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To the Board of Commissioners Louisiana Housing Finance Agency Baton Rouge, Louisiana 

INDEPENDENT AUI)ITORS' REPORT 

We have audited the accompanying financial statements of the Louisiana Housing Finance Agency's General Fund a component trait of the State of Louisiana, as of June 30, 1997 and 1996. These financial statements are the respons~bilit3 of the Agency's management, 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 contained in Government Auditing Standards, issued by the Comptroller General of the United States. Those starhdards require that we plan and perform the audits to obtain reasonable assurance about whether the financial statements are fiec of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonabJc basis for our opinion. In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of the Louisiana Housing Finance Agency's General Fund as of June 30, 1997 and 1996, and the results of its operations and iL~ cash flows for the years then ended in conformity with generally accepted accounting principles. As discussed in Note 2, the financial statements present only the Louisiana Housing Finance Agency's General Ftmd and ale 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 aceot,tling principles. In accordance with Government Auditing Standards, we have also issued a report dated September 17, 1997, on our consideration of the Louisiana Housing Finance Agency's internal control over financial reporting and our tcst~ of ~ts compliance with certain provisiuns 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 co~*~bined statement of operatinns on page 16 is presented for purposes of additional analysis and is not a required part of the financial statemolts of the Louisiana Housing Finance Agency. Such information has been subjected to the auditing procedures ap1~hed in the audit of the financial statements and, in our opinion, is fairly preseBted in all material respects in relation to the financial statements taken as a whole. 
Baton Rouge, Louisiana September l 7, 1997 
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LOUISIANA HOUSING FINANCE AGENCY 

CASH AND CASH EQUIVALENTS INVESTIVIENTS ACCRUED INTEREST RECEIVABLE DUE FROM GOVERNMENTS RECEIVABLES OTHER ASSETS DUE FROM MRB PROGRAMS 

BALANCESHEETS 1JNE30.1997ANDI996 
A__S_S ~;.T S_ 

PROPERTY AND EQUIPMENT (net of accumulated depreciation of $228,058 and $177,776, respectively) 
RESTRICTED ASSETS Cash and cash equivalents Investments Mortgage loans receivable (net of reserve for credit losses of $7,968,340 and $7,174,675, 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 financial statements -2.. 

1997 1996 
$ 4,476,003 $ 4,149,1( 15,674,489 14,391,489 255,855 195,594 69,683 66,979 562,135 
207 5!9 21,50~2~2~57 

210,44(I 431,090 100,929 70,156 438,04(I 
134.836 19.926A4 

2,614,825 1,061,378 514,500 30,811,898 1,630,819 16,391 87,787 197,190 35.873.410 
25,613,669 814,516 217,110 23,914 15.000 ~_27,745,587 

L57.381~667 $47,671,728 



ACCOUNTS PAYABLE AND ACCRUED LIABILITIES COMPENSATED ABSENCES PAYABLE DEFERRED INCOME 
RESTRICTED LIABILITIES 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 Unre,;tricted 

Total Liabilities and Fund Balance 

D F 
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1997 1996 
188,124 $ 50,977 __~7,227 __ 1,886,328 
73,850 59,706 209,414 ____15,586 358,556 

396,146 59,617 1,623,88(! 2,079,(~3 
135,450 55,487 158,314 15,586 364 837 __ 2,244,884 24~44~480 

33,349,233 2,165,621 19,621,929 55,136,783 
26,541,360 659,118 18,026,77Q 45~248 

_~57~3_8!~667 ~ 47.67L728 



P Personnel services Supplies Travel Operating services Professional services Depreciation 
Excess revenue over expenses from operations )N-OPERATING REVENJ3ES k'EXPENSE Miscellaneous income Interest income on restricted assets Federal grant revenue Federal grant funds passed through to subrecipients Homebuyer assistance payments Provision for loan losses Net incxmle from rental property 
EXCESS OF REVENUES OVER EXPENSES FUND BALANCE -. Beginning ofyear Net residual equity transfers to/from LHFA MRB programs 
FUND BALANCE - End of year 
The aec~ompanying notes arc an integral part of these financial statements 
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881,491 47;124 96,575 435,729 703,366 I__50~2E28~ __ 2,2~7 
734,33? 40,752 72,588 665,097 1,002,59~, 52.641 __ 2 568j0t} __. 1,220259 __ 1,54Z9) 

148,599 844,384 11,757,932 ( 2,510,908) ( 3,099,479) ( 793,665) 1,517L~671 7,864~534 

332,63~; 596,4(14 16,970,g5~ ( 3,080,38~;) ( 3,079,632 1,363~134 13,103.QI 5 9,084,793 14,650,95 45,227,248 25,779,66( 824 742 $ =55~5 ] 36~7~3 _ 4,7_9_(,,617 ~ 45.227,24~ 



