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Pos|]ethwai|e & Net|erville A I'rqfe.~Monal A ccounthtg ('otporation CER] I~- IEI) PUBLIC ACCOUNTANTS 8550 UNITED PLAZA BLVD., SUIq E 1001 ~ BATON ROUGE, LOUISIANA 70809 ~ TELEPHONE (504) 922-4600 ~ FAX (504} 922 4611 INDEPENDENT AUDITORS' REPORT To the Board of Commissioners Louisiana ttousing Finalxce Agency Baton Rouge, Louisiana We have audiled tile accompanying financial statements of the Louisiana Housing Finance Agency's General Fund, a component unit of the Stale of Louisialm, as of June 30, 1998 and 1997. These financial statements are the responsibility of the Agency's mauagemenl. Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits in accordance with generally accepted auditing standards and the standards applicable to financial audits conlained in Government Audithtg Standards, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audits 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 presenlalion. We believe that our audits provide a reasonable basis for our opinion. As discussed in Note 2, the financial statements present only the Louisiana Housing Fiuance Agency's General Fund and arc not intended to present fairly the combined financial position, combined results of operations, or the combined cash flows of the Louisiana Housing Finance Agency's mortgage revenue bond programs in conformity with generally accepted accounting principles. In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of the Louisiana 1 tousing Finance Agency's General Fund as of June 30, 1998 and 1997, and the results ofils operations and its cash flows for the years then ended in conformity with generally accepted accounting principles. 
As discussed in Note 14, the Agency changed its method of accounting for investment securities during the year ended June 30, 1998, as required by the provisions of Statement No. 31 of the Governmental Accounting Standards Board. In accordance with Government Audithlg Standard% we have also issued a report dated September 22, on our consideration of the Louisiana Housing Finance Agency's internal control over financial reporting and our tests of its compliance with certain provisions of laws, regulations, contracts and grants. Our audit was conducted for the purpose of forming an opinion on the financial statements taken as a whole. The combined statement of operations for rental properties on page 18 is presented for purposes of additional analysis and is not a required part of the financial statements of the Louisiana Housing Finance Agency. Such information has been subjected to the 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. 
Baton Rouge, Louisiana Scptembcr 22, 1998 

DONALDSONVILLE ~ GONZALES * NEW ORi EANS * S'E FRANCISVILLE ASSOCIATED OFFICES IN PRINCIPAL CITIES OF THE UNITED STATES 



LOUISIANA HOUSING FINANCE AGENC~I 

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

BALANCE SHEETS JUNE 30. 1998 AND 1997 ASSETS 

PROPERTY AND EQUIPMENT (net of accumulated depreciation of $312,621 and $228,058, respectively) 
RESTRICTED ASSETS Cash and cash equivalenls Investments Mortgage loans receivable (net of reserve for credit losses of $8,307,086 and $7,968,340, respectively) Accrued interest receivable Rents receivable - rental property Property and equipment - rental property Other assets - rental property 
Total Assets 

The accompanying notes are an integral part of these statements -2- 

1998 997 
$ 2,282,415 $ 4,476,003 19,429,559 15,769,836 383,901 
679,186 71,298 63,770 685,615 

255.855 
195,594 69,683 66,979 562,135 

293.867 207.519 23,889,611 
4,129,838 542,115 33,659,032 2,551,030 19,509 2,042,453 14_001 42,957,978 

21.603.604 
2,614,825 514,500 30,811,898 1,630,819 16,391 87,787 197.190 35.873.410 

66.847.589 $ 57.477.014 



LIABILITIES AND FUND BALANCE 
ACCOUNTS PAYABLE AND ACCRUED LIABILITIES COMPENSATED ABSENCES PAYABLE DEFERRED INCOME 
RESTRICTED LIABILITIES Due to Govcnllnents Deferred income Tenant security deposits and accrued liabilities - rental property Accounts payable 
TOTAL LIABILITIES 
FUND BALANCE Rcstrictcd - Federal programs Restricted - rental property operations Unrcstrietcd 

Total Liabilities and Fund Balance 

-3- 

998 1997 
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 

$ 66.847.589 

188,124 50,977 1,647,227 1.886_328 
73,850 59.706 209,414 15.586 358.556 2.244.884 
33,349,233 2,165,621 19.717_276 55.232.130 

