
 
R~('F.IVE[) 
% LL'~?. ~?,. ~+.' e..,. t:3 

REPORT 

OFt ; FILE C I t,~, L COPY DO NOT S~l',~i~ OU'T cop~es lrom t~F., Cql]'~' aild PJ ACE DACK in ~lL(.} 

ST. BERNARD PARISH HOME MORTGAGE AUTHORITY 
MARCH 31, 1996 AND 1995 

Jnder provisions of state law, thfs report is a public docurnent. A copy of the report has been submit- ted to the audit~.d, or reviewed, entity and other apprcpri:~.-~ public officials. The report is a~,aiiable for public inspection at the Baton Rouge office of the Le~isiative Audi- tor and, where appropriate, at the office of the parish clerk of court. e~.lease Date AIlt~ 8 ~ ,'g~ 



ST. BERNARD PARISH HOME MORTGAGE AUTHORITY TABLE OF CONTENTS MARCH 31, 1996 AND 1995 

PAGE INDEPENDENT AUDITOR'S REPORT i FINANCIAL STATEMENTS: Combining Balance Sheets Combining Statements of Revenues, Expenses and Changes in Retained Earnings Combining Statements of Cash Flows 3 4 Notes to Financial Statements 5 - 11 INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL STRUCTURE BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 12 - 13 INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 



MK HA~I J O'ROU~KI, tl' A (J I~ IORI ) J ( ;I H JN, JR, ( V A 821 Gravier St., Suite 1300 ~ New Orleans, LA 70112 (504) 586-8866 Fax (504) 525-5888 
Board of Trustees St. Bernard Parish Home Mortgage Authority Chalmette, Louisiana 70043 

INDEPENDENT AUDITOR'S REPORT 

(Retired) A J l)Ul'l ANlll R, JR, ('pA (1919 1985) FHIX J I IRAPMANN, JR, C I'A (1919 1 ~)(I) WII I,IAM R ]IfKiAN, JR,C PA (1920 1996) MI:MBI RS AMERICAN INSJ l lUll{ OI (FRIll II I~ Pi31{I 3( A(. ( OUN I AN IS SCKIEI Y OF IA (.I'A 'S 
May 13, 1996 

We have audited the accompanying combining balance sheets of the St. Bernar Parish Home Mortgage Authority, a component unit of the Parish of St. Bernard, an its programs as of March 31, 1996 and 1995 and the related combining statements o revenues, expenses and changes in retained earnings and cash flows for the years the ended. These financial statements are the responsibility of the Authority' management. Our responsibility is to express an opinion on these financial statement based on our audits. We conducted our audits in accordance with generally accepted auditing standards and Government Auditing Stondords 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 basis, 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 audits provide a reasonable basis for our opinion. As more fully described in Note i, the financial statements present only the Home Mortgage Authority operations of St. Bernard Parish for the years ended March 31, 1996 and 1995 and are not intended to present fairly the results of operations of the Parish of St. Bernard. In our opinion, the accompanying financial statements present fairly the financial position of the St. Bernard Parish Home Mortgage Authority and its programs at March 31, 1996 and 1995 and results of its operations and cash flows for the years then ended, in conformity with generally accepted accounting principles. In accordance with Government Auditing Standards, we have also issued a report dated May 13, 1996, on our consideration of St. Bernard Parish Home Mortgage Authority's internal control structure and a report dated May compliance with laws and regulations. 13, 1996 on its 
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b. The potential of the organization to provide specific financial benefits to or impose specific financial burdens on the parish government 2. Organizations which are fiscally dependent 3. Organizations for which the reporting entity's financial statements would be misleading if data of the organization is not included because of the nature or significance of the relationship Because the parish government appoints the governing board, the Authority was determined to be a component unit of the St. Bernard Parish Government, the governing body of the parish and the governmental body with oversight responsi- bility. The accompanying financial statements present information only on the funds maintained by the Authority and do not present information on the parish government, the general government services provided by that governmental unit, or the other governmental units that comprise the governmental reporting entity. Annually, the St. Bernard Parish Government issues audited general purpose financial statements which include the activity contained in the accompanying financial statements. Basis of Reportinq 

