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I'ostlc~lhvcaite & Nc|tervillc A e, of,,sslonal Accounti,,g Corporation 8550 Untied Plaza Blvd, Suile 1001 " Baton Rouge, I.ouFsiana 70809 lelcphone (225) 922 4600 ~ FAX (225) 922-4611 

To tile Board of Commissioners l,ouisiana Ilousing Finance Agency Baton Rouge, Louisiana 

NDEPENDENT AUDITORS' REPORT 

We have audited tile accompanying financial statements of the Louisiana t lousing Finance Agency's General Fund, a component unit of tile State of Louisiana, as of June 30, 1999 and 1998. These financial statements are the responsibility of the Agency's management. Our responsibility is to express an opiuion on these financial statements based on our audits. 
We conducted our audits in accordance with generally accepted auditing standards and tile standards applicable to financial atidits contained in Government Auditing Stwldards, issued by tile Comptroller Genera/of the United States. Those standards require that we plan and perform the audits to obtain reasonable assurance about whether tile financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporti0g the alnouuts and disclosures in tile finaucial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating tile overall financial statement presentatioll. We believe that our audits provide a reasonable basis for our opinion. As disct~ssed in Note 2, the financial statements present only tile Louisiana Housing Finance Agency's Genera/Ftmd and are not intended to present fairly the combined financial position, combined results of operations, or tile combined cash flows of the Louisiana tlousiug Finance Agency's mortgage revenue bond programs in conformity with geuerally accepted accounting principles. In our opinion, tile financial statements referred to above present fairly, in all material respects, tile fiuaucial position of the Louisiana ! lousing Finance Agency's General Fund as of June 30, 1999 and 1998, and tile results of its operations aud its 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 September 17, 1999, on our consideration of tile Louisiana Housing Finance Ageucy's internal control over financial reportiug and our tests of its colnplJauce with eerlain provisions of laws, regulations, coutracts aud grants. 
Baton Rouge, I,ouisiana September 17, 1999 

Baton Rouge ' Donaldsonville . Gonzales ' New Orleans ' St. Francisville Associaled Offices in Principal Cities a[ the Utffted States 



]ISIANA HOUSING FINANCE AGE 

CASH AND CASH EQUIVALENTS INVESTMENTS SECUR1TIZED MORTGAGE LOANS ACCRUED INTEREST RECEIVABLE DUE FROM GOVERNMENTS RECEIVABLES OTttER ASSETS DUE FROM MRB PROGRAMS 

BALANCE SHEETS .JUNE 30, 1999 AND 1998 ASSETS 

PROPERTY AND EQUIPMENT (net of accumulated deprceiat on of $411,499 and $312,622, respectively) 
RESTRICTED ASSETS Cash and cash equivalents Investments Mortgage loans receivable (net of reserve for credit losses of $8,703,279 and $8,307,086, respectively) Accrued interest receivable Rents receivable - rental property Property and equipment - rental property Other assets - rental property 
Total Assets 

Tile accompanying notes arc an integral part of these statements -2- 

999 1998 
3,257,756 $ 2,282,415 21,970,723 19,429,559 19,778.641 453,012 
70,551 60,528 608.576 

383.901 679.186 71,298 63,770 685.615 
293.867 47,351,092 23,889,611 

4,493,137 552.117 37,454,484 3,724,501 3,675 1,937,366 56.866 48.222.146 
$ 95.573.238 

4,129,838 542,115 33,659,032 2,551,030 19,509 2,042,453 14.001 42.957.978 
$ 66.847.589 



LIABILITIES AND FUND BALANCE 
ACCOUNTS PAYABLE AND ACCRUED LIABILITIES COMPENSATED ABSENCES PAYABLE BORROWED FUNDS ACCRUED INTEREST PAYABLE DEFERRED INCOME 
ESTRICTED LIABILITI Due to Governments Deferred income Tenant security deposits and accrued liabilities - rental property Accounts payable 
TOTAL LIABILITIES FUND BALANCE Restricted - Federal programs Restricted - rental property operations Unrestricted 

Total Liabilities and Fund Balance 

-3- 

1999 1998 131,007 110,650 
74,513 1,103.437 211.609.607 
228,417 73.428 210,858 15.891 528.594 21.138.201 
42,521,052 5,172,500 26.741.485 74.435.037 

165,362 85.095 
1,373,292 1.623.749 
267,597 67,981 691,850 15,586 1.043.014 2.666.763 
37,478,286 4,436,681 22,265,859 64.180.826 

$ 95,573,238 $ 66.847.589 



OPERATING REVENUES 

LOUISIANA HOUSING FINANCE AGENCY 
STATEMENTS OF REVENUES~ EXP.ENSES AND CHANGES IN FUND BALANCE FOR THE YEARS ENDED JUNE 30, 1999 AND 1998 

MRB program issuer fees Low income housing tax credit program fees Commitnleal and loan fee income Compliance and application fees Federal program administrative fees Other income Mortgage loan income Investment Income 
OPERATING EXPENSES Persoune] services Supplies Travel Operating services Profcssional services Interest expense Depreciation 
Excess revenlle over elD~lls~s from oDer~IIioIIS NON-OPERATING REVENUES (EXPENSES Miscellaneous income Restricted mortgage loan interest income Federal grant revenue Federal grant funds passed through to subrecipients Homcbuyer assistance payments (HOME Program) Provision for loan losses Contributions to other housing authorities and nonprofit agencies Net income from rental property 
EXCESS OF REVENUES OVER EXPENSES 
The accompanying notes are an integral part of lhese statements -4- 

999 1998 
1,(159,631 867,437 298,387 226,956 1,108,622 90,122 (512,617) 1,165,161 4,303,699 
423,522 69,874 84,266 297,610 511,948 425,134 98.827 2.911.181 1.392.518 
122,776 1,251,298 10,729,759 (2,135,473) (4,458,829) 096,193) ~16,542) 1.431.257 6.128.053 

916,584 478,700 302,882 191,552 1,054,555 33.556 1.482.929 4.460.758 
1,196,046 55,388 114,587 463,856 607.570 86 437 2.523.884 936.874 
380,913 954,572 9,938,764 (2,054,816) ~,705,798) (338,746) (167,688) 1.484.845 5.492.046 7.520.571 7,428.920 



