposes. These include maintenance of the property, promotion of social welfare, combatting community deterioration, increasing employment opportunities, increasing tourism and enhancing tourist amenities on Canal Street, and preserving and improving the historic and unique aesthetic quality of the Canal Street area. Property and equipment are depreciated using the straight-line method over a term of thirty-nine (39) years. FINANCIAL STATEMENT PRRS~NTATTON In 1995, the Organization elected to adopt Statement of Financial Accounting Standards (SFAS) No. 117, "Financial Statements of Not-for-Profit Organizations." Under SFAS No. 117, the Organization is required to report 



CANAL STREET DRVELOPMENT CORPORATION NOTES TO FINANCIAL STATEMENTS (Continued) December 31, 3.996 and 1995 

The Organization is a not-for-profit organization that is exempt from income taxes under Section 501 (C) (3) of the Internal Revenue Code. CASH AND CASH EOUIVALENTq 

All Cit ret rec G is being to CSDC. ("HRI") 



C~AL STREET DEVELOPMENT CORPORATION NOTES TO FINANCIAL STATEMENTS (Continued) 
O 
December 31, 1996 and 1995 

later amended into separate leases, for the purpose of developing residential apartments, a first-class hotel and a parking garage to serve the public. The original lease and the hotel and apartment's seven lease amendments have been approved by the Council of the City of New Orleans. On March 20, 1997 the city Council of New Orleans voted on and passed the Memorandum of Understanding (hereafter referred to as "MOU"), among itself, Canal Street Development Corporation and 800 Canal Street Limited Partnership. (See Note 9 "Subsequent Events" - MOU for details of this subseq%lent transaction). The separate leases signed by and between CSDC (Landlord) and HRI include: (i) Seventh Amendment and Restatement of Apartments Lease Agreement dated March 30, 1994, (2) the Sixth Amendment and Restatement of Hotel Lease dated September 15, 1993, (3) the Sixth Amendment to Garage Lease dated September 15, 1993, (4) The Hotel Parking Lease dated September 15, 1993 and (5) the Apartments Parking Lease dated September 15, 1993, as amended by First Amendment and Restatement to Apartments Parking Lease. On March 30, 1994, HRI assigned and transferred the leased premises mentioned in the Seventh Amendment and Restatement of Apartment Lease Agreement to 800 Iberville Street Limited Partnership ("Iberville"). Apartments Lease (See Note 9 "Subsequent Events" - MOU) The terms of the Apartments Lease assigned to 800 Iber~ille Street Limited Partnership are as follows: The term of the Apartments Lease is effective December i, 1989, the Lease Commencement Date, and ends 99 years thereafter. (I) Fixed Rent: Commencing with the Rental Commencement Date (December i, 1994) and continuing until the end of the term, tenant shall pay a fixed minimum rent to CSDC on a monthly basis as follows: (a) Year one - $32,400 for the year. (b) Years two through the expiration or termination of the lease, ]Fixed Rent shall be adjusted annually (but not decreased) commencing on the first anniversary of the Rental Commencement Date in accordance with the CPI Adjustment and Fixed Rent Appraisal provisions of the Apartments Lease. i0 



CANAL STREET DRVELOPMRNT CORPORATIO]~ NOTES TO FINANCIAL STATEMENTS (Continued) December 31, 1996 and 1995 
APartments Lease-Continued 
(2) 
(c) Year sixteen (16) and every 10 years thereafter, Fixed Rent is tied to Market Value by appraisal. Commencing with Year six, a percentage rent is due in the amount of! six (6%) percent of gross income as defined in the Apartments Lease, in excess of $~,125,000 (the "Percentage Rent Threshold Level"). For the years ended December 31, 1996 and 1995, no percentage rents were received by CSDC. (3) Additional Rent: Commencing January 21, 1993, CSDC was to receive two- thirds (2/3) of all monies received as percentage rental from third parties. For the years ended December 31, 1996 and 1995, CSDC collected no percentage rent from third parties. (4) Base Commercial Rent Participation: Commencing January 21, 1993, thirty (30%) percent ef any base or fixed commercial rent paid by any commercial tenant is due to CSDC. For the years ended December 31, 1996 and 1995, no Base Commercial Rent. Participation was received by CSDC. (5) 

(6) 