ISIANA HOU STATEMENTS _O_F CASH FLOWS YEARS ENDED JUNE 30. 1997 AND 1996 
PERATING A Excess revenues over expenses from operations Adjustments to reconcile excess revenues over expenses to net cash provided by operating activities: Depreciation Change in accrued interest receivable Change in due fi'om governments Change in due from MRB programs Change in accounts payable Change in compensated absences payable Change in due to govenunents Change in deferred income Change in other assets Mortgage loans purchased (federal grants) Collections of mortgage loans Net cash used in operating activities L FINANCING ACTIVIT. Net residual equiW transfers from LFHA MRB programs Receipts from federal grants Disbursements of federal grants not capitalized Net cash provided by noncapital financing activities H FLOWS FROM INVESTIN Investments purchased Investments redeemed Net cash from rental properly Net cash (used in) provided by investing activities 

CASH FLOWS FROM CAPITAL FI Purchase of fixed assets 

The accompanying notes are my integral part of these financial statements 
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__ 1397 _ 1996 
$ 1,220,259 $ 1,547,956 
50,282 45,415) 235,496 124,029) 2(18,022) 8,640) 61,600) 27,566 211,217 6,047,412) ___55.518 ( 4,694,7~_780J 
824,742 11,757,932 L 5,610,387) _~6 972287 
(24,594,668) 22,7!)7,169 _~L}_1523,246 L 274.A,2~253} 

52,641 104,186) 64,976 281,212) 260,327~ 9,080 565,192:, 447,255~ 14,786 13,784,043) 
4,796,617 16,970,858 L3,080,~S 18.687.087 
( 38,367,821 32,631,882 __ 1,221,949 ~._ 4,513,990 

L_~1229~fi565) [__ l 0 ~ 7_9 



The accompanying notes are an integral part of these financial statements. 
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I. Organization oftheAeenc'~ 
LOUISIANA HOUSING FINANCE AGENCY NOTES TO FINANCIAl. STATEMENTS 

The Louisiana l-lousing Finance Agency (the Agency) is a political subdivision and instrumentality of the Stoic of Louisiana established in 1980 pursuant to the Louisieam Housing Finance Act contained in Chapter 3-A of Title 40 (,f O~c Louisiana Revised Statutes of 1950, as amended. The initial enacting legislation and subsequent amendments grm,t 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 evidence of indebtedness to obtain funds for accomplislm,~, its authorized public functions. 
In accordance with the above legislation, the powers of the Agency are vested in a Board of Commissioners ~tuch is empowered to contract with outside parties to conduct the operations of the programs it initiates. For the programs it initiates, the Agency utilizes mortgage lenders in the Slate of Louisiana to originate and service mortgage and co~r~tructJoJ~ 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 respousibility for the cuqod3 and investment of program funds. 2 Significant Aceountin~ Policie a. Basis ofaccountina and ret)ortin~ The Agency complies with Generally Accepted Accounting Principles (GAAP). The Agency applies all lcl,:vant Governmental Accotmthlg Standards Board (GASB) pronouncements. As the Agency's general fund and its moltga~,e revenue bond progTanas are considered to be proprietary funds, the Agency also applies Financial Accou~m,v Standards Board (FASB) pronouncements and Aceounting Principles Board (APB) opinions issued on or before November 30, 1989, unless those pronouncements conflict with or contradict GASB pronouncements, in which ~ axe. GASB prevails. The following is a summary of file Agency's significant policies. 
The Louisiana Housing Finance Agency prepares its financial statements in accordance with the standards established by the GASB. GASB Codification Section 2100 establishes criteria for detemlining the govenunental reporting critic5 and has defined the govenunental reporting entity to be the State of Louisiana. The accompanying statements prcscnt ordy transactions offlae Lx~uisiana Housing Finance Agency's General Fund, determined to be a component urnl 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 qhc Agency's General Fund, as well as its Mortgage Revenue Bond Programs, are considered to be proprietary t31~e hinds, as discussed below. Annually, the Louisiana Housing Finance Agency issues combined financial statements which include the act~x it) contained in the aceompanying financial statements. Annually, the State of Louisiana issues general purpose financial statements which include the activity contained ir~ the accompanying financial statements. The general purpose financial statements are issued by the Louisiana 1)i\ islnn of Administration-Office of Statewide Reporting and Accounting Policy and audited by the Louisiana Le~,islativc Auditor. 
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2. Sienificant Aeeountine Policies 
LOUISIANA HOUSING FINANCE AGENCY NOTES TO FINANCIAL STATEMENTS 
(continued) a. Basis of accountint,, and reoortin~, (continued) The Funds of the Agency arc proprietary fund types. Proprietary funds are used to aecount for govenmlental actw l(ics that are similar to those found in the private sector where the determination of net income is necessary or tL~chJ~ for sound financial administration. The generally accepted accounting principles ("GAAP") used for proprietary fund~ are generally those applicable to similar businesses in the private sector (accrual basis accounting). Under the a~crual basis of accounting, revenues are recognized in the accounting period in which they were earned and expenses are recognized in the period incurred. Significant accounting policies consistently followed by the Agency in pret,ar mg its financial stalemenls include: b. Fund Accounting General Fund - This fund provides for the accounting of general and administrative expenses of the Agencs. an?, allowable transfers from other funds, investment interest income, and various types of fees. Funds transfencd flora the Agency's programs are generally unrestricted and may be utilized for any lawful purpose of the Agency 7he General Fmld also accounts for the administration and pass through transactions of the federal programs administered by the Agency. (See Note 5) The Agency owns five low income multifamily rental properties. The activity ot these properties are also accounted for in the General Fund. c. Loan fees [,oan fees are deferTed and an~ortized using a method that approximates the interest method over file contractt~al lift of the related loans, except for single family fixed-rate mortgage loans. Due to anticipated prepa)ancnts, fixed-rate single family loans (gcnerally made for a cxmtractua130-year tenn) are amortized over an estimated 12-year econonuc life. In the event an extraordinary mandatory redemplion occurs due to mortgage loans not being originated, deferred fees (on a pro-rata share of unfunded mortgage loans) are recognized immediately as revenue. d. Investments Investments are included in the accompanying financial statements at amortized cost. 
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2. Significant Aecountin~Policies 
LOUISIANA HOUSING FINANCE AGENCY 

