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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 A UD1TING STANDARDS 
To the Board of Trustees St. Tammany Public TI~st Financing Authority We have audited the financial statements of the St. Tammany Public Trust Financing Authority as of and fur the year ended August 31, 1997, and have issued our report thereon dated Jmmary 5, 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 &the United Statcs. 
Compliance As part of obtaining reasonable assurance about whether St. Tammany Public Trust Financing Authorit)'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 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 our tests disclosed no instances of noncompliance that are required to be reported under Government Auditing Standards. 
In planning and perfom3ing our audit, we considered St. Tarmnany Public Tru~,;t Financing Authority 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. Our consideration of the intemal control over financial reporting would not necessarily disclose all matters in the internal control over financial reporting that might be material weaknesses. A malcrial weakness is a condition in which the design or operation of one or more oflhe 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. We noted no matters involving the internal control over financial reporting and its operation that we consider to be material weaknesses. 



St. Tammany Public Trust Financing Authority 
NOTES TO FINANCIAL STATEMENTS 

NOTE D - BONDS PAYABLE -Continued 
August31,1997 

Program after the repayment of the 199113 Bonds Payable. The bonds payable are also secured by a zero coupon U. S. Government Security with a face amount of $11,850,000 which matures on July 5, 2014, held by the 199113 Program until after the repayment of the 1991B Program Bonds Payable. The 1991C Program bonds are structured such that the bonds accrete value semi-annually at 7.5% until payment in full of the 1991 t3 Program Bonds, at which time the Bonds will convert to pay principal and interest monthly at the rate of 7.5%. The bonds are scheduled to mature on July 20, 2014, and are not subject to optional redemption prior to maturity. It is not possible to project the bond principal payments for the 1990A Program Class A-1 Bonds, the 1990B Program Bonds, the 1990 Multifanrily Program Bonds, the 1991A Program Bonds, the 1991 B Program Bonds and the 1991C Program Bonds for the next five years due to the repayment structuring and the redenrption procedures of the Trust Indentures. NOTE E - PROGIL'kM DEFICITS ]'he 1991C Program has a deficit in retained earnings at August 31, 1997 in the amount of $3,287 and the Unreserved Program has a deficit in retained earnings atAugust 31, 1997 in the amount of $9. 
NOTE F - COOPERATIVE ENDEAVOR AGREEMENT On September 14, 1995, the Authority signed a Cooperative Endeavor Agreement with the Louisiana Housing Finance Agency (the Agency). The Agency and the Authority have agreed to cooperate in thc financing of single family mortgage loans through a pool financing by the Agency on behalf of thc Authority and other local public trusts. The Authority allowed the Agency to utilize the Authority's available 1995 bond allocation of $4 million in exchange for the Agency's agreement to reserve the Authority's share of the Agency's 1995 Single Family Itousing Bond Issue for a period of about ten months. Based upon the December 1995 Issue, the Agency has reserved approximately $4,000,000 for use in St. Tammany Parish. All transactions for this issue are accounted for on the books of the Agency. Thc Authority is not liable for any bonds issued by the Agency. 
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St. Tammany Public Trust Financing Authority 
NOTES TO FINANCIAL STATEMENTS 