Air Rights Rent: CSDC is entitled to receive in advance Landlord Air Rights Rent in the amount of $5,700 per annum, com~nencing on the Rental Commencement Date (December I, 1994). Beginning December i, 2000, the rent will increase by 15% every five years. For the years ended December 31, 1996 and 1995, $5,700 of Air Rights Rent was received by CSDC. Landlord Administrative Expenses _I~ The Landlord shall receive a certain minimu]n amount of annual revenue for Landlord Administrative Expenses. LAE shall not be payable in addition to any Rent unless the sum of such annual Rent payments total less than $12,000 per year, or unless there is an event of foreclosure. Apartments Parkina I.ease On September between CSDC Apartments. Commencement 
(See Note 9 "Subsequent Events" - MOU) 

11 



CANAL STREET DEVELOPMENT CORPORATION NOTES TO FINANCIAL STATEMENTS (Continued} December 31, 1996 and 1995 
ADartmerLts Parkinu Lease (See Note 9 "Subsequent Events" - MOU) - Continued September 15, 1993, and shall terminate at the same time as the Apartments Lease. EIeginning December i, 1994, rent was payable on a monthly basis and was equal to the greater of: (i) a minimum rent of $1,500 per month, or (2) the amount of all Income Parking Rent from Monthly Space Rent as defined in the lease. Hotel Lease (See Note 9 "Subsequent Events" - MOU) The terms of the Hotel Lease between CSDC and 800 Canal Street Limited Partnership ("Partnership") are as follows: The term of the Hot:el Lease is for ninety-nine (99) years and is effective as of Dece~er I, 1989, the Lease Commencement Date. (1) Fixed Rent- Commencing with the Rental Commencement Date (December i, 1994) and continuing until the end of the term, tenant shall pay a fixed minimum rent to the Landlord on a monthly basis as follows: (a) Year one - $259,200 for the year (b) Years two through the expiration or termination of the lease, Fixed Rent shall be adjusted annually (but not decreased) commencing on the first anniversary of the Rental Commencement Date in accordance with the CPI Adjustment and Fixed Rent Appraisal provisions of the Hotel Lease. (c) Year sixteen (16) and thereafter, Fixed Rent is tied to Market Value by appraisal. The Hotel will be appraised every ten (10) years. (2) Percentage Rent: Commencing with Year six, a percentage rent in the amount of six (6%) percent of gross income as defined in the Hotel Lease, in excess of $6,500,000 (the "Percentage Rent Threshold Level"). For the years ended December 31, 1996 and 1995, no percentage rent was received by CSDC. The Percentage Rent Threshold Level may be increased after year six, but only after Fixed Rent has exceeded $390,000. The method for recalculating the Percentage Rent Threshold Level is detail~d in the Hotel Lease. 12 



CANAL STREET DEVELOPMENT CORPORATION NOTES TO FINANCIAL STATEMENTS (Continued) December 31, 1996 and 1995 
(3) Additional Rent: Commencing January 21, 1993, CSDC receives two- thirds (2\3) of all monies received as percentage rental from third parties. No additional rent had been earned at December 31, 1995. (4) Revenue Sharinq Rent: Revenue Sharing Rent shall only be payable after the earlier to occur of: (a) the payment of the Principal Reduction Payment to FNBC, or (b) the cancellation or satisfaction of the FNBC loan. The Revenue Sharing Rent will be equal to fifteen (15%) percent of Net Cash Flow (as defined) for the project each quarter. No revenue sharing rent was due as of December 31, 1996 and 1995. (5) Base Commercial Rent Participation: Commencing January 21, 1993, thirty (30%) percent of any base or fixed commercial rent paid to the Partnership by any commercial tenant is due from the Partnership. This excludes rents paid by the hotel operator to the Partnership. Base Commercial Rent is deferred until such time as FNBC has recouped the Principal Reduction Payment from Net Cash Flow. Any Base Commercial Rent Participation that is deferred accrues interest at a rate of eight (8%) percent per annum from the date that it would have otherwise been payable until the full amount plus interest has been paid. For the years ended December 31, 1996 and 1995, no base commercial rent participation was received by CSDC. (6) Air Riahts Rent: The Rent in the amount o Commencement Date (Dece rent will increase by December 31, 1996 and 1 

Partnership is required to pay CSDC Air Rights f $330 per month, commencing on the Rental mber I, 1994). Beginning December I, 1998, the 15% every five years. For the years ended 995, $3,960 of air rights rent was received. (7) Landlord Administrative Expens@s_~LA~) : CSDC shall receive a certain minimum amount of annual revenue for Landlord Administrative Expenses. LAE shall not be payable in addition to any Rent (other than Carrying Costs Rent) total less than $30,000 per year, or unless there is an event of foreclosure under the Subordinating Mortgage. Hotel Parkina Lease (See Note 9 "Subsequent Events" - MOU) On September 15, 1993, a Hotel Parking Lease was entered into by and between the Partnership, CSDC and the Hotel to provide up to 150 parking spaces for the Hotel. 
13 