e. Allowance for Loan Losses 
NOTES TO FINANCIAL STATEMENTS 
(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 sinrilar type loans, current and future cstimated economic conditions, the risk characteristics of the various categories of loans and othel pertinent fLlctors. Loans deemed uncollectible are charged to the allowance. Provisions for loan losses and recoveries on loans previously charged off are added to the allowance. f. Issuer Fees The Agency receives an administrative fee from the majority of the bond programs issued by the Agcnc~ "lhc ~mounts ancYor calculations of the fees are specified in the various bond indentures. g. 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 h. Reclassificalio~Ls Certain an~ounts in the 1996 financial statements have been reclassified to conform to the current year's presentation 
Estimates The preparation of financial statements in conformity with generally accepted accounting principles requNcs 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 an~ounts of revenues and expenses during the reporting period. Actual results could differ from those estimates. 3. Cash and Investments For reporting purposes, cash and cash equivalents include cash on hand, Financial institution deposits and all highly hquid inves~nents with an original maturity of three months or less. Cash and cash equivalents are stated at cost, ~hich approximates market value. Under state law the Louisiana Housing Finance Agency may deposit funds within a fiscal agent bank selected and designated by the Interhn Emergency Board. Further, the Agency may invest in time cerlifical cs of deposit of state banks organized under the laws of Lonisiana, national banks having their principal office in the state of Louisiana, in savings accounts or shares of savings anrd loan associations and savings banks and in share accounl.~ and share certificate amounts of federally or state chartered credit unions. 
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OUISIANA HOUSING FINANCE AGENCY NOTES TO FINANCIAL STATEMENTS 
3. Cash ~md Investments (continued) The Louisiana Housing Finance Agency had cash and cash equivalents totaling $7,090,828 and $5,210,539 at .lul,c 3(I, 1997 and 1996 which included bank deposits of $1,047,669 and $1,288,668, respectively. Under state law these deposit~ nmst be secured by federal deposit insurance or the pledge of securities owned by the fiscal agent bank. The market x alue 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 ofthe pledging fiscal agent bank in a holding or custodial bank in the form of safekeeping receipts held by the State Treasurer. The bank deposits, which include $695,739 of certificates of deposits classified as investments at June 30, 1997, as well as checking accounts, savings account and C.D.'s classified as cash equivalents were secured as follows: 
Carrying amount Bank Balances: Insured (FDIC) or collateralized with securities held by the entity or its agent in the cotity's name Collateralized with securities held by pledging financial institution or its trust department or agent in the entity's nmne Urtcollateralized, including auy securities held for the entity but not in the entity's name 
Total Bank Balances 

1997 1996 ~Z~8 $~=L288,66t 
$ 300,000 $ 400,00( 
1,807,146 1,775,53,~ 
_ _.'~526 ~ 2,356,736 

Investment securities which are classified as cash and cash equivalents of $6,043,159 and $3,921,871 at June 3(,. 1997 and 1996 primarily consist of short-term U.S. Government Securities held by various trust accounts maintained h.x the Agency. At June 30, 1997 and 1996, investments totalling $16,188,989 and $14,391,489, respectively, consisted prim ard) of U. S. Treasury bills and notes, FNMA securities and certificates of deposit. The market value of these investments approximates the carryi. "ng value. These assets are held by the broker or dealer's trust depa~nent or agent, but not in the Agency's name (GASB category 3). Interest rates on investments and cash equivalents ranged from 4.0% to 7.3% at lunc 30, 1997. 
Under Louisiana Revised Statute of 1950, as amended, the Agency may im,est in obligations of the U. S. ~rlcasur)' agencies, and instrumentalities, repurchase agreemenLs, and other investments as provided by the statute mentioned above 
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4. Notes and Bonds Pavable 
Bond Issue 