NOTE D - BONDS PAYABLE -Continued 
August 31, 1997 

The bond principal and interest requirements of the 1990A Program Class A-I Bonds Payable are secmcd by the pledge of the FHLMC Certificates of the 1990A Program. The 1990A Program Class A-I Bonds pay interest senti-annually and are structured such that the monthly principal remittances received from the FHLMC certificates are passed through to bondholders as semi-annual principal redemptions of bonds payable. The bonds are scheduled to mature on May 20, 2011, and are subject to optional redemptior, after' March 20, 2000 in accordance with the 1990A Program Bond Indenture. The 1990A Program Class A-2 Bonds Payable were paid off during the year ended August 31, 1994 The bond principal and interest requirements of the 1990B Program Bonds Payable are secured by tile pledge of all assets of the 1990B Program. The 1990B Program bonds pay interest monthly at the rate of 7.25%. The bonds are structured such that the monthly principal remittances leceived from the mortgage loans are passed through to bondholders as monthly principal redemptions of bonds payable. The bonds are scheduled to mature on July 25,2011, and are not subject to optional redemption prior to maturity. The bond principal and interest requirements to the 1990 Multifamily Program Bonds Payable are secured by the pledge ofthe Mortgage I~ans Receivable ofthe 1990 Multifamily Pmgrana. The 1990 Multifamily Program bonds pay interest monthly and are structured such that the monthly principal remittances received from the mortgage loans are passed through to bondholders as nlonlhly principal redemptions of bonds payable. The bonds are scheduled to mature on October 1,2020, and are subject to optional redemption in accordance with the 1990 Multifamily Program Bond Indenture. 
The bond principal and interest requirements of the 1991A Program Bonds Payable are secured by the pledge of the FNMA Certificates of the 1991A Progrmn. The 1991A Prognnn bonds pay interest monthly and are structured such that the monthly principal remittances received from the FNMA certificates are passed through to bondholders as monthly principal redemptions of bonds payable. The bonds are scheduled to mature on June 1, 2002. 
The bond principal and interest requirements of the 1991B Progrmn Bonds Payable are secured by the pledge of the Mortgage Loans Receivable of the 1991B Program. The 1991B Program bonds pay interest monlhly and are structured such that the monthly principal remittances received from the mortgage loans are passed through to bondholders as monthly principal redemptions of bonds payable. The bonds are scheduled to mature on July 1, 2014, and are subject to optional redemption after April 1, 2001, in accordance with the 1991B Bond Indenture. The hond principal and interest requirements of the 1991C Program Bonds Payable are secured by the pledge of all assets of the 1991C Program and by pledge of the mortgage loans receivable of the 1991B 
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St. Tammany Public Trust Financing Authority 
NOTES TO FINANCIAL STATEMENTS 

NOTE D - BONDS PAYABLE 
August 31, 1997 

Outstanding bonds payable are due on a term and serial basis and bear interest at rates as follows at August 31, 1997 (in thousands): 1990A Program: Taxable Refunding Bonds Class A-l, due May 20, 2011, 7.50% stated rate, 9.43% effective yield Less related discount 1990B Program: Tax Exempt Convertible Capital Appreciation Refunding Bonds, due July 25, 2011, 7.25% stated rate, 9.89% effective yield Less related discount 
1990 Multifamily Program: Multifamily Housing Revenue Refunding Bonds, due October 1, 2020, 10.00% 
1991A Program: Single Family Mortgage Revenue Reftmding Bonds, due June 1,2002, 7.00% 
1991B Program: Taxable Refunding Bonds, due July 1,2014 8.25% stated rate, 10.61% effective yield Less related discount 1991C Program: Tax Exempt Capital Appreciation Refunding Bonds, due July 20, 2(114, zero stated rate, 7.38% effective yield Less related discount 
Combined Total 

3.3 

$ 10,011 (1,283) 
2,370 (450) 
2,332 

124 (16) 
11,850 (8,436) $ 17.366 



St. Tammany Public Trust Financing Authority 
NOTES TO FINANCIAL STATEMENTS August31,1997 