$ 57.477.014 



IANA HOUSING FINANCE AGEN 
ATEMENTS OF REVENUES, EXPENSES AND CHANGES IN FUND BALANCE R THE YEARS ENDED JUNE 30, 1998 AND 1997 

OPERATING REVENUES MRB program issuer fees Low mcomc housing tax credit program fees Commitmcnt and loan fcc income Compliance and application fees - Home Program1 Fcderal program administrative fees Other income I nvestnlellt Incolrle 
OPERATING EXPENSES Pcrsonuel services Supplies Travel Operating services Professional services Dcpreciation 
Ext'gss revenne over expenses from operation NON-OPERATING REVENUES (EXPENSES Miscellaneous income Restricted mortgage loan interest income Federal grant rcvcnue Federal grant funds passed through Homcbuycr assistance payments (HOME Program) Provision for loan losses Contributions to othcr housing authorities Nct income from rental property 
EXCESS OF REVENUES OVER EXPENS 

The accompanying notes are an integral part of these statements -4- 

1998 
916,584 478,700 302,882 191,552 1,054,555 33,556 1.482.929 4A60.758 
1,196,046 55,388 114,587 463,856 607,570 86,437 

Page 1 of 2 

997 
615,840 411,562 290,316 150,726 808,888 56,620 1,094,046 3,427,998 
881,491 47,124 96,575 435,729 703,366 50.282 2,523,884 2,214,567 1,936,874 1,213,431 

380,913 954,572 9,938,764 (2,054,816) (4,705,798) (338,746) (167,688) 1.484.845 5.492.046 
$ 7,428,920 

148,599 844,384 11,757,932 (2,510,908) (3,099,479) (793,665) 1.517.671 7.864.534 
$ 9.077,965 



LOUISIANA HOUSING FINANCE AGENC~ 
STATEMENTS OF REVENUES~ EXPENSES AND CHANGES 1N FUND BALANCE OR THE YEARS ENDED JUNE 30, 1998 AND 1997 

Page 2 of 2 

1998 1997 
FUND BALANCE - Beginning of year, as previously reported 55,136,783 $ 45,227,248 Adjustment for cffcct of a change in accounting principle for investments fUND BALANCE - beginning of 5,ear, as restated Net residual equity transfers to/from LHFA MRB programs FUND BALANCE - End of year 

The accompanying notes arc an integral part of these statements -5- 

95.347 55,232,130 1.519.776 
$ 64,180,826 

45.329.423 824.742 
$ 55.232.130 



LOUISIANA HOUSING FINANCE AGENCY 

CASH FLOWS FROM OPERATING ACTIVITIES Excess rcvenues over expenses from operations Adjustments to recollcilc excess revenues over expenses to net cash provided by operating activities: Depreciation Net change in unrealized gain or loss on investments Change m accrued interest receivable Change in due from governments Change in due from MRB programs Change in accounts payable Change in compensatcd absences payable Changc in deferred income Change in other asscls Mortgage loans purchased (federal grants) Collections of mortgage loans Net cash used m operating activities 
CASII FLOWS FROM NONCAPITAL FINANCING ACTIVITIES: Net residual equity transfers from LFHA MRB programs Receipts from federal granls Disbursements of federal grants not capitalized Disbursements to other housing authorities OOler non-operating income Net cash provided by noncapital financing activities 
CASIi FLOWS FROM INVESTING ACTIVITIES Investments purchased Investments redeemed Net cash from rental property Net cash used in investing aclivitics 
CASll FLOWS FROM CAPITAL FINANCING ACTIVITIES Purchasc of fixed assets 
The accompanying notes arc an intcgral part of these statements -6- 

Page 1 of 2 
1998 1997 
$ 1,936,874 $ 1,213,431 
86,437 (13,846) (128,096) 26,236 (123,480) (22,762) 34,118 (273,935) (17,896) (3,663,721) 509.428 

50,282 6,861 (45,415) 235,496 (124,029) (208,022) (8,640) 27,566 218,045 (6,047,412) 55,518 (I,650,643) (4,626,319) 
1,519,776 9,622,683 (6,760,614) (167,488) 383.506 4.597_863 
(26,784,816) 23,138,939 192.687 