LOUISIANA HOUSING FINANCE AGENCY NOTES TO FINANCIAL STATEMENTS 
(continued) 

1993 V.M. Multifamily 1995A&B LAW. Mul|ifamily 1995A S.D.A.L. Multifamily 1995 A.L.F. Multifamily 1997 M.S. MuRifanfilv 
5. Federal Financial Assistance 
Seclion 8 Pro, gr__am 

n Thou~ands Interest Date Maturity Amount Retired Outslandmg Rale _ lssu_ed_ Dates Issued to Date at 6/30/97 7.1% 07/20/93 Various $ 3,376 ($ 30) $ 3,34( 4.0.9.8% 04/0 5.8-7.0% 03/0 9% 03/3 5.25-6,5% 03/0 
/95 Various 13,490 /95 Various 8,488 /95 03/01/25 19,045 /97 Various 6 0~78 E_ 9~ O~Q~ 

( 6,721) ( 33) ( 817) 6,769 8.455 18,228 6~05'8 

In connection with the Series 1983A and 1991A&B Multifamily Mortgage Revenue Bond Programs, the Agency enlercd into a Housing Assistance Program (HAP) contract with the Department of Housing and Urban Development (HUI)} as authorized under Seclion 8 of the United States Housing Act of 1937, as amended. Under lhe contract, the Agenc3 ser~ cs as an agent for HUD by distributing HAP funds to the housing project owners. The Agency receives an administrati~ c fee and is reimbursed for certain expenses by HUD for providing this service. These fees totaled approxinlately $c,8,0(}0 for the years ending June 30, 1997 and 1996. HAP funds distributed totaled $2,116,080 and 1,991,296 for the ~cars ended June 30, 1997 and 1996, respectively. HOME Prog~_ The Agency has also entered into a partnership agreement on behalf of the State of Louisiana with HUD under the HOME Investment Partnership Program as authorized by Title II of the National Affordable Housing Act. Under the agreement, the Agency administea's and distributes funding to be used for a variety of low income housing activities. These actwmes and the form of funding provided are as follows: 
Activity a) Rehabilitation and new construction of low-income multi family rental complexes b Rehabilitation of structures for low-income honaeowners 

Funding Form_ 
Low interest bearing loans 
Grants c) First year operating expenses for community housing development organizations (CHDO's) Grants d) Homebuyer assistanec 

12- 
Low inlerest, non interest bearing loans and grants. 



5. Federal Fh>aneial Assistance 
LOUISIANA HO1JS1NG FINANCE AGENCY NOTES TO FINANCIAL STATEMENTS 
(continued) The Agency disbmsed a total of $9,486,200 and $14,651,964 in connection with the HOME Program during 1997 and 1996, respectively. The Agency recognized $808,888 and $752,128 in administrative fee revenue under this program for 1997 and 1996 respectively. 6. Board of Commissioners Expenses The appointed manabers of the Agency's Board of Commissioners receive a per diem payment for meetings attended and services rendered, and are also reimbursed for their actual expenses incurred in the performance of their duties as Commissioners. For the year ended June 30, 1997, the following per diem pa3anents were made to the members of the Agency's Board and are included in general and administrative expenses: Robert Austin William Bisland, Jr Larry Caldwell Effie Carter Lloyd Cockerham Michael Domingnc Robert Eustis Elmo Frazier Eleria Hunter Debra White Lockwood Louis C. McKnight, 111 Phillip Miller Gregory Monier Albert S. Pappalardo Nancy Postell W. E. Tucker, Jr. Phil Ycates 

7. Retirement Benefits 

$ 550 250 250 5O 450 45O 5O 150 700 4OO 600 75O 600 700 150 300 450 L.__=_6+850 
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 system and is avmlablc to all eligible employees. The System publishes annual financial reports which include detailed historical, financial, and actuarial information. The Agency contributed approximately $84,500 and $61,000 to the system during 1997 and 1996, respectively. 
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LOUISIANA HOUSING FINANCE AGENCY NOTES TO FINANCIAL STATEMENTS 
8, Fixed Assets A sununary of changes in fixed assets is as follows 

9 
Fixed assets (cost) Accumulated depreciation 

Balance 2une 30, 1996_ 
$ 312,612 ( 1_7.L~6-) 

Balancc Additions Deletions June 30, !_t797 $ 122,965 L 5~ $ 435,577 L_ 228~05X2 $ 134~83_6 ~ !_26~68383 $ $~Q7,5] 