IS1ANA HOUSING FINANCE AGENCY 
TEMENTS OF REVENUES, EXPENSE AND CHANGES IN FUND BALAN R THE YEARS ENDED JUNE 30, 1999 AND 199 

FUND BALANCE - Begiiming of year 
Net residual equity transfers to/from LHFA MRB programs 
FUND BALANCE_ - End of year 

The accompanying notes are an integral part ofthese statements 
-5- 

1998 
$ 64,180,826 $ 55,232,130 
2,733,640 1.519.776 
$ 74.435.037 $ 64,180.826 



GENC STATEMENTS OF CASH FLOWS YEARS ENDED JUNE 30. 1999 AND tqqR 
CAS ERATING I]xcess revenues over expcrlses fiortl oper,'RJofls AcliustmEnts to reconcile excess revenues over expenses to net cash provided by operating activities: Deln cciation Net change in unrealized gain or loss on investments Net change in unrealized gain or loss on securitized mortgage loans Change in accrued interest receivable Change in due from govenm~ents Change in due from MRB programs Change in accounts payable Change in compensated absences payable Change in defcnvd income Change in other assets Change in accrued interest payable Mortgage loans purchased (fedcral grants) Sccuritized mortgage loans purchased Securifzed mortgage loan principal payments Collections of mortgage loans Net cash used in operating activities 
ACTIVITIES: Net i Esidual equity transfers fiom MRB programs Receipts from federal grants Disbursements of federal grants not capitalized DisbursEments to other housing authorities and non-profit organizations Change in short term borrowing Other non-operating income Net cash provided by noncapital financing activities 
ASIt FLOWS FROM INVESTIN InVEshnents purchased Investments redeemed Net cash fiom rental property Net cash used in investing activities CA S PITAL FINANC! l'urchasc of properly and equipment Net cash used in capital finaucing activities "lhe accompanying notes are an integral part of these statements 

-6 

999 1998 
$ 1,392,518 $ 1.936.874 
98,827 319,781 1,236,395 (69,111) 679,186 199,813 (34,050) 25,555 (264,408) (6,013) 74,513 (4,71 1,637) (21,282,029) 266,993 597.819 

86,437 (13,846) (128,096) 26,236 (123,480) (22,762) 34,118 (273,935) (17,896) (3,663,721) 
509.428 (21,475,848) (1,650,643) 

2,733,640 10,690,579 (6,594,302) (5l,OOO) 19.190.ooo 25.968.917 
(30,318,464) 27,457,519 662.781 

1,519,776 9,622,683 (6,760,614) (167,488) 383.686 4.598.043 
(26,784,816) 23,138,939 192.687 (2,198,164) (3,453,190) 

(956,265) (956,265) (172,785) (172,785) 



IANA HOUSING FINANCE AGE 
TATEMENTS OF YEARS ENDED JUNE 30, 1999 AND 1 

Page 2 of 2 

1998 
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 1,338,640 $ (678,575) CASH AND CASH EQUIVALENTS, beginning of year CASH AND CASH EQUIVALENTS, end of year 
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION 
Cash paid during the year for interest 

Tile accompanying notes are an integral part of these statements 
-7- 

6,412,253 7.090.828 7,750,893 $ 6.412.253 

350.621 $ 



LOUISIANA HOUSING FINANCE AGENCY 
Oreanization of the A~encv TE The Louisiana ltousing Finance Agency (the Agency) is a political subdivision and instrumentality of the State of Louisiana established in 1980 pursuant to the Louisiana Housing Finance Act contained in Chapter 3-A of Title 40 of the Louisiana Revised Statutes of 1950, as amended. The initial enacting legislation and subsequent amendments grant the Agency the authority to undertake various programs to assist in the financing of housing needs in the state of Louisiana for persons of low and moderate incomes by issuing evideuce of indebtedness to obtain funds for accomplishing its authorized public functions. In accordance with the above legislation, the powers of the Agency are vested in a Board of Commissioners which is empowered to contract with outside parties to conduct the operations of the programs it iuitiates. For the Mortgage Revenue Bond programs, the Agency utilizes mortgage lenders in the State of Louisiana to originate and service mortgage and construction loans acquired under its single family and multifamily programs. The Agency also utilizes various banking institutions to serve as trustee for each of its bond programs and such trustee banks have the fiduciary responsibility for the custody and investment of program funds. 2. Significant Accountin~ Policies a. Basis of Accountin~ and Reoortin~ The Agency complies with Generally Accepted Accounting Principles (GAAP). The Agency applies all relevant Governmental Accounting Standards Board (GASB) pronouncements. As the Agency's general fired and its mortgage revenue bond programs are considered to be proprietary funds, the Agency also applies Financial Accounting Slandards Board (FASB) pronouncements and Accounting Principles Board (APB) opinions issued on or before November 30, 1989, unless those pronouncements conflict with or contradict GASB pronouncements, in which case, GASB prevails. GASB Codification Section 2100 establishes criteria for determining the governmental reporting entity and has defined the governmental reporting entity to be the State of Louisiana. The accompanying statements present only transactions of the Louisiana Housing Finance Agency's General Fund, determined to be a component unit of the State of Louisiana. The Agency's "General Fund" refers to the fund that accounts for the Agency's general operating activities and is not meant to denote a governmental type general fund of a primary government. Annually, the Louisiana Housing Finance Agency issues combined financial statements which include tbe activity contained in the accompanying financial statements, along with the Agency's Mortgage Revenue Bond Programs. 
Annually, the State of Louisiana issues general purpose financial statements which include the activity contained in the accompanying financial statements. The general purpose financial statements are issued by the Louisiana Division of Administration-Office of Statewide Reporting and Accounting Policy and audited by the Louisiana l,egislative Auditor. The Funds of the Agency are proprietary fund types. Proprietary fund types are used to account for governmental activities that are similar to those found in the private sector where the determination of net income is necessary or useful for sound financial administration. The generally accepted accounting principles ("GAAP") used for 