824,742 11,696,332 (5,610,387) 
6,910,687 
(24,601,529) 22,797,169 1.523.246 (3,453,190) (281,114) 

(172,785) (122,965) 



LOUISIANA HOUSING FINANCE AGENCY Page 2 of 2 

1998 1997 
NET INCREASE (DECREASE) 1N CASH AND CASH EQUIVALENTS $ (678,755) $ 1,880,289 CASH AND CASH EQUIVALENTS, beginning of 5'car CASH AND CASH EQUIVALENTS, end of year 
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION Cash paid during'the 3,ear for interest 

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

7,090,828 5,210,539 $ 6,412,073 $ 7.090.828 

$ 



LOUISIANA HOUSING FINANCE AGENCY 
1. Organization of the A~enev 

NOTES TO FINANCIAL STATEMENTS 
The 1,ouisiana Housing 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 Tille 40 of the Louisiana Revised Statutes of 1950, as amended. The initial enacling legislation and subsequent amendmcnls 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 moderale incomes by issuing evidence of indebtedness to obtain funds for accomplishing its aulhorized 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 In conduct the operations of the programs it initiates. For the programs it initiates, the Agency utilizes mortgage lenders in the Stale of Louisiana to originate and service mortgage and construction loans acquired under its single family and mnltifamily programs. The Agency also utilizes various banking institutions to serve as trustee for each of its bond programs and such trustee banks have lhe fiduciary responsibility for the custody and investment of program funds. 2. Sivnificant Accounline Policies 
a. Basis ofaecountinl~ and re~ortin~ The Agency complies with Generally Aeeepted Accounting Principles (GAAP). The Agency applies all relevant Governmental Accounting Standards Board (GASB) pronouncements. As the Agency's general fund and its mortgage revenue bond programs are considered to be proprietary funds, the Agency also applies Financial Accounting Standards 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 crileria for delermining the governmental reporting entity and has defined the governmental reporting entity to be the Slate 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 Stale 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 the activity contained in the accompanying financial statements. 
Annually, the State of Louisiana issues general purpose financial statements which include the activity contained in the accompanying financial slatemenls. The general purpose financial statemenls are issued by the Louisiana Division of Administralion-Office of Statewicle Reporting and Accounting Policy and audited by the Louisiana Legislative Auditor. 

-8- 



LOUISIANA H OUSING FINANCE AGENCY 
NOTES TO FINANCIAL STATEMENTS 

2. Significant Aecountinp Policies (continued) a. Basis ofaecountinlz and rel~ortine (continued) 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 proprietary fimds are generally those applicable to similar businesses in the private sector (accrual basis accounting). Under tile accrual basis of accounting, revenues are recognized ill the accounting period in which they were earned and expenses are recoguized in the period incurred. Significant accounting policies consistenlly followed by the Agency in preparing its financial statements include: b. Fund Accou~in~ General Fund - This fund provides for the accounting of general and administrative expenses of tile Ageucy, ally allowable tmusfers from other funds, investment interest income, and various types of fees and federal programs trausactions. Fuuds transferred from the Agency's programs are generally uurestricted and may be utilized for any lawful purpose of the Agency. The following sub-funds of the General Fund have been combined with the General Fund for financial reporting Housing Assistance - This fund accounts for the pass-through federal flmds of the Section 8 llousing Assistance Payments Program, which the Agency administers on behalf of the U.S. I)epartment of Housing and Urban Development. ., Rental Properties - This fund provides the accounting of the operations of low income multifamily projects which arc owned by the Agency. 
c. .Loan fees Loan fees arc deferred and amortized using a method that approximates the interest method over the 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 originaled, deferred fees (on a pro-rata share of unfunded morlgage loans) are recognized immediately as revenue. 
d. Investments During the year ended June 30, 1998, the Agency adopted Governmental Accounting Standards Board Statement 31, "Accounting and Financial Reporting for Certain Investments and External Investment Pools" which requires certain types of investment securities to be 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 ill fair value of such securities is recognized as revenue as a component of investment income. (See Note 14) 