The Agency has entered into a building lease on its premises. The lease term was for three years with an option to ~ er,e~ 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 both years ended Jtme 30, 1997 and 1996 totalled $60,000 
Subsequent to year end:. on August 13, 1997, the Agency entered into an agreement for the purchase of a new ope~ ~tmg location, including land and an existing building, for $1,600,000. The closing of the al::,xeed upon purchase is scheduled to occur on or before December 1, 1997. 
The Agency is the owner of five low income multifarnily rental properties. These properties were purchased from ttu: U.S. Department of Housing and Urban Development (HUD) at a cost orS1 each. Included in the tenant population arc Seclion 8 qualified persons for which the Agency receives housing assistance payments (HAP) under amended HAP conttacts. As o~ler 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 the Agency's General Fund in the accornpanying 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. 
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11. Restricted Loans 
As part of its HOME program, the Agency makes loaras to qualified low income single family homebuyers arid to developers of low income mnltifamily projects. These loans are issued as a supplemeat to primary financing wh,~h is obtained from sources outside of the Agency. The loans are collateralized by a second mortgage on the propert3 and payments on these loans are deferred until the time that the primary loan is paid out. These loans are uninsured, q'h~: loan portfolio at June 30 is as follows: 
Multifamily Home Mortgage Single Family Project Mortgage 
Reserve for loan losses 

Interesl 1997 1996 Rale 
$ 25,689,455 $ 20,073,712 13,090,783 12,714,632 Non-inlercs bearing, (,_7,968,340) ( 7,174,6~ $=~898 $~'; 1,~3 6~99 The Agency has lestrieted the repayments of these loans to funding future lending programs and as such, principal and intercst on these loans is included in restricted assets. The increase in the reserve for credit losses was a result of a charge of $793,665 to the: provision for loan losses atx:ount in fiscal 1997. 12. Concentration of Credit Risk The Agency's HOME program loans are issued to single family borrowers and multifamily low income housing prqject developers residing and located in Louisiana. A substantial portion of the multifamily low income housing prqje( t loans have been issued among entities with a common ownership. 13. Risk Management 

The Agency is exposed to various risks of loss related to torts; thett of, damage to, and destruction of assets; errors and omissions; and injuries to employees. To provide eovcrage for these risks, the Agency participates with the Stale of Louisiana's Office of Risk Management, a public entity risk pool currently operating as a eonm~on risk management and insurance program for branches of state government. This Agency pays an annual premium to ORM for this co~ crage 
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Report on Compliance and on Internal Control over Financial Reporting Based on an audit of Financial Statements Performed in Accordance With Government Auditing Standards Report on Compliance with Requirements Applicable to each Major Program and Internal Control Over Compliance in Accordance with OMB Circular A-133 Schedule of Expenses of Federal Awards 
Schedule of Reportable Conditions 



IJosllclhwai(e &: Ncllervillc ,~ 15 q/es~ional A ccounltnL, ('orporation GERTIFIED PUBLIC ACCOUNT ANTS 8550 UNIq ED PLAZA BLVD., SUIT E 1001 ~ BAq'ON ROUGE, LOUISIANA 70809 ~ TELEiPHONE (504) 922-4600 ~ FAX (504) 92; 4b REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENTAUDITING 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, 1997, and have issued our report thereon dated September 17, 1997. We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial audits contained in Government Auditing Standard~, 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 are 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 statement amounts. 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 ouu tests disclosed no instances of noncompliance that are required to be reported under Government A udilmg Standards. 
Internal tSontrol Uver P|nanctal Kepol-ttng 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 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 Louisiana Housing Finance Agency's ability to record, process, summarize and report financial data consistent with the assertions of management in the financia'! statements. Reportable conditions ate describetl ;,n the accompanying schedule. 
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 be detected within a timely period by employees in the normal course of performing their assigned functions. Our c~nsideration of the internal control over financial reporting would not necessarily disclose all matters in the internal control that might be reportable conditions and, - 1 - DONALDSONVILLE ~ GONZALES ~ NEW ORLEANS ~ ST FRANCISVILLE ASSOCIATED OFFICES IN PfIINCIF'AI CI HES OF q }{E UNI] ED STATES 



- 2 - 



]~os(lethwai|e & Netterville A i'roJ~'~,~/onal A ~ colollitt~., (. bU~rn'ar#m CER7 IF IE D PUBLIC ACCOUNTANTS 8550 UNITED PLAZA BI VD., SUITE 1001 ~ BATON ROUGE, LOUI.~IANA 70809 ~ TELEPHONE (504) 922-4600 ~ FAX (504) 922-4 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 Housing Finance Agency Baton Rouge, Louisiana 
Co_mpliance 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 each of its major federal programs for the year ended June 30, 1997. The Louisiana Housing Finance Agency's major federal programs are identified in the accompanying schedule of expenses of federal awards 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 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 Standard~, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of States. Local Governrnents, 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. 
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 3,ear ended June 30, 1997. 
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nte:mal Control Over Compliance 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 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 complia nee 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 doe:~ not reduce to a relatively low level the risk that noncompliance with applicablc 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. f Exnenditures ofF We have audited the financial statements of the Louisiana Housing Finance Agency as of and for the year ended June 30, 1997, and have issued our report thereon dated September 17, 1997. Out audit was performed for the purpose of forming an opinion on the financial statements taken as a whole. The accompanying schedule of expenses of federal awards is presented for purposes of additional analysis as required by OMB Circulal A-133 and is not a required part of the basic financial statements. Such information has been subjected to *,he 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. However, this report is a matter of public record and its distribution is not limited. 