Basis of Accountina 
age ond hue the 

The Authority follows the accrual basis of accounting whereby revenues are recognized when earned and expenses are recognized when the related liability is incurred. Certain funds were established under the powers granted by the Bond Trust Indentures. The funds, which are maintained by the trustee bank, provide for the accounting of bonds issued, debt service and bond redemption requirements, investments, and related revenues and operating expenses. Amortization Bond issuance costs, including underwriter's discount on bonds sold, are being amortized ratably over the life of the bonds based upon the principal amounts outstanding. Premiums and discounts on the purchase of investments are amortized over the life of the security using the level yield method. Discounts on bonds payable are amortized over the lives of the bonds using the level yield method. 
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For purposes of the statement of cash flows, the Authority considers all short-term, highly liquid investments with a maturity of three months or less to be cash equivalents. 2. DEPOSITS. CASH EQUIVALENTS AND INVESTMENTS: Deposits At March 31, 1996 and 1995, deposits in the amount of $467 and $528, respectively (bank balance) were insured by the Federal Deposit Insurance Corporation (FDIC). Cash Equivalents The Authority invests in the Marquis Treasury Securities Money Market Fund which is considered a cash equivalent. The Marquis Treasury Securities Money Market Fund i~vests exclusively in obligations issued by the U.S. Treasury and backed by its full faith and credit and in repurchase agreements involving such obligations. However, an investment in the fund is neither insured nor guaranteed by the U.S. Government. The Money Market Funds are held by a subcustodian in the name of the Authority. The Funds are managed by the Trustee Bank of the Authority. Investments 

1992 Program: Guaranteed Investment Contracts U.S. Government securities 

1996 CARRYING VALUE 
$ 96,545 695,561 $792,10___~6 

MARKET VALUE 
$ 96,545 856,448 $95____2, gg_~3 

995 CARRYING VALUE MARKET VALUE CATEGORY 
$ 96,545 $ 96,545 2 639.675 694,019 2 $ 736~220 $ 790,561 
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U.S. Government securities and guaranteed investment contracts are carried at amortized cost. The bond indentures authorize the Trustee to make investments under prudent investment standards reasonably expected to produce the greatest investment yield. 3. MORTGAGE LOANS RECEIVABLE: In accordance with the Trust Indenture of the 1991 Single Family Mortgage Revenue Refunding Bonds, the right, title and interest in the mortgage loans of the 1980 program were transferred to the 1991 program as of March I, 1991. In accordance with the Trust Indenture of the 1992 Series B Single Family Mortgage Refunding Bonds and the 1992 Series C Tax Exempt Single Family Mortgage Revenue Bonds, the right, title and interest in the remaining mortgage loans of the 1979 program were transferred to the 1992 program as of June I, 1992. Certain mortgage loans of the 1979 program were sold prior to this date. Mortgage loans receivable acquired by the Authority from participating mortgage lenders under the 197g program which were transferred to the 1992 program have a stated rate of 8.3754. The mortgage loans under the 1980 program previously had a stated rate of 11.58, but after transfer to the 1991 program, have a stated rate of 9.3~. These mortgage loans, which were granted only to residents of St. Bernard Parish, have scheduled maturities of thirty years and are secured by first mortgages on the related real property. Each participating mortgage lender services those loans purchased from it by the Authority and receives compensation for services rendered. In addition to the customary insurance required of the mortgagors, the mortgage loans are insured by the Authority under pool insurance policies. The loans of the 199I program are also insured under a special hazard policy. The mortgage loans receivable were obtained through conventional, FHA and VA programs sponsored by the various participating mortgage lenders. 4. BONDS PAYABLE: The net proceeds obtained from the 1979 and 1980 bond issues were used to establish funds authorized by the Bond Trust Indentures and to purchase eligible mortgage loans secured by first mortgage liens on single family owner-occupied residences from qualified mortgage lenders accepted for participation in the programs by the Authority. On March 3I, 1991, the Authority issued $4,435,000 in Single Family Mortgage Refunding Bonds with an interest rate of 8~ to advance refund $5,900,000 of outstanding 1980 Series bonds with an interest rate of I0.75~. The 1980 Series bonds have since been retired. 
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On June i, 1992, the Authority issued $11,255,000 in Single Family Mortgage Refunding Bonds, $200,000 (maturity amount) in Single Family Mortgage Refunding Bonds, $3,000,000 (maturity amount) in Single Family Mortgage Revenue Bonds, and $2,130,000 in Single Family Mortgage Refunding Bonds to advance refund $16,470,000 of outstanding 1979 Series bonds with interest rates of 5.874 to 7.58. The net proceeds of $13,795,143 (after $1,621,319 in underwriting fees, trustee costs, and cash requirements) plus an additional $4,294,455 of 1979 reserve fund money, loan proceeds and accrued interest were used to purchase Government securities. Those securities were deposited into an irrevocable trust with an escrow agent to provide for all future debt service payments on the 1979 Series Bonds. As a result, the 1979 bonds are considered defeased and the liability for those bonds was removed from the financial statements. At March 31, 1996 and 1995, $13,960,000 of the defeased bonds were still outstanding. The $11,255,000 in Single Family Mortgage Refunding Bonds, 1992 Series A, matured on July 31, 1992. The bonds were repaid to the purchaser by the issuance of a mortgage backed security to the purchaser from the Federal National Mortgage Association, which had received mortgage loans from the 1979 Issue of the Authority. 