LOUISIANA HOUSING FINANCE AGENCY 
NOTES TO FINANCIAL STATEMENTS 

2. Sipnificant Accountin~ Policies e. 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 off are added to the allowance. Fixed Assets The Agency's major classes of fixed assets consist of equipment and automobiles. These assets are recorded at cost less accumulated depreciation and depreciated over their estimated useful lives using the straight-line method. 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 amounts 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 and Investments For reporting purposcs, cash and cash equivalents include cash on hand, financial institution deposits and all highly liquid investments with an original maturity of three months or less. Cash and cash equivalents are slated at cost, which approximates market value. Under state law the Louisiana Housing Finance Agency may deposit fimds w'ithin a fiscal agent bank selected and designated hy 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 savings and loan associations and savings banks and in share accounts and share certificate amounts of federally or state chartered credit unions. 



LOUISIANA HOUSING FINANCE AGENCY NOTES TO FINANCIAL STATEMENTS 
3. Cash and Investments (conthmed) 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. The Louisiana I lousing Finance Agency had cash and cash equivalents totaling $6,412,253 and $7,090,828 at June 30, 1998 and 1997 which included bank deposits of $1,802,856 and $1,743,408, respectively. Under state law, these deposils must be secured by federal deposit insurance or the pledge of securities owned by the fiscal agenl 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 (including $200,000 of certificates of deposit classified as investments) were secured as follows: 
Carrying amount 1998 1997 $ 1,743,408 Bank Balances: Insured (FDIC) or collateralized with securities held by the entity or its agent in the entity's name $ 300,000 $ 300,000 Collateralizcd with securities held by pledging financial institution or its trust department or agent in the entity's name 1,884,204 1,807,146 Uncollatcralized, including any securities held for the entity bul not in the entily's name Total Bank Balances 304 526 $ 2,184,204 $ 2,411,672 lnvestmenl securities which are classified as cash and cash equivalents of $4,609,397 and $6,043,159 at June 30, 1998 and 1997 primarily consist of shorl-term U.S. Government Securities held by various trust accounts owned by the Agency. 
At Jane 30, 1998 and 1997, investments of $19,971,674 and $16,284,336, respectively, consisted of U. S. Treasury bills and notes, FNMA securities and certificates of deposit. The U.S. Treasury Bills and notes and FNMA securities are carried at fair value as required by GASB 31, "Accounting and Financial Reporting for Certain hn,estments and External lnvestnwnt Pools ". Certificates of deposit are carried at amortized cost, which approximates fair value. The changes in unrealized gains or losses on investment securities carried at fair value for 1998 and 1997 were $13,846 and ($6,861), respeclively, and are included as a component of investment income. The U.S. Treasury and FNMA 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 and cash equivalents ranged from 4.0% to 8.0% at June 30, 1998. 



4. Notes and Bonds Payable 
LOUISIANA ttOUSING FINANCE AGENCY NOTES TO FINANCIAL STATEMENTS 

The Agency issues revenue bonds to assist in the financing of housing needs in the state of Louisiana. The bonds arc limited obligations of the Agency, payable only from the income, revenues and receipts derived from the morlgage 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 Slate of Louisiana, any municipality or ally other of the political subdivisions 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-six bond programs totaling approximately $633,877 million at June 30, 1998. Issues that were outstanding at June 30, 1998 include: 
Bond Issue 1988A Single Family 1989 Single Family 1990 Single Family 1990B Single Family 1992 Single Family 1992A/B Single Family 1992A 1/I31 Single Family 1992A2/B2 Single Family 1994B Single Family 1995A I/A2 Single Family 1995C 1 C2 Single Family 1996B I'B4 Single Family 1996D1 -D4Single Family 1997A1-A3 Single Family 1997B I'B3 Siagle Family 1997C I'C2 Single Family 1998A1-A3 Single Family 1988A Muhifamily 1988B Muhifamily 1988 K.C. Multifamily 1988 P.tt. Multifamily 1989 T.A. Multifamily 1990 W.V. Multifamily 

Interest Date Maturity Rate Issued Dates 6.5-8.3% 12/01/88 7.6% 12/01/89 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% 04/01/95 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 4.10-6,42% 05/01/98 3.3% 03/31/88 3.3% 04/11/88 9.0% 06/13/88 6.8-8.0% 12/01/88 5.4% 09/01/89 7.8% 04/01/90 