NOTE C - MORTGAGI? LOANS RECEIVABLE - Continued 
interest when due. These securities, which bear a 7.5% interest rate and have maturity dates of January 1,2(110 to August 1,2010, are collateralized by the related loans and securitize the 1990A Program Series A-I Bonds Payable. The remainder of the mortgage loans securitize the 1990B Program Bonds Payable These mortgage loans were transferred to the 1990B Program during the: year ended August 31, 1994. after the 1990A Program Series A-2 Bonds were paid off. In conjunction with the issuance of the 1991A Program and 1991B ProgramL Bonds Payable, the remaining balance of mortgage loans receivable acquired by the Authority under the 1980 Program in the amount s of approximately $3,700,000 and $2,100,000 was transferred to the 1991A Program and the 1991B Program, respectively. Upon receipt of the mortgage notes, the 1991A Progrmn pooled the loans and sold them to the Federal National Mortgage Association (FNMA) in exchange for t'2qMA securities on which FNMA guarantees payment of principal and interest when due. These securities, which bear interest al 8.75% and 9.75% and have maturity dates of January 1, 2002 to May 1, 2002, are collateralized by the related loans and securitize the 1991A Program Bonds Payable. The loans transferred to tbe 1991B Program securitize the 1991B Program Bonds Payable and the 1991C Program Bonds Payable. Upon transfer to the 1991B Program, the interest rate on the Mortgage Loans Receivable was reduced to 9.50%. The Mortgage Loans Receivable made through the 1990 Multifamily Program bear an interest rate ot 10.50% and are secured by first mortgages on the related real property. There are five loans outstanding in this program. Participating mortgage lenders service the mortgage loans for the Aulhority and receive monlhb compensation based upon the unpaid principal balances of the mortgage [oans. In addition to the customary insurance required of the mortgagors, the moitgage loans in the 1990B m~d 1991B programs are insured by the Authority under a supplemental hazard policy and a master trust polic~ for mortgagor defaults. The mortgage loans were made through conventional, FHA and VA prognnns sponsored by the various participating mortgage lenders. 
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St. Tammany Public Trust Financing Authority NOTES TO FINANCIAl_, STATEMENTS 
August31,1997 

NOTE B - CASH AND INVESTMENTS - Continued 
UNRESTRICTED FUND Cash equivalents U. S. Government securities and guaranteed investment contracts are cmried at amortized cost 
The Authority does not anticipate a requirement to sell any of the U.S. Government and Federal Agenc) Securities it holds, prior to maturity, because such securities are invested to mature as ftmds are required Substantially all the U. S. Government securities are restricted for debt service on the respective program's bonds and payment of various program expenses. Securities held-to-maturity consist of the following (in thousands) 

Mortgage-backed securities 
December 31.1997 Gross Gross Amortized Uurealized Unrealized Fair ___C_O ~;t GainL. Losses V0!U~._ 

FttLMC (1990A Program) $ 9,677 $ 102 $ $ 9,779 FNMA (1991A Program) 
NOTE C - MORTGAGE LOANS RECEIVABLE 

10,515 $ 144 $ $10,659 
Morlgage loans receivable acquired by the Authority from participating mortgage lenders under the 1979 and 1980 Programs have stated interest rates of 7.875% and 12.5%, respectively, have scheduled maturities of thirty and twenty years, respectively, and are secured by first mortgages on the related real property. In conjunction with flae issuance of the 1990A Progrmn Bonds Payable, the remaining balance of mortgage loans receivable acquired by the Authority under the 1979 Program in the amount of approximately $29,923,000 was transferred to the 1990A Progranl, Upon receipt of the mortgage notes, the 1990A Program pooled the qualifying loans and sold them to the Federal Home Loan Mortgage Corporation (FHLMC) in exchange for FHLMC securities on which FHLMC guarantees payment of principal and 
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St. Tammany Public Trust Financing Authority NOTES TO FINANCIAl, STATEMENTS 

NOTE B - CASH AND INVESTMENTS 
August 31, 1997 

The Authority's programs maintain deposits at the Trustee bank. The balance of these deposits at August 31, 1997 were $731. The Authority's cash equivalents represent interests in money market mutual funds. Its investments included ~,uaranteed investment contracts and U. S. Government securities. The Authority's cash equivalents and investments at August 31, 1997 are categorized below (in thousands) to give an indication of the level of risk assumed by the entity at year-end. Category I includes investments that arc; insured or registered or for which the securities are held by the Authority or its agent in lhc Authority's name. Category 2 includes uninsured and unregistered investments for which the securities arc held by the broker's or dealer's trust department or agent in the Authority's name. Category 3 includcs uninsured and unregistered investments for which the securities are held by the broker or dealer, or by its trust department or agent, but not in the Authority's name. 
COMBINED Cash equivalents Guaranteed investment contracts U. S. Government securities 
1990A PROGRAM Guaranteed investment contracts 
1990B PROGRAM Cash equivalents Guaranteed investment contracts U. S. Government securities 1990 MULTIFAMILY PROGRAM Cash equivalents 1991A PROGRAM Cash equivalents 
1991B PROGRAM Cash equivalents U. S. Govenmaent securities 