Baton Rouge, Louisiana September 17, 1997 
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Federal Grantor Pass-Through Grantor Program Title 1.1, S. Department of HUD Section 8 Program* l-lome Program* 

LOUISIANA HOU~ S FOR THE YEAR 

*De:notes major federal financial assistance program. 

Federal CFDA Number Expenses 
14.182 $ 2,116,078 14.239 3,494,307 

c~) In addition to these expenses of federal funds, $5,991,893 was disbursed in the form of loans and was capitali;,~'.q to the Agency's balance sheet as of June 30, 1997. 
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Condition: 

Effect: 

LOUISIANA ItOUSING FINANCE AGENCY SCIIEDULE OF RFPORTABLE CONDITIONS JUNE 30, 1997 
The Agency is not maintaining an accurate and up-to-date detail of the whole mortgage loans of the 1995 C Program 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 balance on the General Ledger which reflects actual collections made by the trust account. The accuracy and comple|eness of the information needed to effectivel3 manage the loans is called into question. Recommendation: The Agency should reconcile the mortgage loan balances from the trustee's recap of mortgage loans as per servicer to the general ledger. ~Donse~ 

Condition: 
Effect: 

The Agency's ability to monitor and reconcile loan servicer's trial balances to existing general ledger is hampered by both the 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 accounting 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 tile loan servicer's balances outstanding. In the imerim the trust statements will be compared to the loan servicer's trials to insure that the trustee is posting collections to the trust statements. 
With regards to all programs which contain whole loans, the Agenc5 appears to have been lax in its monitoring of the foreclosure process Many loans were noted as being past due for quite some time, with little ot no steps taken to initiate foreclosure proceedings. Should significant delays in the foreclosure process occur, the bond program funds could stand to be denied insurance claims on the loans. Recommendation: The Agency should monitor lhe foreclosure process on a continual basis 
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Response: 
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IX)stlcthwailr & Nc|tcrvillc .4 l'rq[~,sstona/ A c countmg ('otporatton CERTIFIED F'LJBI IC ACCOUNIANTS 8550 UNITED PLAZA BLVD.. SUll E 1001 ~ BATON ROUGE, LOUISIANA 7080.q ~ TELEPHONE (504) 922-4600 ~ FAX {504) 922 1(; 
September 17, 1997 
Board of Commissioners Louisiana Housing Finance Agency Baton Rouge, Louisiana 
In planning and performing our audit of the combined financial statements of the l-x~uisiana Housing Finance Agency for the year ended June 30, 1997, we considered the Agency's internal control structure to determine our auditing procedures for the purpose of expressing an opinion on the financial stal~ments and not to provide assurance on the internal control structure. During our audit we became aware of several matters that are opportunities for strengthening internal controls and nix;rating efficiency. The following summarizes our comments and suggestions regarding those matters. We previously reported on the Agency's internal control structure in our report dated September 17, 1997, which included a schedule of findings and questionexl costs, which reported several reportable conditions. This letter does not affect our report dated September 17, 1997, on the financial statements of the Louisiana Housing Finance Agency. 
Monimrine Cash Transactions of Bond Pro~,rams The Agency currently lacks a system to monitor the activity of the trust accounts of the bond programs. As a consequence, inappropriate disbursement of funds could possibly occur and not Ix." detected by the Agency. 
.Recommendation: _We recommend that the Agency implement a system to monitor various fees and other disbursements paid (or not paid) from the trust accounts. 
Furniture and Eouiomen The Agency currently lacks an adequate depreciation schedule. Depreciation is presently being computed by auditors at the time of the audit, and the financial statements are adjusted accordingly. The Agency failed to take the physical inventory of furuiture and equipment by June 30, 1997 as is mandated by state; statutes. The Agency did, however, take such inventory in August 1997. Recommendation: The Agenc:y should establish a depreciation schedule listing all assets of the Agency and their useful lives. This schedule should also be the primary tool in performing the annual physical inventory, which should be performed timely. 
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n~ex~urexl Der~osits with Financial Institutions The Agency had financial institution deposits which were not secured by either FDIC insurance or investments owned by the financial institution pledged to the deposits. The unsecured amount was $304,526 at June 30, 1997. The Agency is required by law to secure all of its deposits with financial institutions. 
Recommendation: The Agency should periodically check the coverage of its deposits to ensure that depositing bank has adequately sex:ured all deposits. 
Separation of Duties One individual performs the duties of posting disbursements and reconciling the bank statement. This individual also has access to the checkbook. Recommendation: The duties of posting disbursements and reconciling bank statements should be separate The individual reconciling the bank statement should not have physical access to the checks. 
L~ck of Anoraisal One of the HOME Single Family Projects tested did not have an appraisal done. An appraisal is customaril3 obtained to determine that the project's value does not exceed HUD established limits. Recommendation: While it is inherently unlikely that a dwelling which is considered to be a "HUD Repo" would exceed established fair market value limitations, the Agency should adequately document its reasons for not following its control procedures for complying with federal regulations. 
We would like to express our appreciation for the cooperation and courtesies extended to us during our audit by all Agency personnel. We will be happy to discuss in more detail any of the above topics or any other matter that may concern you, at your convenience. 
Sincerely 