-12- 

Various 12/01/29 09/01/23 09/01/23 Various Various Various Various Various Various Various Various Various Various Various Various Various Various Various 08/01/13 Various 07/01/10 Various 

Amount Retired Outstanding Issued to Date at 6/30/98 $ 93,750 100,000 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 49,708 7,430 10,655 850 1,250 450 3,745 

61,115) $ 13,300) 60,261) 25,550) 4,819) 745) 2,770) 2,660) 2,057) 20,199) 7,469) 1,384) 33,505) 54,266) 10) 
310) 400) 160) 50) 93) 185) 

32,635 86,700 35,739 1,950 4,828 4,255 12,230 12,340 8,424 17,815 46,254 35,101 33,900 31,584 45,133 46,046 49,708 7,120 10,255 690 1,200 357 3,560 



4. Notes and Bonds Payable 
Bond Issue 

LOUISIANA HOUSING FINANCE AGENCY NOTES TO FINANCIAL STATEMENTS 
(continued) 

1991 W.V.II Multifamily 1991A&B Multifamily 1992 N.O. Multi family 1992 E.P. Mull[family 1994 S.J.M. Multifamily 1993A&B Mullifamily 1993 T.T. Mullifarnily 1993 V.M. Muhifamily 1995A&B L.A.W. Multi family 1995A S.D.A.L. MultifamBy 1995 A.L.F. Multifamily 1997 M.S. Multifamily 1998A Multifamily 
5. Federal Financial Assistance 
Section 8 Program 

In Thousand Interest Date Maturity Amount Retired Outstanding Rate issued Dates Issued to Date at 6/30/98 7.6-8.0% 5.5-8.5% 5.0-10.0% 5.5-7.1% 7.8% 4.4-6.2% 4.5-6.3% 7.1% 

01/01/91 12/01/91 03/01/92 07/01/92 06/01/94 05/01/93 12/01/93 07/20/93 4.0-9.8% 04/01/95 5.8-7.0% 03/01/95 9% 03131/95 5.25-6.5% 03/01/97 7.125-9.0% 02/01/98 

Various Various Various Various Various Various Various Various 

3,715 ($ 9,700 ( 19,700 ( 3,678 ( 3,227 ( 10,090 ( 7,817 ( 3,376 ( Various 13,490 Various 8,488 03/01/25 19,045 Various 6,078 01/01/28 9,503 937,040 

90) 845) 2,201) 184) 84) 480) 174) 38) 6,762) 77) 779) I4I) ($ 303,163) 

3,625 8,855 17,499 3,494 3,i43 9,610 7,643 3,338 6,729 8,411 18,266 5,937 _ 9,503 $ 633,877 

lrt conueetio~ with, the Series 1991 A&B Multifamily Mortgage Revenue Bond Programs, the Agency entered into a Housing Assislance Program (HAP) conlract with the Department of Housing and Urban Devclopmeul OIUD) as authorized under Section 8 of the United States Housing Act of 1937, as amended. Under tile contract, the Agency serves as an agent for ltUD by distributing HAP funds to the housing project owners. The Agency receives an administralive fee and is reimbursed for certain expenses by HUD for providing this service. These fees totaled approximately $59,000 for the years ending June 30, 1998 and 1997. HAP funds distributed totaled $1,990,088 and $2,116,080 for the years ended June 30, 1998 and 1997, respectively. 



LOUISIANA HOUSING FINANCE AGENCY 
5. Federal Financial Assistance tlOME Program 

NOTES TO FINANCIAL STATEMENTS 
(continued) 