3.0 

Carrying V~lue $ 731 1,514 2,899 $ 5,144 

$ 180 2.800 $ 2,980 

Market Value $ 731 1,514 3.807 6,052 

$ 180 3.695 ~; 3.87__55 

Category 
2 2 2 



St. Tammany Public Trust Financing Authority NOTES TO FINANCIAL STATEMENTS 
August 31, 1997 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 3. Combined Totals The accompanying combined and individual financial statements include tile totals of the similar accou~,ts of the Authority's bond programs. Because the assets of each program are restricted by the related bond resolutions, the totaling of the accounts, including assets therein, is for convenience only and does not indicate that the combined assets are available in any manner other than thai provided for in the resolutions of the separate programs. 
Under state law, the mtmicipality may invest ill United States bonds, treasury notes, or certificates. These are classified as investments if their original maturities exceed 90 days; however, if the original maturities are 90 days or less, they are classified as cash equivalents. Investments ~tre stated at cost. For purposes of the statement of cash flows, the Authority considers all highly liquid investments with a maturity of three months or less when purchased to be cash equivalents. 5. Amortizatioll 
Bond issuance costs, including underwriters' discount on bonds sold, are being amortized ratably over the life of the bonds, based upon the principal amot, nts outstanding. 
Such costs related to bonds called in accordance with the early redemption provisions as described in the Bond Trust Indentures are charged to expense in the year that such bonds are called. 7. DiscounI~ Discounts resulting from the purchase ofU. S. Government securities and fhe sale of bonds are amortizx.d over the lives of the securities under the effective interest method. 8. Estimates 



St. Tammany Public Trust Financing Authority 
NOTES TO FINANCIAL STATEMENTS August 31, 1997 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
On April 25, 1991, the Authority issued $3,780,000 Single Family Mortgage Revenue Refunding Bonds Series 1991A, dated April 1, 1991 (the 1991A Program) $2,095,000 Taxable Refunding Bonds Series 1991B, dated April 1, 1991 (the 1991B Program) and $11,850,000 Tax..Exempt Capital Appreciation Refunding Bonds Series 1991C dated May 1, 1991 (the 1991C Program). The Series 1991A bonds bear an interest rate of 7.00% and mature on June 1, 2002. The Series 1991B bonds bear an interest rate of 8.25% and mature on July 1, 2014. The Series 1991C Bonds bear no interest and mature on July 20, 2014. The proceeds from the issuance of these bonds were used to pay bond issuance costs of the program and, along with funds from the 1980 Program, were used to retire the 1980 Program's outstanding Bonds Payable, the 1980 Program's Mortgage Loans Receivable were transferred to the 1991A and 1991B Programs' as collateral for the respective Bonds Payable. The 1991C Program's Bonds Payable are secured by a second lien on the Mortgage Loans Receivable of the 1991A and 1991B Programs. The bonds issued by tile Authority are general obligations for the Authorily and are not an obligation of the State of Louisiana or any other political subdivision thereof. The Authority's Board of Trustees is empowered under the trust indentures and the bond program agreements to contract with outside partics to conduct the day-to-day operations of the programs it initiates. Under each of the programs the Authority utilizes area tin,racial institutions to originate and service the mortgage loans and notes acquircd. In addition, a bank has been designated as Trustee for each of the bond programs and has the fiduciary responsibility for the custody and investment of funds. 
The Authority follows the accrual basis of accounting whereby revenues are recognized when earned and expenses are recognized when the related liability is incurred. The Authority operates certain funds established by the Bond Trust Indentures. The funds, which are maintained by the Trustee, provide for the accounting for bonds issued, debt service and bond redemption requirements, investments, and related revenues and expenses. The individual fimds within each bond program are aggregated in the accompanying individual and combined financial statements. Because the 1979 Program was in-substance defeased during the year ending August 31, 1990, it is no longer prese.nted with the individual and combined financial statements. 