-8- 



LOUISIANA HOUSING FINANCE AGENCY NOTES TO FINANCIAl, STATEMENTS 
2. Sionificant Accountln~ Policies (continued) a. Basis of Accountine and Renortin~ (continued) proprietary funds are generally those applicable to similar businesses in the private sector (accrual basis accounting). Under the accrual basis of accounting, revenues are recognized in tile accounting period in which they were earned and expenses are recognized in the period incurred. Significant accounting policies consistently followed by the Agency in preparing its financial statements include: b. Fund Accounting General Fund - This fund provides for the accounting of general and administrative expenses of the Agency, any allowable transfers from other funds, investment interest income, and various types of fees and federal program transactions. Funds transferred from the Agency's Mortgage Revenue Bond programs are generally unrestricted and may be utilized for any lawful purpose of the Agency. The following sub-fimds of the General Fund have been combined with the General Fund for financia reporting: ~ Housing Assistance - This fund accounts for the pass-through federal funds of the Section 8 Itousing Assistance Payments Program, which the Agency administers on behalf of the U.S. Department of Housing and Urban Development, ~ Rental Properties - This fund provides the accounting of the operations of low income raultifamily projects which are owned by the Agency. 
All interfund balances and activities between these sub-funds and the General Fund have been eliminated c. Loan Fees 
Loan fees are deferred and amortized using a method that approximates the interest method over tile contractual life of the related loans, except for single family fixed-rate mortgage loans~ Due to anticipated prepayments, fixed-rate single family loans (generally made for a contractual 30-year term) are amortized over an estimated 12-year economic life. In the event an extraordinary mandatory redemption occurs due to mortgage loans not being originated, deferred fees (on a pro-rata share of unfimded mortgage loans) are recognized immediately as revenue. d. Investments and Securitized Mortea~e Loans During the year ended June 30, 1998, the Agency adopted Governmental Accounting Standards Board Statement 31, "Accounting and Financial Report#lg for Certain Investments and External Investment Pools" which requires certain types of investment securities to he carried at fair value as defined. Under this statement, the Agency carries all debt securities with an original term of greater than 90 days at fair value, The change in fair value of such securities is recognized as revenue as a component of investment income for U. S. Treasury securities; as a component of mortgage loan interest for GNMA securities. -9- 



LOUISIANA HOUSING FINANCE AGENCY 
NOTES TO FINANCIAL STATEMENTS 

2. Sipnificant Accounting Policies 
c. Allowance for Loan Losses (continued) The allowance is maintained at a level adequate to absorb probable losses. Management determines the adequacy of the allowance based upon reviews of groups of credits, loss experience of similar type loans, current and future estimated economic conditions, the risk characteristics of the various categories of loans and other pertinent factors. Loans deemed uncollectible are charged to the allowance. Provisions for loan losses and recoveries on loans previously charged offare added to the allowance. Fixed Assets The Agency's major classes of fixed assets consist of land, equipment and automobiles. Equipment and automobiles are recorded at cost less accumulated depreciation and depreciated over their estimated usefid fives using the straight-line method. Land is recorded at cost. g. Estimates The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and assumptions that affect the reported amotmts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates. 3. Cash. Investments and Securitized Morteaae Loans For reporting purposes, cash and cash equivalents include cash on hand, financial institutiou deposits and all highly liquid investments with an original maturity of three months or less. Cash and cash equivalents are stated at cost, which approximates market value. Under state law the Louisiana Housing Finance Agency may deposit funds within a fiscal agent bank selected and designated by the Interim Emergency Board. Further, the Agency may invest in time certificates of deposit of state banks organized under the laws of Louisiana, national banks having their principal office in the state of Louisiana, in savings accounts or shares of savitlgs and loan associations and savings banks and in share accounts and share certificate amounts of federally or state chartered credit unions. Under Louisiana Revised Statute of 1950, as amended, the Agency may invest in obligations of the U. S. Treasury, agencies, and instrumentalities, repurchase agreements, and other investments as provided by the statute mentioned above. 

-10- 



LOUISIANA HOUSING FINANCE AGENCY 
3. Cash. Investments and Securitized Mort~,aee Loans (continued) The Louisiana Housing Finance Agency had cash and cash eqnivalents totaling $7,750,893 and $6,412,253 at June 30, 1999 and 1998 which included bank deposits of $1,720,133 and $2,002,856, respectively. Under state law, these deposits must be secured by federal deposit insurance or the pledge of securities owned by the fiscal agent bank. The fair value of the pledged securities plus the federal deposit insurance must at all times equal the amount on deposit with the fiscal agent. These pledged securities are held in the name of the pledging fiscal agent bank in a holding or custodial bank in the form of safekeeping receipts held by the State Treasurer. The bank deposits were secured as follows: 
Carrying amount 1999 998 $ 1,720,133 $ 2,002,856 Bank Balances: Insured (FDIC) or collateralized with securities held by the entity or its agent in the entity's name $ 457,961 $ 300,000 Collateralized with securities held by pledging financial institution or its trust department or agent in the entity's name 1,368,117 __ 1,884,204 
Total Bank Balances $ 1,826,078 L2,1842~A04 Investment securities classified as cash and cash equivalents of $6,030,760 and $4,609,397 at June 30, 1999 and 1998, respectively, as well as $22,522,840 and $19,971,674 classified as investments, respectively, consist primarily of short-term U.S. Government Securities held by various trust accounts. Seeuritized mortgage loans of $19,778,641 at June 30, 1999 consisted of Single Family Program loans that have been pooled and securitized iuto GNMA and FNMA securities. These securities are held by the broker or dealer's trust department or agent, but not in the Agency's name (GASB category 3). Interest rates on investments, cash equivalents, and securitized mortgaged loans ranged from 4.0% to 7.65% at June 30, 1999. Components of investment income are as follows for the year ended June 30 
Interest income Change in fair value of securities $ 1,484,942 ( 319,781~ 

1998 $ 1,469,083 138=~46 $ 1,165,161 ~ 1,482,929 



LOUISIANA HOUSING FINANCE AGENCY NOTES TO FINANCIAL STATEMENTS 
3. Cash. Investments and Securitized Mort~al~e Loans (continued) Components of mortgage loan interest income are as follows for the year ended June 30, 1999 Interest income Change in fair value of GNMA and FNMA securities 
Net unrealized gains or (losses) on securities held at June 30 
U. S. Treasury securities GNMA and FNMA securities 