The Agency has also entered into a partnership agreement on behalf of the State of Louisiana with HUD under the ltOME Investment Partnership Program as authorized by Title 11 of the National Affordable Housing Act. Under the agreement, the Agency administers and distributes funding to be used for a variety of low income housing aclivitics. These activities and the form of funding provided are as follows: Activity Fullding Form a) Rehabilitation and new constructiou 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 (CIIDO's) d) Ilomebuyer assistance Low interest, non interest bearing loans and grants. The Agency disbursed a total of $9,489,235 and $9,486,200 in connection with the ttOME Program during 1998 and 1997, respectively. The Agency recognized $1,054,555 and $808,888 in administrative fee revenue under this program for 1998 and 1997, respectively. Board of Commissioners Exoenses The appointed members of the Agency's Board of Commissioners receive a per diem payment for meetings attended and services rendered, and are also reimbmsed for their actual expenses incurred in the performance of their duties as Commissiol~ers. For the year ended June 30, 1998, the following per diem payments were made to the members of the Agency's Board and are included in general and administrative expenses: Robert Austin David Bell William Bisland, Jr. Larry Caldwell Lloyd Cockerham Michael Domingue Eleria tlunter Debra White Lockwood Louis C. McKnight, 111 Phillip Miller Gregory Monier Albert S. Pappalardo W. E. Tucker. Jr. 

$ 450 100 50 100 400 400 500 600 700 500 450 500 600 $ 5,35_0 



7. Retiremen! Benefits 
LOUISIANA HOUSING FINANCE AGENCY NOTES TO FINANCIAL STATEMENTS 

Substantially all of the employees of the agency belong to the Louisiana State Employees' Retirement System, a single employer, defined benefit pension plan. The System is a statewide public employee retirement systea/and is available to all eligible employees. The System publishes annual financial reports which include detailed historical, financial, and actuarial information. The Agency contributed approximately $116,000 and $84,500 to the system during 1998 and 1997, respectively. 8. Fixed Assets A summary of changes in fixed assets is as follows 
Fixed assets (cost) Accumulated depreciation 
9. Commitments and Contineencies 

Balance June 3(I, 1997 Additions Deletions 
$ 435,577 2_28,058) $ 207,519 

$ 172,785 (86,437) ($ 1,873) 1,873 
Balallee June 30. 1998 
$ 606,489 (312,622) 293 867 

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, the 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 Agency amended the lease to alter the terms to a month-to-month basis. The Agency will be required to give thirty days notice prior to ending the lease. Rent expense to the Agency for the years euded June 30, 1998 and 1997 totaled $60,000 
Subsequent to year end, the Agency purchased land for $697,016. The Agency intends to construct a new building on this land to be used as an operating location. Plans are currently being designed by architects, however, no contract has been executed for construction. 

-15- 



LOUISIANA HOUSING FINANCE AGENCY 
10. HUD l)is~osition Properties 

NOTES TO FINANCIAL STATEMENTS 
The Agency is the owner of five low income multifamily rental properties. These properties were purchased from tile U.S. Department of Housing and Urban Development tHUD) at a cost of $1 each. Included in the tenant population are Section 8 qualified persons for which the Agency receives housing assistance payments. As owner of these properties, the Agency assumes all rights and responsibilities with regard to rents, maintenance and compliance with federal regulations. As mentioned in Note 2, these rental properties' assets, liabilities and activity are accounted for in separate funds but are combined with tile Agency's General Fund in the accompanying financial statements. Assets and liabilities of the properties are considered to be restricted and the net income to be non operating revenue to the Agency. As of Jtme 30, 1998, the Agency had sales agreements pending for all of the HUD Disposition properties 
Restricted Loans As part of its ItOME program, the Agency makes loans to qualified low income single family homebuyers and to developers of low income muhifamily projects. These loans are issued as a supplement to primary financing which is obtaincd from sources outside of the Agency. The loans are collateralized by a second mortgage on the property and payments on these loans are deferred until the time that the primary loan is paid out. Additionally, these loans are uninsured. The loan portfolio at June 30 is as follows: 
Multifamily Mortgage Loans Single Family Mortgage Loans 
Reserve forloanlosses 

Interest 1998 1997 Rate 
29,114,884 $ 25,689,455 1%-6% 12,851,234 13,090,783 
~ (8,307,086) ( 7,968~340) $ 331659~032 $ 30~811~898 

Non-interest bearing 

The Agency has restricted tile repayments of these loans to funding future lending programs and as such, principa and interest on these loans is included in restricted assets. The increase in the reserve for loan losses was a result of a charge of $338,746 to the provision for loan losses account in fiscal 1998. 12. 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 issued among entities with a common ownership. -16- 