St. Tammany Public Trust Financing Authori .ty NOTES TO FINANCIAl, STATEMENTS August 31, 1997 
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
The accounting and reporting policies of the $1. 'l'a~mnany Public Trust Fiinancing Authority conform lo generally accepted accounting principles as applicable Io governments. ]'he following is a summary of certain significant accounting policies: Hisiorv of the Auihofilv The St. Tammany Public Trust Financing Aufl]ority (the Authority) was created through a Trust Indenture dated March 6, 1979 pursuant to provisions of Chapter 2-A of the Louisiana Revised Statutes of 1950, as arnended. The initial legislation and subsequent oanendments granted the Authority the power to obtain funds and to use the proceeds to promote the financing and development of any essential progran, conducted in the public interest within the boundaries of St. Tammany Parish, Louisiana. The Authority's operations consist of the following programs. Two are single family mortgage revenue bond programs whereby the Authority promotes residential home ownership through the acquisition of morlgage loans secured by first mortgage liens on single family residential housing. The funds for these programs were obtained through the issuance of $50,000,000 of 1979 Single Family Mortgage Revenue Bonds, dated July 1, 1979, (the 1979 Progrmn) and $37,500,000 of 1980 Single Family Mortgage Revenue Bonds, dated December 1, 1980 (the 1980 Program). In addition, the Authority had a collateralized loans-to--lenders program whereby the Authority provided funds 1o participating savings and loan associations for the purpose of making loans to developers for the acquisition, construction and ownership ofmultifamily rental properties. The funds for this program were obtained through the issuance of $20,915,000 of 1982 Collateralized Loans-to-Lenders Housing Revenue Bonds, dated May 1, 1982 (the 1982 Program). On March 8, 1990, the Authority issued $26,470,000 in Taxable Refunding Bonds Series 1990A dated March 1, 1990 (the 1990A Program) and on April 17, 1990 issued $3,340,000 Tax-Exempt Convertible Capital Appreciation Refunding Bonds Series 199011 dated April 1, 1990 (the 1990B Program) for the purpose of providing for the repayment of the outstanding bonds of the 1979 program. The Authority entered into an Escrow Deposit Agreement with a local bank pursuant to which there have been deposited sufficient funds mad Government Obligations (as defined in the 1979 Indenture) to provide for repayment of the 1979 bonds pursuant to the 1979 Indenture. Simultaneously, the mortgage loans receivable aTid certain funds of the 1979 Program were transferred to the 1990A Program and to the Authority's Unrestricted Fund. On October 1, 1990, the Authority issued $2,446,000 in Multifamily Housing Revenue Refunding Bonds bearing 10% interest and maturing October 1,2020. The funds from this issuance were used to provide for the refinancing of certain moderate to low income multifamily residential development projects previously financed by the 1982 Program. 
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INDEPENDENT AUDITORS' REPORT 
To the Board of Trustees St. Tammany Public Tlust Financing Authority 

504) 892-6633 - (, ,~ ,,,vt,~t~ 504) 892-4666 - FAX 

We have audited the accompanying individual and combined balance sheets of St. Tammany Public Trust Financing Authority (the Authority) as of August 31, 1997 and the relaled individual and combined statements of revenues, expenses and changes in retained earnings (deficit) and cash flows for the year then ended. These financial statements are the responsibility of the Authority's management. Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with generally accepted auditing standards and Government Auditing Slandard~, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting fl~e 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 audit provides a reasonable basis for our opinion. 
In our opinion, the accornpanying financial statements referred to above present fairly, in all material respects the financial position of the St. Tammany Public Trust Financing Authority and its programs at August 3 l 1997 and the results of its operations and cash flows for the year then ended in conformity with generall) accepted accounting principles. 
January 5, 1998 
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