Outstanding bonds payable are due on a term and serial basis and bear interest at rates as follows: MARCH 31 
discounted to yi unamortized disc $2,294,076 at Ma respectively. 

58, nd 
Single Family Mortgage Refunding Bonds: 1991 Program, due 1994-2012, 88 1992 Program Series B-l, due 2011, 7.54 stated rate, discounted to yield approxi- mately 7.848, unamortized discount was $54,812 and $69,080 at March 31, 1996 and 1995, respectively. 1992 Program Series B-2, zero coupon, due 2014 at maturity value of $200,000, discounted to yield approximately 9.258, unamortized discount was $161,676 and $164,990 at March 31, 1996 and 1995, respectively. 

$ 760,965 $ 705,924 
2,259,075 2,414,999 
1,037,896 1,224,171 
38,324 $4,096,260 35,010 $4,380,104 
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It is not possible to project the bond principal payments for the 1991 and 1992 Series B-I issue for the next five years due to the required redemption procedures of the Trust Indentures. The Indenture of the 1991 issue requires monies remaining in the Collection Account of the 1991 Issue shall pay principal of the bonds after the following payments are satisfied: a) payment to the RebateAccount in an amount equal to the excess non- mortgage earnings; b) payment of all interest due and payable with respect to any overdue bonds and any principal of such overdue bonds; c) payment of interest due and payable on any bonds which are not overdue; d) payment to the Debt Service Reserve Account (if necessary) to maintain the reserve requirement; e) payment to the Revenue Account an amount equal to 1/12 of .55~ per annum of the aggregate principal amount of bonds outstanding. The Indenture of the 1992 Series B-I issue requires monies remaining in the Bond Fund Account of the 1992 Series B-I issue shall pay principal of the bonds after the following payments are satisfied: a) payment of all interest due and payable with respect to any overdue bonds; b) payment of any installments of interest then due and payable on any bonds which are not overdue; c) payment to the Expense Account an amount sufficient to maintain a balance of $15,000 therein. The 1992 Series C bonds on or after June 1, 2002 percentages of the accreted 
June I, June i, June i, June i, 
REDEMPTION PERIOD 2002 through May 31, 2003 2003 through May 31, 2004 2004 through May 31, 2005 2005 and thereafter 5. BOARD OF TRUSTEES EXPENSES: 

REDEMPTION PRICES I03~ 102 101 100 
The members of the Authority's Board of Trustees receive no compensation for their services rendered but are reimbursed for their actual travel costs incurred in connection with their duties as trustees of the Authority. 