13. Risk Mana~,ement 
LOUISIANA HOUSING FINANCE AGENCY NOTES TO FINANCIAL STATEMENTS 

The Agency is exposed 1o 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. 14. Restatement of Fund Balance During fiscal 1998, the Agency adopted GASB 31, "Accounting and Financial Reporting for Certain Investments and External Investment Pools". In accordance with GASB 31, certain types of investments, including debt securities, arc required to be carried at fair value. As required by GASB 31, the Agency has retroactively applied the provisions of this statement by restating fund balance as of June 30, 1996 and 1997. 
The increase of $102,175 and $95~347 to fund balance at June 30, 1996 and 1997, respectively, was the effect of the fair value of investments held at June 30, 1996 and 1997, versus their cost. The effect of GASB 31 on excess of revenues over expenses as of June 30, 1997 was a decrease of $6,828. 

-17- 
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EXI|IBIT A REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN A CCORDANCE WITH GOVERNMENT A UDIT1NG STANDARDS 
To the Board of Commissioners Louisiana Housing 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, 1998, and have issued our report thereon dated September 22, 1998. We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. 
Compliance As part of obtaining reasonable assurance about whether the Louisiana Housing Finance Agency's financial statements arc free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grants, noncompliance with which could have a direct and material effect on the determination of financial statemem anmunts. However, providing an opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance that are required to be reported under Government Auditing Standards'. nternal Control Over Financial Renortin~ In planning and performing our audit, we considered the Louisiana ltousing 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 lhe internal control over financial reporting. However, we noted certain matters involving the internal control over financial reporting 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 financial reporting that, in our judgment, could adversely affect the l,ouisiana Housing Finance Agency's ability to record, process, summarize and report 

DONALDSONVILLE * GONZALES * NEW ORLEANS ~ ST. FRANCISVILLE ASSOCIATED OFFICES IN PRINCIPAL CITIES OF THE UNITED STATES 



financial data consistent with the assertions of management in the financial statements. Reportable conditions are described in the aecompanying 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 lhat would be material in relation to the financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. 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, wou'~d not necessarily disclose a~l repro"table conditions 1hal are also considered lo be maleriai weaknesses. However, we believe none of the reportable conditions described above is a material weakness. This report is intended for the information of the board of commissioners, management and federal awarding agencies. However, this report is a matter of public record and its distribution is not limitcd. 
i/v~  

Baton P, ouge, Louisiana Seplcmber 22, 1998 
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EXHIBIT B REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE 1N ACCORDANCE WITH OMB CIRCULAR A-133 

To the Board of Commissioners Louisiana ltousing 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 Supph, ment that are applicable to each of its major federal progranas for the year ended June 30, 1998. The Louisiana Housing Finance Agency's major federal programs arc 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 each of its major federal programs is the responsibility of the Louisiana Housing Finance Agency's management. Our responsibility is to express an opinion on the Louisiana ttousing 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, andNon-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 on the Louisiana Housing Finance Agency's compliance with those requirements. 
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In our opinion, the Louisiana Housing Finance Agency complied, in all material respects, with the requirements referred to above that are applicable to each of its major federal programs for the year ended June 30, 1998. erna] Control Over Conmliance The management of the Louisiana 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 Louisiana Housing Finance Agency's internal control over compliance with lequirements 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 les! and report on internal control over compliance in accordance with OMB Circular A-133. Our consideration of the internal control over compliance would not necessarily disclose all matters in the internal control that might be material weaknesses. 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 could 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. We noted no matters involving the internal control over compliance and its operation that we consider to be material weaknesses. 
Schedule of Ext~cnditures of Federal Awards We have audited the financial statements of the Louisiana }lousing Finance Agency as of and for the year ended June 30, 1998, and have issued our report thereon dated September 22, 1998. 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 board of commissioners, management and federal awarding agencies, ltowever, this report is a matter of public record and its distribution is not limited. 