CA~AL STREET DEVELOPMENT CORPORATION NOTES TO FINANCIAL STATEMENTS (Continued) December 31, 1996 and 1995 
NOTE 3 -- Description of Leasing Aureements tcontinued The Hotel Parking Lease has an Original Lease Commencement Date of December i, 1989. The term of the lease commenced on September 15, 1993, and sha~l continue for ninety-nine (99) years, and terminate at the same time with the Hotel Lease, unless earlier terminated as described. Rent is payable on a monthly basis and is equal to the greater of: (a) a minimum rent of $3,000 or (b) an amount equal to sixty-five (65%) percent of all gross income and revenue received or collected by the partnership or its Manager in connection with or resulting from the use or rent of Hotel parking spaces. Landlord and Tenant have the right to adjust the number of parking spaces needed for the Hotel on a daily basis in accordance with the terms and conditiens outlined in the lease. Land Lease CSDC leases the land for the Garage under an agreement with Mercier Realty and Investment Company. The original land lease began March, 1968 and terminates February, 2020. The minimum monthly rental payable to Mercier Realty is $5,650 plus a calculated ~ncrease based on the annual change (closest to August i) in the CPI as defined in the lease. The annual rent increase is limited to seven (7%) percent per year. If the CPI increase over the preceding year is equal to or greater than twelve (12%) percent, then the actual CPI increase shall be used and the annual limitation would not apply. Currently, the monthly rental payment is $6,926. 
-. SE Bank One of Louisiana (formerly Premier Bank) entered into a loan agreement with 800 Iberville Limited Partnership. This endeavor agreement required CSDC to pledge a $i,000,000 certificate of deposit as security. This is recorded in the Statement of Financial Position as a certificate of deposit with a corresponding note payable due to primary government. This money was borrowed[ from the City of New Orleans. The interest earned on this money is remitted[ to the City and not reflected in the financial statements. 

14 



CANAL STREET DEVELOPMENT CORPORATION NOTES TO FINANCIAL STATEMENTS (Continued} December 31, 1996 and 1995 
Canal Street Development Corporation entered into this agreement with Bank One of Louisiana. In the event that: i. The 800 Canal Street Partnership sells the hotel or refinances the existing ~ndebtedness encumbering the hotel, or 2. The Partnership sells or refinances the Apartments project, or 3. HRI sells its partnership interest in 800 Canal Street Limited Partnership or' 800 Iberville Street Limited Partnership, and CSDC is not returned its pledge from Bank One, each owner of HRI (Edward B. Boettner and M. Pres Kabacoff) guarantees payment of $500,000 (total of the $1,000,000 loan security). 
CSDC\Garaae Reserve 

The City Reserve is effective as of the date that the City receives any proceeds of the Section 108 Loan and shall continue thereafter until the earlier to occur of the date that the Sub-recipient Loan has been paid in full or the date that the city Reserve contains sufficient funds to retire the indebtedness. CSDC shall remit to the City to be deposited in the C~ty Reserve account all Net Garage Revenue, as defined, all net revenues received as rent under the Hotel lease and all net revenues under the Apartment Lease. These funds shall be used for any required payments owed on the Section ]08 Loan in the event that sufficient payments are not made on the Landlord Loan and/or the Sub-recipient Loan to make required payments owed to HUD. Any funds remaining in the City Reserve upon payment of the Section 108 Loan shall be released to CSDC. 
15 



CANAL STREET DEVELOPMENT CORPORATION NOTES TO FINANCIAL STATEMENTS (Continued) December 31, 3,996 and 1995 
(See Note 9 "Subsequent Events" -.. MOU) Long-term note payable consist of the following: Variable rate sub-recipient note payable to the City of New Orleans representing proceeds from the Department of Housing and Urban Development, due on July 15, 2002 1996 $ 5,393,333 1995 $ 5,541,666 Less: current; maturities (See schedule (166,250) _ (160~Q00~ below) Total Long-te.rm note payable 
i (See Note 9 "Subsequent Events" - MOU) Scheduled maturities of long-term debt and variable interest rates as of December 31 are as follows: Year 1997 1998 1999 2000 2001 2002 Total 