4. Notes and Bonds Payable 

$ 723,778 ( 1,236,395) ($ 512,617) 
999 ($ 210,588) (1,236,395) ($ 1,446,983) 

1998 $ 109,193 $ 109,193 
The Agency issues revenue bonds to assist in the financing of housing needs in the state of Louisiana. Tile bonds are limited obligations of the Agency, payable only from the income, revenues and receipts derived from the mortgage loans and other investments held under and pursuant to the trust indentures and pledged therefore. The bonds do not constitute an obligation, either general or special, of the State of Louisiana, any municipality or any other political subdivision of the State. Bonds issued by the Agency for which the Agency and the State have no responsibility for repayment are not recorded in the accompanying financial statements. Accordingly, the Agency has revenue bonds outstanding in thirty-eight bond programs totaling approximately $670 million at June 30, 1999. Issues tidal were outstanding at June 30, 1999 include: 
Bond Issue n Thousand Interest Date Malurity Amount Retired Outstanding Rate Issued Dates Issued to Date at 6/30/99 989 Single Family 7.6% 12/01/89 12/01129 100,000 ($ 14,107) $ 85,893 1990 Single Family 1990B Single Family 1992 Single Family 1992A/B Single Family 1992A1/BI Single Family 1992A2/B2 Single Family 1994B Single Family 1995A 1/A2 Single Family 1995CIC2 Single Family 1996B I'B4 Single Family 1996D I-D4Single Family 1997A I-A3 Single Family 1997B I-B3 Single Family 1997C I-C2 Single Family 

7.8% 09/14/90 6.9% 11/27/91 6.0-7.4% 06/10/92 4.4-6.9% 06/25/92 4.65-6.8% 09/23/94 4.6-6.6% 04/25/95 4.3-8.0% 09/01/94 4.5-7.8% 04/01195 5.1-6.45% 12/01/95 4.1-6.3% 04/15/96 3.9-8.0% 09/01/96 3.75-6.75% 03/01/97 4.0-6.75% 09/20/97 4.2-5.75% 11/01/97 -12- 

09/01/23 09/01/23 Various Various Various Various Various Various Various Various Various Various Various Various 

96,000 27,500 9,647 5,000 15,000 15,000 10,482 38,014 53,723 36,485 67,405 85,850 45,143 46.046 

68,016) 25,844) 6,587) 1,320) 4,975) 3,870) 3,832) 22,856) 11,777) 3,512) 35,271) 55,961) 1,619) 1,394) 

27,984 1,656 3,060 3,680 10,025 11,130 6,650 15,158 41,946 32,973 32,134 29,889 43,524 44.652 



4. Notes and Bonds Payable 
Bond Issue 1998A I'A3 Single Family 1998B1-B2 Single Family 1999A 1 "A3 Single Family 1998 Draw Down Single Family 1988B Multifamily 1988 K.C. Multifamily 1988 P.tt. Multifamily 1989 T.A. Multifamily 1990 W.V. Multifamily 1991 W.V.11 Multifamily 1991A&B Multifamily 1992 N.O. Multifamily 1992 E.P. Multifamily 1993A&B Multifamily 1993 T.T. Mullifamily 1993 V.M. Multifamily 1994 S.J.M. Multifamily 1995A&B L.A.W. 

LOUISIANA HOUSING FINANCE AGENCY" NOTES TO FINANCIAL STATEMENTS 
(continued) 

Multifamily 995A S.D.A.L. Multifamily 995 A.L.F. Multifamiiy 997 M.S. Multifamily 998A Multifamily 998 S.V. Multifamily 
Borrowed Funds 

n Thousands Interest Date Maturity Amount Retired Outstanding Rate Issued Dates Issued to Date at 6/30/99 
4.1-6.4% 4.0-6.2% 3.4-5.9% Various 3.3% 9.0% 6.8-8.0% 5.4% 7.8% 7.6-8.0% 5.5-8.5% 5.0-10.0% 5.5-7.1% 4.4-6.2% 4.5-6.3% 7.1% 7.8% 

05/01/98 09/01/98 02/15/99 11/30/98 04/11/88 06/13/88 12/01/88 09/01/89 04/01/90 01/01/91 12/01/91 03/01/92 07/01/92 05/01/93 12/01/93 07/20/93 06/01/94 4.0-9.8% 04/01/95 5.8-7.0% 03/01/95 9% 03/31/95 5.25-6.5% 03/01/97 7.125-9.0% 02/01/98 5.75-8.5% 08/01/98 

Various $ 49,708 ($ 1,003) Various 73,353 0 Various 21,874 0 
03/31/00 Various 08/01/13 Various 07/01/10 Various Various Various Various Various Various Various Various Various 

20,843 10,655 850 1,250 450 3,745 3,715 9,700 19,700 3,678 10,090 7,817 3,376 3,227 Various 13,490 Various 8,488 03/01/25 19,045 Various 6,078 01/01/28 9,503 Various 4 350 $ 956,280 

9,996) 465) 185) 60) 110) 213) ll0) 980) 2,701) 208) 6o0) 310) 46) I O6) 6,807) 121) 742) 136) 73) 0 ($ 285,913) 

48,705 73,353 21,874 10,847 10,190 665 1,190 340 3,532 3,605 8,720 16,999 3,470 9,490 7,507 3,330 3.121 6,683 8,367 18,303 5,942 9,430 4,350 $ 670,367 
Tile Agency has entered into an agreement with the Federal Home Loan Bank (FHLB) which allows advances up to $50 million to be obtained for the purpose of funding the purchase of securitized mortgage loans of the 1998AiA3and 1999A1A3 Single Family Programs. These borrowed funds which totaled $19,190,000 at June 30, 1999, and mature on December 1, 1999, are intended as an interim source of fonds that will be repaid with proceeds of the issuance of 1998AIA3 and 1999AIA3 forward delivery bonds on December 1, 1999. All advances bear interest at the overnight liquidity rate of the FHLB which ranged from 4.89% to 5.28~-/0 during the fiscal year ended 1999. Mortgage backed securities with a market value of $19,778,641 are pledged as collateral against these borrowings. 