Baton Rouge, l.ouisiana September 22, 1998 



Federal Grantor Pass-Through Grantor Program Title 

LOUISIANA HOUSING FINANCE AGENCY 
EXHIBIT C 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS FOR THE YEAR ENDED JUNE 30. 1998 

U. S. Department oftlUI) 
Section 8 Program A 
1 tome Investment Partnerships Program 

Sec accompanying notes to schedule of expenditures of federal awards 

Federal CFDA .Number Expenditures 

14.182 $ 2,352,155 
14.239 9,489,235 $ 11,841,390 



LOUISIANA HOUSING FINANCE AGENCY NOTES TO SCttEDULE OF EXPENDITURES OF FEDERAL AWARDS FOR TIlE YEAR ENDED JUNE 30. 1998 
NOTE A - BASIS OF PRESENTATION 
The accompanying schedule of expenditures of federal awards includes the federal grant activity of the l.ouisiana llousing Finance Agency and is presented on the 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 amounts presented in this schedule may differ from amounts presented in, or used in the preparation of, the basic financial statements. 
NOTE B - SUBRECIPIENTS The I.ouisiana I lousing Finance Agency provided federal awards to subrecipients as follows 
Pro~ran3Titlc 
tIOME Investment Partnership Programs 
NOTE C - PROGRAM INCOME 

Federal CFDA Number 
14.239 

Provided $81,127 
In accordance with terms of the grant, program income totaling $509,428 was used to reduce the amount of federal funds drawn in order to fund various single family and multi-fmnily projects. The program income was comprised of ItOME Program mortgage loan collections. The expenditure of the program income is included in the accompanying schedule of expenditures of federal awards. 



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

4 

EXHIBIT D 

The auditors' report expresses an unqualified opinion on the component unit financia statements of Louisiana Housing Finance Agency. A reportable condition was disclosed during the audit &the financial statements. See the finding under section B. ]'his reportable condition is not a material weakness. No instances of noncompliance material to the financial statements of the Louisiana llousing Finance Agency were disclosed during the audit. There were 71o reportable conditions disclosed during the audit of the major federal award programs. 
The auditors' report on compliance for the major federal award programs for the l.ouisiana Housing Finance Agency expresses an unqualified opinion. There were no findings relative to the major federal award programs for lhe Louisiana Housing Finance Agency. The program lested as a major program was the HOME Investment Partnership Program (HOME Program). The threshold for distinguishing Types A mad B programs was program expenditures equal to or exceeding $305,000. 

9. The Louisiana Housing Finance Agency was determined to be a low-risk auditee 



B. Findings -- Financial Statement Audit 
Condition: 

Effecl 

The Agency is not maintaining an accurate and up-to-date detail of the whole mortgage loans of the 1995 C Program and the 1998AIA3 program (formerly 1984) with regards to current balances, delinquency status and foreclosure status. 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. 

('. Findings and Questioned Costs - Major Federal Award Programs None 



LOUISIANA HOUSING FINANCE AGENCY SUMMARY SCItEDULE OF PRIOR AUDIT FINDINGS 

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

EXHIBIT E 
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September 22, 1998 
l,egislative Auditor 
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(;ORRECTIVE ACTION PI,AN 
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l,ouisiana I lousing Finance Agency respectfully submits the following corrective action plan for the year ended June 30, 1998. 
The findings fl'om lhe June 30, 1998 findings and questioned costs are discussed below. The findings arc numbered consistently with the numbers assigned in the schedule. 
FINI)INGS - FINANCIAL STATEMENT AUDIT 
I~,FI~ORTABI~E CONDITIONS Whole Mortgage loans - Bond Programs 

The Agency is not maintaining ma accurate and up-to-date detail of the whole mortgage loans of the 1995 C Program and the 1998AIA3 progrmn (ffmnerly 1984) with regards to current balances, delinquency status and foreclosure status. 
t~,ecommendation: The Agency or its designee should reconcile the mortgage loan balances from the trustec's balances to the servicer's balances, and to the general ledger. 

An Equal Opportunity Employer 



Response: The Agency's ability to monitor and reconcile loan scrvicer's lrial balances to existing general ledger is hampered by both lhe lack of personnel in the accounting area and the untimeliness of general ledgers from outside processors. The Agency has addressed this problem by initiating a reorganization of the accounling department to add a section responsible for mortgage revenue bond accounting; and, the Agency is in the process of bringing accounting services in- house to enhance its ability to monitor and reconcile the loan scrviccr's balanccs outstanding. In the interim the lrusl stalcmenls will be comparcd to the loan scrvicer's trials to insure that the trustee is posting collections to lhe trust statements. 