Amount $ 166,250 183,333 201,250 216,250 2,004,167 _~,622,083 ~ 393 333 

The fair value of the mortgage note payable is estimated based on the current rates offered to the project for debt of the same remaining maturities. At December 31, 1996, the fair market value of the mortgage approximates the amount recorded in the financial statements. 
16 



C~AL STREET DEVELOPMENT CORPORATIOI~ NOTES TO FINANCIAL STATEMENTS (Continued) December 31, 1996 and 1995 
(See Note 9 "Subsequent Events" - MOU) Louisiana State Law (La. Revised Statute 24:513) required that the audit be completed and issued by June 30, 1996. The 1995 audit report was not issued until November 1996. As required in the Independent Auditor's Report On Compliance With Laws, Regulations, Contracts and Grants Based On An Audit Of Financial Statements Performed In Accordance With Government Auditing Standards a material issue of noncompliance was disclosed. The 1996 audit has beer, completed and issued as of June 30, 1997. 

The bank balances are comprised of the following which are not fully secured by federal deposit insurance: 1996 Demand deposits, per bank statements $ 287,782 Deposits secured by federal deposit insurance [i00,000) Total unsecured deposits 
1995 $ 289,967 _(i00,000) 

(Memorandum of Understanding March 20, 1997) On March 20, 1997, the Council of the City the Memorandum of Understanding among Corporation and 800 Canal Street Limited the following provisions: I. 
of New Orleans voted on and passed itself, Canal Street Development Partnership. This "MOU" includes 

First Amendment to Sixth Amendment and Restatement of Hotel Lease Agreement. a, 

b. 

Provides for an additional loan, of up to $1,505,000 from FNBC to construct 8 additional Hotel rooms, to construct the Canal Street entrance, to provide a fund for tenant improvements to Commercial Space, and for the subordination of the CSDC Loan (Landlord Loan) to the new FNBC Loan. Also provides for a loan, of up to $500,000, from Sonesta Hotels Corporation to construct additional meeting rooms and pre-function areas and to relocate office space within the Hotel. Allows 800 Canal to use $600,000 of equity contributions from Chevron Corporation to pay soft costs and other expenses necessary to implement the Hotel Lease amendments; Provides for an expanded right for CSDC to participate in the profits realized by 800 Canal in the event of a direct or 
17 



C. 
d. 
e. 

CANAL STREET DEVELOPMENT CORPORATION NOTES TO FINANCIAL STATEMENTS (Continued) Deoember 31, 1996 and 1995 
indirect Sale of the Hotel or of interests in 800 Canal Partnership. Provides for CSDC and 800 Canal to participate in any enlargements of the Hotel or Commercial Space Project. Provides for CSDC to receive a priority rental payment of $51,000 to compensate it for revenue lost with construction of the Canal Street entrance and loss of Commercial Space as a result of that construction. Provides for new rental sharing formula in order to improve negotiation and lease opportunities with prospective commercial tenants. 2. First Amendment to Hotel Parking Lease a. 

b. 
c. d. 
e. 
f. 
g. 
h. 

Provides for the entire Garage to be leased to 800 Canal Partnership. Provides for Sonesta and/or HRI Parking, Inc. to operate the Garage. Provides for fixed monthly rent of $18,750, to be paid to CSDC Provides for the construction of approximately $200,000 of Garage improvements by 800 Canal. Provides for all operational expenses of the Garage to be borne by 800 Canal. Establishes a capital reserve fund for repayment of monies spent to approve the Garage and for future capital reserve and replacements. Provides for CSDC to receive percentage rent if the Garage produces in excess of $605,000 of gross revenues annually. Provides for reinstatement of existing Hotel Lease and Apartments Parking Lease in the event of a default. 

18 



CANAL STREET DEVE]~PMENT CORPORATION NOTES TO FINANCI~L STATEMENTS (Continued) December 31, 1996 and 1995 
3. First Amendment to CSDC - 800 Canal Obligor Loan Agreement a. Permits $600,000 equity contribution by Chevron Corporation to be used to fund Project costs. b. Consents to subordination of Landlord Loan to the new FNBC Loan. 4. Supplemental Estoppel & Non-Disturbance Agreement between CSDC, FNBC & 800 Canal Street Limited Partnership 

5. 

6. 

a. b. 
c. 