ST. BERNARD PARISH HOME MORTGAGE AUTHORITY NOTES TO FINANCIAL STATEMENTS MARCH 31. 1996 AND 1995 
6. FAIR VALUE OF FINANCIAL INSTRUMENTS: 

PAGE 11 

Generally accepted accounting principles require the disclosure of fair value of financial instruments for which it is considered practicable to estimate fair value. Because no readily available market exists for a portion of the Authority's financial instruments, fair value for these instruments is based on judgments regarding current economic conditions, interest rate risk characteristics, loss experience and other factors. Many of these estimates involve uncertainties and matters of significant judgment and cannot be determined with precision. Therefore, the calculated fair value estimates cannot always be substantiated by comparison to independent markets and, in many cases may not be realized in a current sale of the instruments. Changes in assumptions could significantly affect the estimates. The following assumptions were made by the Authority on estimating the fair value of its financial instruments at March 31, 1996: a) Cash and cash equivalents - for these short-term instruments, the carrying amount is a reasonable estimate of fair value. b) Investments - the fair value of U.S. Government Securities and guaranteed investment contracts is based on quoted market prices. c) Mortgage loans receivable - fair value is estimated using rates currently offered for loans of similar remaining terms and collateral and is based on the discounted value of contractual cash flows. d) Bonds payable - fair value issued bonds and is based on flows. is estimated using rates for currently the discounted value of contractual cash The estimated fair values of financial assets and financial liabilities at March 31, 1996 are as follows: 
Financial assets: Cash and cash equivalents Investments Mortgage loans receivable 

991 Proqram 1992 ProQram Carrying Amount Fair Value $ 182,532 $ 182,532 2,266,344 2,589,804 
Carrying Amount Fair Value 102,886 $ 102,886 792,106 1,212,587 792,106 1,342,391 Financial liabilities: Bonds payable 2,259,075 2,660,096 1,837,185 2,172,716 
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May 13, 1996 

We have audited the financial statements of St. Bernard Parish Home Mortgage Authority, as of and for the year ended March 31, 1996, and have issued our report thereon, dated May 13, 1996. We conducted our audit in accordance with generally accepted auditing standards, and Government Auditing Stondords, 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. The management of St. Bernard Parish Home Mortgage Authority is responsible for establishing and maintaining an internal control structure. In fulfilling this responsibility, estimates and judgments by management are required to assess the expected benefits and related costs of internal control structure policies and procedures. The objectives of an internal control structure are to provide management with reasonable, but not absolute, assurance that assets are safeguarded against loss from unauthorized use or disposition, and that transactions are executed in accordance with management's authorization and recorded properly to permit the preparation of financial statements in accordance with generally accepted accounting principles. Because of inherent limitations in any internal control structure, errors or irregularities may nevertheless occur and not be detected. Also, projection of any evaluation of the structure to future periods is subject to the risk that procedures may become inadequate because of changes in conditions or that the effectiveness of the design and operation of policies and procedures may deteriorate. In planning and performing our audit of the financial statements of St. Bernard Parish Home Mortgage Authority, for the year ended March 31, 1996, we obtained an understanding of the internal control structure. With respect to the internal control structure, we obtained an understanding of the design of relevant policies and procedures and whether they have been placed in operation, and we assessed control risk in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide an opinion on the internal control structure. Accordingly, we do not express such an opinion. 
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This report is intended for the information of the Board of Trustees of St. Bernard Parish Home Mortgage Authority and the Legislative Auditor. However, this report is a matter of public record and its distribution is not limited. 
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May 13, 1996 

We have audited the financial statements of St. Bernard Parish Home Mortgage Authority as of and for the year ended March 31, 1996, and have issued our report thereon dated May 13, 1996. We conducted our audit in accordance with generally accepted auditing standards and Government Auditing Stondards, 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 and regulations applicable to the St. Bernard Parish Home Mortgage 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 and regulations. 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 disclosed no instances of noncompliance that are required to be reported herein under Government Auditing Stondards. This report is intended for the information of the Board of Trustees of St. Bernard Parish Home Mortgage Authority and the Legislative Auditor. However, this report is a matter of public record and its distribution is not limited. 