-13- 



LOUISIANA HOUSING FINANCE AGENCY 
5. Federal Financial Assistance 

NOTES TO FINANCIAL STATEMENTS 
Section 8 Program In connection with the Series 1991A&B Multifamily Mortgage Revenue Bond Programs, the Agency entered into a Housing Assistance Program (FLAP) contract with the Department of ttousing and Urban Development (HUD) as authorized under Section 8 of the United States Housing Act of 1937, as amended. Under the contract, the Agency serves as an agent for HUD by distributing HAP funds to the housing project owners. HAP revenue was $2,059,065 and $1,994,868 and pass-through disbursements were $2,026,686 and $1,990,088 for the years ended June 30, 1999 and 1998, respectively. ItOME Program 
The Agency has also entered into a parlnership agreement on behalf of the State of Louisiana with HUD under the tlOME Investment Partnership Program as authorized by Title 11 of the National Affordable ttousing Act. Under the agreement, the Agency administers and distributes funding to be used for a variety of low income housing activities. These activities and the form of funding provided are as follows: Activity Funding Form a) Rehabilitatlon and new construction of low-income multi family rental complexes Low interest bearing loans b) Rehabilitation of structures for low-income homeowners c) First year operating expenses for community housing development organizations (CHDO's) d) Single Family homebuyer assistance Low interest, non interest bearing loans and grants. The Agency received $9,697,497 and $9,453,290 in grant revenue arid disbursed a total of $10,106,693 and $9,489,235 for 1999 and 1998, respectively, in connection with the HOME program. Of tbe amount received, $1,100,442 and $1,054,555, respectively, were for fees earned by the Agency to cover costs of administration of the program. 

-14- 



6 
A AGEN 

of Corn missioners Exnen 
INANCIAL STATEME 

Robert Austin $ David Bell Michael Domingue Eleria Hunter Debra White Lockwood Louis C. McKnight, III Phillip Miller Gregory Monier Albert S. Pappalardo W. E. Tucker. Jr. 
7. Retirement Benefits 

8. Fixed Assets A summary of changes in fixed assets is as follows 
Fixed assets (cost) Accumulated depreciation 

Balance June 30, 1998 $ 606,489 ( 312,622) $ 293,867 

450 500 650 350 550 500 450 500 500 500 $ 4,950 

Balance Additions Deletions June 30, 1999 $ 956,265 ( 98,827) 857,432 
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($ ) ( ) $ 1,562,754 (. 411,449) $ 1,151,305 

,a nd ed to 



LOUISIANA ItOUSING FINANCE AGENCY NOTES TO FINANCIAL STATEMENTS 
9. Commitments and Contingencies In the ordinary course of business, the Agency has various outstanding commitments and contingent liabilities that are not reflected in the accompanying financial statements. In addition, tile Agency is a defendant in certain claims and legal actions arising in the ordinary course of business. In the opinion of management, after consultation with legal counsel, the ultimate disposition of these matters is not expected to have a material adverse effect on the financial condition of the Agency. The Agency currently leases its operating location. The original lease term was for three years with an option to renew for five one year periods. In July 1996, the lease was amended to alter tile terms to a month-to-month basis. Tile Agency will be required to give thirty days notice prior to ending the lease. Rent expense to the Agency for tile years ended June 30, 1999 and 1998 totaled $110,000 and $60,000. respectively The Agency has purchased land for $697,016, upon which it intends to construcl a new building to be used as an operating location. Plans are currently being designed by architects; however, no contract has been executed for construction. Cooncrative Endeavor A~reeme The Agency has entered inlo Cooperative Endeavor Agreements with several local housing aulhorflics within Louisiana whereby the Agency may refund scheduled maturities and redemptions due to prepayments for previously issued bonds of the local authority. In return, the Agency receives a like sum of funds from the local authority that would have been used to fund the bond calls and redemptions, and uses these funds to originate new mortgage loans in the respective geographic region. Bonds refunded under tile Cooperative Endeavor Agreements for the fiscal year ended June 30. 1999 were as follows: Denham Springs Housing Finance Authority Shreveport Home Mortgage Authority l,afayette Public Trust Authority Monroe Housing Authority 
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$ 1,345,000 3,319,827 1,400,000 930,000 ~ 2 



LOUISIANA HOUSING FINANCE AGENCY 
O. IIUD DisPosition Proverties 

NOTES TO FINANCIAL STATEMENTS 

As mentioned in Note 2, these rental properties' assets, liabilities and activities are accounted for in separate fimds but are combined with the Agency's General Fund in the accompanying financial statements. Assets and liabilities of tile properties are considered to be restricted and tile net income to be non operating revcnue to the Agency. 

Restricted Loans. 

Multifamily Mortgage Loans Single Family Mortgage Loans 
Reserve for loan losses 

998 ntcrest Rate $ 33,794,447 $ 29,114,884 1%- 6% 
2,363,316 12,851,234 
( 8,703,279) ( 8,307,086) $ 37,454,484 $ 33,659,032 

Non-interest bearing 
Tile Agency has restricted tile repayments of these loans to funding future lending programs and as such, principal and interest on these loans is included in restricted assets. Tile increase in tile reserve for loan losses was a result of charges of $396,193 and $338,746 to the provision for loan losses account in fiscal 1999 and 1998, respectively. 
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LOUISIANA HOUSING FINANCE AGENCY NOTES TO FINANCIAL STATEMENTS 
2. Concentration of Credit Risk 
The Agency's HOME program loans are issued to single family borrowers and multifamily low income housing project developers residing and located in Louisiana. A substantial portion of the multifamily low income housing project loans have been issoed among entities with a common ownership. 3. Risk Management The Agency is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors and omissions; and injuries to employees. To provide coverage for these risks, the Agency participates with the State of Louisiana's Office of Risk Management, a public entity risk pool currently operating as a common risk management and insurance program for branches of state government. This Agency pays an annual premium to ORM for this coverage. 4. Subsequent Event On September 16, 1999, tile Agency sold two of its tlUD Disposition rental properties; University Oaks I, and University Oaks II. The sales price was $1 each. The combined net equity of these properties as of June 30, 1999 was $399,656. Restricted cash eamlarked for repairs and maintenance of these properties of $37,500 was transferred to the purchaser. This transaction fidfills the Agency's obligation to rehabilitate these properties. 
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Pos|lcflm,ai|~ & Neflerville 
8550 United Plaza Blvd., Suite 1001 " Baton Rouge, Louisiana 70809 lelephone (225) 922 4600 ' FAX (225) 922 ,4611 
INDEPENDENT AUDITORS' REPORT ON SUPPLEMENTAL INFORMATION 