Requires FNBC to foreclose first end mortgage concurrently. Acknowledges that FNBC will not be required to complete any of the improvements to the Hotel under the amended loan documents if 800 Canal defaults in its obligations and FNBC takes over the Hotel Lease. Acknowledges that the original Hotel Parking Lease and the original Apartments Parking Lease will remain in effect if 800 Canal defaults under the new Garage Lease. Amended Agreement for Loan & Related Services by & between the City of New Orleans & CSDC a. 
b. 
c. 

Provides for the City of New Orleans to acknowledge the additional FNBC Loan, the additional Sonesta Loan, and the subordination of the Landlord Loan to the New FNBC Loan. Requires the City of New Orleans to cash flow priorities created by the concur in a redistribution of amendments to the FNBC Loan. Requires the City of New Orleans to evidence its consent to the subordination of the Landlord Loan to the new FNBC Loan. First Amendment to Security Partnership, Debtor, in favor a. 
b. 

Agreement by 800 Canal Street L~mited of CSDC, Secured Party Provides for 800 Canal to reconfirm its original collateral in favor of CSDC to secure the Landlord Loan. Reconfirms that the CSDC collateral is junior in rank to the FNBC collateral. 
3.9 



7. 

8. 

9. 

CANAL STREET DEVELOPMENT CORPORATION NOTES TO FINANCIAL STATEMENTS (Continued) December 31, 2.996 and 1995 
First Amendment to Commercial Security Agreement by 800 Canal Street Limited Partnership, Debtor, in favor of CSDC, Secured Party a. 
b. 
Provides for 800 contract rights, to the ownership Provides for CSDC to acknowledge that its collateral security is junior to that of the FNBC Loan and the new priorities for repayment; created as a result of the new amendments. A~endment of Assignment of Leases & Rents by 800 Canal Street Limited Partnership to CSDC a., 

b. 
Provides for 800 Canal %o acknowledge its prior pledge and assignment of the Hotel Lease and any other lease agreements relating to the Hotel. Provides for CSDC to acknowledge that its security in such ]eases is junior to the same security interests held by FNBC under its agreements. Amended & Restated Intercreditor Payment Priority & Lien Priority Agreements a., 

b. 
c., 
d. 

Provides for agreed upon distribution of cash flow priorities in connection with Project. Provides for distribution of funds in the event of a Sale of the Hotel. Provides for distribution of funds complete or partial refinancing of among creditors in the event of Project. Provides for distribution of funds in connection with foreclosure or sale cf Project. i0. Subordination of! Mortgage by CSDC a,, Provides for CSDC to subordinate its Landlord Loan to the new FNBC Loan. 
2 0 



evaluation of procedures may effectiveness deteriorate. 
the structure to future periods is subject to the risk that become inadequate because of changes in conditions or that the of the design and operations of policies and procedures may 

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 internal control structure elements does not reduce to a relatively low level the risk that errors or 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 Jn 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 the information of the Board of Directors, management, and applicable Federal and State agencies. However, this report is a matter of public record and its distribution is not limited. ? 
New Orleans, Louisiana June i0, 1997 / ~ 
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PAILCT, meunl(!R L~SLAI4C, L.L.P Cerlili~d pobh~ A~counlonls 

To the Board of Directors Canal Street Developlaent Corporation We have audited the accompanying general purpose financial statements of Canal Street Development Corporation, a component unit of the City of New Orleans, State of Louisiana, a nonprofit organization under Internal Revenue Service Code Section 501 (C) (3), as of and for the years ended December 31, 1996 and 1995, respectively~ These financial statements are the responsibility of the organization's management. Our responsibility is to express an opinion on these general purpose financial statements based on our audits. We conducted our audits standards and Government in accordance with generally Auditin_/~Standard_ss, issued b accepted auditing y the Comptroller General of tile United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the general purpose financial statements are free of material misstatement. An audit includes examining on a test basis, evidence supporting the amounts and disclosures in the general purpose financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall general purpose financial statement presentation. We believe that our audits provide a reasonable basis for our opinion~ In our opinion the general purpose financial statements referred to above present fairly, in all material respects, the financial position of Canal Street Development Corporation, a component unit of the City of New Orleans, State of Louisiana, as of December 31, 1996 and 1995, respectively and the results of its proprietary fund type for the years ended in conformity with generally accepted accounting principles. In accordance w~th Government Auditing Standards, we have also issued a report dated June 10, 1997, on our consideration of Canal Street Development Corporation's internal control structure and a report dated June 10~1997, on ~ / its compliance with laws and regulations / ~ ~ ~ <~ 
New Orleans, Louisiana June 1,3, 1997 // 
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