:7" ~ ; '::'4~ "P &!~' >1 ',,, ~, ~)/ 
M. J. "MIKE" FOSTER, JR GOVI HNOR V, JEAN BUTLER PIlE SIDZ N] 

Louisiana .7[ousinfl rFinance ~flentT 

Postlcthwaitc and Ncticrvillc 8550 United Plaza lllx'd. Suite 100 P, alon Rouge, I,A 70809 
Altcntion: Ms. Candicc Wrighl I)oar Ms. Wright: 

Scptcnibcr 30, 1997 
200 LAFAYE] IE S]REEI 5;t BATON ROUGE, LOUISIAN," (504) 342 1320 FAX (504) 342-1310 

In conncclion vdlh the audit of l,ouisiana l lousing t,'inanco Agency and thc Report k lV]anagc1110111, Ihc Al~cllCy ",*/Otlld like the following lospollsC entered into ihc I'cpor[: 
ash Transaclion of Bond I'rogr___anl_s_: The/\gcncy has inlplcmcnlcd procedures to monilor cash [ransaclions of lhc Bond ProgFams. A lisl oftrustco fccs and iSStIOFS fces by bond issuc will be conslruclcd and rcvima~cd during thc year to cnsurc compliancc wilh lhc individual Trusl lndcntures. (See Appendix A) 
With lho reorganizalion of the Accounting 1)cpartnlcnt, bolh depreciation and physical illVClllory will be maiiltained and proformod by designated pcrsonilc] wilhin lhc Agency's Accounling I)oparlmcnt. (See Appendix B) UnseClll'l Response The Agency has rcvicwed and adjusted all collatcralization agrccnlcnls wilh exisling banks. Procedures have bcen implemented to ensurc lhal accotlnls \~, be collateralizcd in lhc future. (See Appendix C) SClm ralion of Dillies: Response: The Agency had a vacancy within the Accounling l)eparimcnl and had lack of dcplh to prcvcnl lhis silualion. Wilh the hiring oflhc Accounting Spccialist 2, the dulics have been separated. (Scc Appendix I)) 

An Equal Opportunity Employer 



I,ack of Appraisal: Response: The loan package tested was a HUI) Repurchase properly. While appntisal are custon~arily obtained to determine that the project's value does not excccd l lUl)'s established limits, property oblained under ItUD repurchase are not required to have an appraisal since one was obtaincd by 1 IUD during their procedures. Therefore, the amount of the repurchase price fl'om ttUI) is considered the appraised wdue. While appraisal on I tUD Repurchase property is not required, the Agency does attempt to secure the appraisal from HUI). For the test package, an appraisal has been secured and added to the file. A review of the obtained appraisal indicates thai the purchase price was belmv Jlle markel price. 
The Agency has been actively seeking the employlnent of personnel with mortgage loan servicing experience. The Agency has extendcd an offer to qualified personnel with mortgage loan servicing expericncc and with lhc employment the procedures lo monitor the foreclosed procedures will be implemented on a regular basis. 
The Agency ability to lnonitor and reconcile loan servicer's trial balances to existing general ledger is hampered by both the lack of personnel in the accounting area and the untimeliness of general ledgers from outside processors. The Agency has address this problem by initiating a reorganization of the accounting deparlment to add a section responsible for mortgage revenue bond accounting; and, the Agency is in lhe process of bring accounting services in- house 1o cn]lanee its ability to nloIlitor and reconcile the Joal3 serviccr's balanccs outstanding. In the interim the trust statements will be compared to thc loml scrvicer's trials to iusurc that the tluslee is posting colleetiolls to lhe tras! statell] t_~nts. 

I f ~'e can bc of any furthcr assistance, please fccl fi'ec to contact me or Susan J. Pochd 

nc]osures 

Sincerely, 
V. Jean Butler Presidenl 



Fra~l Julie' Ni~ma ht ~u; Susan Pot:he - L~Ffl at. 119,1 (S04) 34Z-1310 

Louksiana Houshig lqnance Agency Single Family Mortgage Revenue Bonds Schcduk: of Trnslee Fees and Issuer leec'~s Issue ]'nl,~tcc l'c.c Desefipfism 1989 
1990A 
Animal Administration $9,500, Paying Ager~t ]Fees .003 % of October 31 GNMA bahmce, Tnmsactkm Fees 11/1 to 10/31 at $10 each Annual Admin $10,000 plus ,003 % of GNIVtA balance (at 7/31) plus $10 per investment transaclion for 8/1 to 7/31 