To tile Board of Commissioners l.ouisiana l lousing Finance Agency Baton Rouge, Louisiana 
Our audit was conducted for tbe purpose of forming an opinion on the financial statements taken as a wholE. Tim combining statement of operations for rental properties on page 21 is presented for purposes of additional analysis and is not a required part of tire financial statements of the Louisiana ttousing Finance Agency. Sacb information bas been subjected to tim auditing procedures applied in the audit of the financial statements and, in our opinion, is fairly presented in all material respects in relation to the financial statements taken as a whole. "lhe Year 2000 supplementary information o11 page 20 is not a required part of the basic financial statements, but is supplementary information required by the Governmental Accounting Standards Board. We bave applied certain limited procedures, which consisted principally of inquiries of nlanagement regarding the methods of measurement and presentation of the supplementary information, llowever, we did not audit the information and do trot express an opinion on it. In addition, we do not provide assurance that the Agency is or will become Year 2000 compliant, that the Agency's Year 2000 remediation efforts will be successful in whole or in part, or that parties with which the Agency does business are or will become Year 2000 compliant. 

Baton Rouge, Louisiana September 17, 1999 

Baton Rouge " Donaldsonville ~ Gonzales ' New Orleans ' St froncisville Associated Offices in Principal Cities of the United States 



REOUIRED SUPPLEMENTAL INFORMATION 



LOUISIANA HOUSING FINANCE AGENCY DISCLOSURES REGARDING YEAR 2000 READINESS 
The State of Louisiana and particularly the Louisiana Housing Finance Agency is pro-actively approaching year 2000 readiness and currently developing and implementing a comprehensive year 2000 plan. We are firmly committed to addressing all internal and external issues that may affect our year 2000 readiness. 
Through executive orders issued in 1996 and 1998, Governor Murphy J. Foster has directed all State entities, departments, and agencies to: Evaluate the impact of the Year 2000 date change on their current information systems 2. Determine which systems must be corrected or replaced; and 3. Initiate corrective action that will be in effect on or before July 1, 1999, to assure that their services or operation will not be interrupted due to the Year 2000 date change. As a result, the LHFA has a plan underway to become year 2000 ready for our mission critical systems by mid 1999. The I,HFA has identified a six phase process for becoming Y2K ready. The phases are: planning, inventory, evaluation, testing, implementation, and contingency planning. As of September 17, 1999, the Agency has completed six of the seven phases and is currently working on the contingency planning phase. Nevertheless, even the most conscientious efforts cannot guarantee that every problem will be found and remedied prior to January 1,2000. LHFA is focusing on critical operating aud business systems and will have contingency plans in place to deal with any problems that may occur. 



LOUISIANA HOUSING FINANCE AGENCY 
SUPPLEMENTAL COMBINING INFORMATION 

JUNE 30, 1999 
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EXHIBIT A 

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENTAUDIT1NG STANDARDS 
To the Board of Commissioners 1.ouisiana ttousing Finance Agency Baton Rouge, Louisiana We have audited the financial statements of the Louisiana Housing Finance Agency as of and for the year ended June 30, 1999, and have issued our report thereon dated September 17, 1999. We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial audits contained in GovernmentAuditingStandards, issued by the Comptroller General of the United Stales. 

Internal Control Over Financial Reporting In planning and performing our audit, we considered the Louisiana Housing Finance Agency's internal control over financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide assurance on the internal control over financial reporting. However, we noted a certain matter involving the internal control over financial reporting and its operation that we consider to be a reportable condition. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the internal control over financial reporting that, in our judgment, could adversely affect the Louisiana I lousing Finance Agency's ability to record, process, summarize and rcport financial data fS ( ga~on Rouge ~ Donaklsonville - Gonzales ~ New Orleans ~ St Frcmcisville Associotecl Of[rues in Principal Cities of d~e United Sto&~ 



consistent with the assertions of management in the financial statements. A reportable condition is described in the accompanying schedule of findings and questioned costs. A material weakness is a condition in which the design or operation of one or more of the internal control components does not reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to the financial statements being audited may occur and not bc detected within a timely period by employees in the normal course of performing their assigned functions. Our consideration of the internal control over financial reporting would not necessarily disclose all matters in the internal control that might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses, tlowever, we believe the reportable condition described in the accompanying schedule of findings and questioned costs is not a material weakness. 
This report is intended for the information of the Agency's management, the Louisiana Legislative Auditor, and federal awarding agencies, and it is not intended to be and should not be used by anyone other than these specified parties. 

Baton Rouge, Louisiana September 17, 1999 



Posllclhwaiic & Nc|lcrvillc A P, of,,~5~o,,d A~coum~,,9 Corpofo~;o,, 8550 Uniled Plaza Bird, guile 1001 " Bo~an Rouge, touisiano 70809 lelephone (225) 922-4600 ~ FAX (225) 922 A611 www pncpa cam 
EXHIBIT B REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 

To the Board of Commissioners Louisiana tlousing Finance Agency Baton Rouge, Louisiana 
Compliance We have audited the compliance of the Louisiana Housing Finance Agency with the types of compliance requirements described in the U. S. Office of Management and Budget (OMB) Circular A- 133 Compliance Supplement that are applicable to its major federal program for the year ended June 30, 1999. The Louisiana ttousing Finance Agency's major federal program is identified in the summary of auditors' results section of the accompanying schedule of findings and questioned costs. Compliance with the requirements of laws, regulations, contracts and grants applicable to its major federal program is the responsibility of the Louisiana Housing Finance Agency's management. Our responsibility is to express an opinion on the Louisiana Housing Finance Agency's compliance based on our audit. 
We conducted our audit of compliance in accordance with generally accepted auditing standards; the standards applicable to financial audits contained in Government Auditing Standards', issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance requirements referred to above that could have a direct and material effect on a major federal program occurred. An audit includes examining, on a test basis, evidence about the Louisiana Housing Finance Agency's compliance with those requirements and performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal determination of the Louisiana Ilousing Finance Agency's compliance with those requirements. 