Date Billed December I 

09 26 97 00:55 a~ 00Z of 002 

I,llleA 
September 1 LI1FA 

1990B Annual Administration $10,000. Paying Ag~:nt December 1 LIIFA Fees .003 % of October 31 GNMA balance, Tt:ansaelion Fees 11/1 to 10/31 at $10 each Home 1 $1.500 Flat Scmi-Ammal Fee 11ome 2 $1,500 Flat 8cmi-Annnal l~'eo llome 3 .025% of Bonds Oulstauding 1994B $1.500 lqat Serai-Annual Fee 1995A .025 % of Bonds Outstanding 1995(; .03% atmua}ly .fBonds Outstauding 1996B .025% of B~,ndz Outatmading 1996]) .025% of Bonds Outstanding 1997A 1997B 025 % of Bonds Outstanding 025 % of Bonds Outstanding 

June 1 and December 1 Bond Prognu June 1 and December 1 Bond Prognun June 1 Bond Program March 1 and September 1 Bond Program June 1 Bond Progran June 1 and Decenlbcr 1 Bond Pmgtm June 1 m~d December 1 Bond Progran December 1 December 1 December 1 
Bond Progralll Bond Prograln Bond Program 

APPENDIX A 



Fro~:' Julic Mimlo at It ~v: Susa~ Poche - DtFfi ~. t~S,1 (504) 3qZ-1310 

LouLsiana Housing ~nance Agency Single Family Morlgage Revenue Bonds Schedule of TrnsO..~, l~'c{~s and Issuer Feeo~ 
issuer Fee Deseriptign 1 / 12 of .23 % of GNMA Balance 1/12 of .25% of GNMA Balmme 1 / 12 of. 15 % of GNMA Balance 

Monthly Monthly Monthly 
Date Paid 

.50 % mmually of Mortgage Certificates June 1 and December 1 outstanding 35 days prior to debt service date Home 2 .50% manually of Mortgage Certificates June 1 and December 1 outstanding 35 days prior to debt service dale Home 3 .50% annually of Mortgage Certificates June 1 mad December 1 outstmading 35 days prior to debt service dale 1994B 
1995A 
~ 10% mmually of Mortgage Certificates March 1 and September 1 outstmading 35 days prior to debt service dale .045 % of I~NMA Balance/.1075 % of GNMA June 1 and l)eeember 1 Balance/.035 % of 1qtLMC Balaut;e (Semi- annual rates~ 1995C .075 % of Whole Loans and Certificate Balance June 1 and December 1 (Selni-mmual hire) 1996B 

19961) 
1997A 
1997B 

.05 % of l.afayette loans/. 18 % of Home June 1 and Deeernber 1 loans/_055 % of Low Rate/.43 % of Assisted (Semi-annual rate) 10% ofllome Looms/.05% of Low Ratv June 1 m~d December 1 oans/.25 % of Assisled l.oans (Semi-annual .50% of florae Lomas/. 10% of Low Rate June 1 euxd December 1 loans~.25 % of Assisted Loans (Senti-annual .50 % of ltome Loans/.05 % of Low Rate June 1 and 1)ecernber 1 loaals/.30 % of Assisted Lomls (Semi-annual 

09 1.5-97 003 of 003 
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$1;.P-29-97 IdOt,f 16:11 LIBERTY Bf~NK 
Lit)ertu Bg~k RO Box 60131 New Orleans, LA 70160-013 (504) 286-8800 

September 29, 1997 
Ms. Susan Poche LOUISIANA HOUSING FINANCE AGENCY Baton Rouget E~ Dear Ms. Poche: 

FgX NO, 5042868866 P, 02 

This is to advi-c~e that the followJ:sg security has been pledged as additional collateral to secure th,9 deposits of the LHFA. Par/Type Maturity cusip No. Market Valua $200,000 GNMA IX ARMS PL 10-20-25 36202KVB8 $204,500.00 Also, per your request, monthly collateral statements will be forwarded to your office by the 10"th of each month.. Please feel free to contact me at (504) 286-8815 E;hould you have any questions. Sincerely, 

APPENDIX C NSURED BY THE FEDERAL. DEPOSIT INSURANCE CORPORATION 



SEP-20-97 I=RI" 00:~0 ~M EXEOUTIVE 

DATE: TO: FROM 

HIBERNIA 

SEPTEMBER 26, 1997 Susan Poche Paula Sanchez SUBJECT: Safekeeping Requirement~ 

FnX NO, 5043812016 

Per our conversaUon this morning, this memo Is to confirm that I have started procedures on our end to change the four accounts for the LHFA that are not coded Public Funds (812283693, 812283707, 812184415, 8122E;3669). It appears all four accounts were opened at the same branch. You may want to Inform the person opening these accounts at LHFA that going forward they should inform the bank that they are a public entity. Thanks. 

ntero! flee Memorandum 

P, Ol/Ol 
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