Baton Rouge ' DonaldsonviJle ~ Gonzoles " New Orleans ~ SI. Francisville Associated Offices in Principal Cities of the United Stoles 



In our opinion, the Agency complied, in all material respects, with the requirements referred to above that are applicable to its major federal program for the year ended June 30, 1999. However, the results of our audit procedures disclosed instances of noncompliance with those requirements, which are required to be reported in accordance with OMB Circular A-133 and which arc described in the accompanying schedule of findings and questioned costs as items 99-1 and 99-2. 
ntcmal Control Over Comnliance The management of the I,ouisiana Housing Finance Agency is responsible for establishing and maintaining effective internal control over compliance with requirements of laws, regulations, contracts and grants applicable to federal programs. In planning and performing our audit, we considered the I.ouisiana Housing Finance Agency's internal control over compliance with requirements that could have a direct and material effect on a major federal program in order to determine our auditing procedures for the purpose of expressing our opinion on compliance and to test and report on internal control over compliance in accordance with OMB Circular A-133. 
We noted certain matters involving the internal control over compliance and its operation that we consider to be reportable conditions. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the internal control over compliance that, in our judgment, could adversely affect the agency's ability to administer a maj or federal progrmn in accordance with the applicable requirements of laws, regulations, contracts, and grants. Reportable conditions are described in the accompanying schedule of findings and questioned costs as items 99-1 and 9%2. A material weakness is a condition in which the design or operation of one or more of the internal control components does not reduce to a relatively low level the risk that noncompliance with applicable requirements of laws, regulations, contracts, and grants that would be material in relation to a major federal program being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. Our consideration of the internal control over compliance would not necessarily disclose all matters in the internal control that nfight be reportable conditions, and accordingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses. However, we believe that none of the reporlable conditions described in the accompanying schedule of findings and questioned costs are material weaknesses. 
Schedule of Ext~enditures of Federal Awards We have audited the financial statements of the Louisiana Housing Finance Agency as of and for the year ended June 30, 1999, and have issued our report thereon dated September 17, 1999. Our audit was performed for the purpose of forming an opinion on the financial statements taken as a whole. The accompanying schedule of expenditures of federal awards is presented for purposes of additional analysis as required by OMB Circular A- 133 and is not a required part of the basic financial statements. Such information has been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the financial statements taken as a whole. 



This report is intended for the information of the Agency's management, federal awarding agencies, and the Louisiana Legislative Auditor, and is not intended to be, and should not be, used by anyone other than these specified parties. 

Baton Rouge, Louisiana September 17, 1999 



Federal Grantor Program Title 

IANA HOUSING FINANCE AGEN EXHIBIT C 
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

U. S. Department of HUD Section 8 Program A 

FOR THE YEAR ENDED JUNE 30. 19 

110me Investment Partnerships Program 
I lousing Opportunity for Persons with AIDS 

See accompanying notes to schedule of expenditures of federal awards 

Federal CFDA Number Expenditures 

14.182 $ 2,358,191 
14.239 10,106,693 14.241 73,639 $ 12,538,523 



LOUISIANA HOUSING FINANCE AGENCY NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS FOR THE YEAR ENDED JUNE 30, 1999 
NOTE A - BASIS OF PRESENTATION 
The accompanying schedule of expenditures of federal awards includes the federal grant activity of the Louisiana ttousing Finance Agency and is presented on the modified accrual basis of accounting. The information in this schedule is presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Therefore, some amountspresented in this schedule may differ from amounts presented in, or used in the preparation of, the basic financial statements. NOTE B - SUBRECIPIENTS The Louisiana Housing Finance Agency provided federal awards to subrecipients as follows 
Program Title 1 IOME Investment Partnership Programs 
NOTE C - PROGRAM INCOME 

Federal CFDA Number 14.239 Provided $ 33.849 
In accordance with terms of the grant, program income totaling $607,259 was used to reduce the amount of federal funds that would have been drawn to fund various single family and multi-family projects. The program income was comprised of ttOME Program mortgage loan collections of principal and interest. The expenditure of the program income is included in the accompanying schedule of expenditures of federal awards. 



LOUISIANA HOUSING FINANCE AGENCY SCItEDULE OF FINDINGS AND QUESTIONED COSTS YEAR ENDED JUNE 30, 1998 
A. Summary of Audit Results 
2 

4 

6 

EXttlBIT D 

The auditors' report expresses an unqualified opinion on the component unit financia statements of Louisiana Housing Finance Agency. A reportable condition was found to exist during the audit of the financial statements See the finding nnder section B. This reportable condition is not a material weakness No instances of noncompliance material to the financial statements of the Louisiana ttousing Finance Agency were found during the audit. Reportable conditions were found to exist during the audit of the major federal award program. See findings 99-1 and 99-2 under Section C. These reportable conditions are not considered to be material weaknesses. The auditors' report on compliance for the major federal award programs for the Louisiana Housing Finance Agency expresses an unqualified opinion. Findings relative to the major federal award programs for the Louisiana Ilousing Finance Agency are reported in this schedule under Section C. The program tested as a major program was the tlOME Investment Partnership Program (HOME Program). The threshold for distinguishing Types A and B programs was program expenditures equal to or exceeding $365,000. 
9. The Louisiana tIousing Finance Agency was determined to be a low-risk auditee 



B. Findings - Financial Statement Audit 
Condition: 
Effect: 

There is a lack of reconciliation between the loan servicer's balances outstanding and the balances held in trust. 
This is a repeated condition from the previous audit. 
The accuracy and completeness of the information needed to effectively manage the loans is called into question. 

C. Findings and Questioned Costs - Major Federal Award Programs 
99-1 Criteria: 

Condition: 

OMB Circular A-87 states that salaries and benefits are an allowable cost provided that charges are supported by adequate documentation of time spent for a particular program. Documentation should include: 

2 
For employees working exclusively for one federal program - an annual signed certification that the particular employee worked exclusively on the applicable program. 
For employees working on various programs - salaries and benefits must be supported by personnel activity reports unless a statistical sampling system or other substitute system is approved by the cognizant federal agency. The Agency's charges of salaries and benefits to the HOME program are not supported by personnel activity reports and/or certifications of program exclusivity as is required by OMB Circular A-87. Effect: Personnel costs charged to the program are subject to being disallowed 



Recommendation: The Agency should obtain written approval from HUD of its other substitute system of charging salaries and benefits from HUD. In absence of this approval, all personnel charges to the HOME program should be supported by the documentation set forth in OMB Circular A87. 99-_~2 
Criteria: 

Condition: 

Effect: 

Although LHFA is under the 10% of allocation limitation for administrative fees charged to the HOME program as set forth in the HOME regulations, costs charged to the program must follow the cost principles of OMB Circular A-87. OMB Circular A-87 requires costs to be allocated to an entity's cost objectives (i.e., programs) in accordance with the relative benefits received. The Agency is reimbursed by HUD for its costs of administering the HOME program. The Agency captures these costs based upon charges that are considered to be direct costs of the program as well as an allocation of indirect and pro-rata costs spent on HOME program activities. The cost allocation plan was based primarily on an estimation of the percent of time employees spent performing duties of the HOME program. The cost allocation plan used by the Agency contained some questionable assumptions regarding the percent of time charged to the HOME program for certain individuals. As a result, the indirect costs allocated to the HOME program are overstated. 
Costs charged to the program and administrative fees collected by the Agency may be disallowed and may be returnable to HUD. ]'he total costs questioned are approximately $106,000. Recommendation: The Agency should readdress its cost allocation plan based on a more accurate assessment of time spent by personnel on HOME related program activities. 



LOUISIANA HOUSING FINANCE AGENCY SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

There are no prior year audit findings with regard to federal programs 

EXHIBIT E 



M. J. "MIKE" FOSTER, JR. GOVERNOFI V. JEAN BUTLER PRF Sff)[ N] 

~o,isimla 3{ousi,j Tinmwe ~qe, cy 

l,cgislativc Auditor P.O. Box 94397 Balon Rouge, I,A 7(!804-9397 

COIIRICCTIVE ACTION P1,AN Sel3tember 30, 1999 
200 LAFAYEll~ SIRFEI. SUM[ 300 BAION ROUGE, [ OUISIANA 70801 (504) 342-1320 FAX (504) 342-1310 

Ixmisiana I lousing l:illance Agency respectfully submits tile followillg corrective action plan tbr the year ended June 30. 1999. Name and address of independent public accounting firm Posllclhwaitc and NctlcFvillc 8550 Unitcd Plaza Blvd., Suitc 1001 Baton I,t.ouge, I,A 70809 Audit Period: July I, 1998-.1unc 30, 1999 The filldillgs fi'om lhe September 17, 1999 schcdulc oft]ridings and qucstioncd cosls are discussed below. The findings arc ntunbcrcd consistently with the im/nbcrs assigned in tile schedule. 
FINI)IN(;S - FINAN('IAL STATEMENT AUDIT I{I~;I~()I,UI'AI~I A;, CONI)ITIONS Whole Mortgage l,oans - Bond Programs 

Recommendation Action Taken 

Thcrc is a lack of reconciliation bctwccn tile loan scrviccr's balances outstandin~ and tile balances held in trllsI. 
"his is a repeated condition from the previous audit "1'11o Agency should reconcile tile InOl'tgagc loan balances fi'om thc trustcc's balances to the serviccr's balances and to lhe general ledger. Thc Agency has hired a mortgagc revenue bond acc(mnlant to bring accounling scrviccs indlouse and procedures arc in place as of this date to I)crform the reconciliation of the wholc loans on a monthly basis rctroaclivcly to July 1, 1999. 

An Equal Opportunity Employor 



FINI)|NGS AND QUESTIONED COSTS - Major Federal Award lh'ograms I IOM Ig Program 99-1 
_Condition 

Action Taken 

99-2 

I~.ccommendation 

The Agency's charges of salaries and bcnefits to the I IOMF, progranl are not supported by personnel activity reports and/or certifications of program exclusivity as is rcqtfired by OMB Circular A-87. 
The Agency should obtain written approval fi'om 1 ItJD of its other substitute system of charging salarics and benefits. In tim abscncc of their approval, a personnel chargcs to the IIOME program should be supported by the docmnenlalion set forth in OMB Circular A-87. The Agency ",viii obtain an annual signed certification fi'om those employees that veorkcd exclusively oll a program and for those cmployees working on various programs, personnel activity reports will be designed and completed at tim end of each quarter beginning l)eccmbcr 31, 1999. Once tile personnel activity rcporls are COlnpleted, tim Agency will work with I IUD to develop an allowable cost plan that is acceptable to I IUI). 
Tim Agency is reimbursed by t lUI) for its costs ofadminislcring the I IOM E program. The Agency captures lhcsc cosls based upon charges lhat are considered to be direct costs oflhe program as wcll as an allocation of indircct and pro-rata costs spent on I tOME program aclivilics. The cost allocalion plan was based primarily on an cslimalion ofthc percent of lime employees spcnt performing duties of the ttOMF program. The cost allocation plan used by tile Agency -,,,,as found to have unreasonable assumptions aboul tim percentage of time spent on Ihe IIOME program for ccrlain individuals. As a result, the I IOME prograln bears an incquilable portioll of the Iolal costs of all progralns of the Agency. The Agency should re-assess its cost allocalion plan based upon a more equitable distribution of program costs. Action Taken: Tim Agcncy has re-assessed its' cost allocation plan and accotmting personnel will continue to attend sen]inars and use other instructional incdia ill order to comply wit OMB Circular A-87. Sincerely 

V. Jean Butler President 


