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2322 Tremont Drive, Suite 200 Baton Rouge, LA 70809 Phone: (504) 928-4770 Fax: (504) 926-0945 
March 13. 1998 TNDEPENDEMT AUDITOR'~ REPORT 

To the Board of Trustees Louisiana Public Facilities Authority Baton Rouge, Louisiana 

Members American Institute of Cert(fied Pubhc Accountants 1111 S. Range Avenue, Suite/01 Denham Springs, LA 70726 

We have audited the accompanying financial statements of the Louisiana Public Facilities Authority (A Public Trust) as of December 31, 1997, as listed in the table of contents. These financial statements are the responsibility of the Authority's management. Our responsibil- ity 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 Auditina Standar~ 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 in- cludes 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 state- ment presentation. We believe that our audit provides a reasonable basis for our opinion. In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of the Loui- siana Public Facilities Authority results of its operations and cash conformity with generally accepted as of December 31, 1997, and the flows for the year then ended, in accounting principles. In accordance with Government Auditina Standards, we have also issued a report dated March 13, 1998 on our consideration of the Authority's internal control over financial reporting and our tests of its compli- ance with certain provisions of laws, regulations, contracts and grants. 



Our audit was made for the purpose of forming an opinion on the financial statements taken as a whole. The schedule of per diems paid trustees for the year ended December 31, 1997 listed in the table of contents is presented for purposes of additional analysis and is not a required part of the financial statements of the Authority. Such information has been subjected to the auditing procedures applied in the examination of the basic financial statements, and, in our opinion, the information is fairly stated in all material respects in relation to the basic financial statements taken as a whole. Respectfully submitted 



FINANCIAL STATEMENTS 



Louisiana Public Facilities Authority 
as of December 31, 1997 ASSETS Current Assets: Cash and Cash Equivalents Interest Bearing Deposits Investment Securities Held to Maturity Receivables: Advance Costs - Projects Program Administrative Fees Financing Application Fees Project Financing Fees Annual Issuer Fees Accrued Interest and Dividend Receivable Other Prepaid Expenses Total Current Assets Property and Equipment: Office Furniture and Equipment Leasehold Improvements 

Less: Accumulated Depreciation and Amortization 
Interest Bearing Deposits - Long-Term Investment Securities Held to Maturity - Long-Term Receivables - Long-Term: Reimbursable Bond Issuance Costs, Less Allowance for Doubtful Accounts of $95,000 Other Asset: Escrow Deposit for 1984 Student Loan Program Total Assets 
Current Liabilities Accounts Payable: State of Louisiana Other Accrued Expenses: Pension Contribution Payroll Taxes 

LTABILITIES AND FUND EOUITY 

Total Current Liabilities Fund Equity: Retained Earnings Unreserved - Undesignated Total Fund Equity Total Liabilities and Fund Equity 

Exhibit A 

$10,851,095 2,376,000 500,349 
11,704 118,755 7,865 139,060 7,065 91,419 3.520 379,388 25.187 14,132,019 658,797 3.800 662,597 (594.429) 68,168 1,868,317 2,030,231 
820,471 536 $18,919,742 
$ 4,339,170 63.132 4,402,302 40,682 406 41,088 4,443,390 14.476,352 14,476,352 $18,919,742 

The accompanying notes are an integral part of this statement. 3 



Louisiana Public Facilities Authority 
for the year ended December 31, 1997 

Operating Revenues: Program Investment Earnings Project and Program Administrative Fees: Finance Acceptance Fees Multi-Family Annual Issuer Fees Program Administrative Fees Financing Application Fees Other Income Total Operating Revenues Operating Expenses: Legal and Accounting Services Administrative Services Employees' Salaries and Benefits Trustee Per Diems Provision for Uncollectible Receivables Depreciation and Amortization Rent Insurance Office Expense Dues and Subscriptions Travel Business Promotion and Economic Development Bond Issuance Costs Other Total Operating Expenses Income from Operations Non-Operating Revenues (Expenses): Interest Income Total Non-Operating Revenues (Expenses) Net Income Retained Earnings - Beginning of Year Retained Earnings - End of Year 

Exhibit 

$ 134,904 

1,753,635 
219,243 11,931 683,131 61,800 9,224 38,444 97,892 19,094 78,703 60,048 69,186 40,401 i0,000 50.277 1,449,374 304,261 
737.015 737,015 1,041,276 13.435.076 $14,476,352 

The accompanying notes are an integral part of this statement 4 



Louislana Public Facilltles Authority STATEMENT OF CASH PI.OWS for the year ended December 31, 1997 
Cash Flows From Operating Activities: Income from Operatlons Adjustments to Reconcile Income from Operations to Net Cash Provlded by Operating Activities: Depreciation and Amortization Provision for Uncollectible Receivables Changes in Assets and Liabilities: (Increase) Decrease in Receivables (Increase) Decrease in Prepaid Expenses (Increase) Decrease in Other Asset Increase (Decrease) in Accounts Payable - State of Louisiana Increase (Decrease) in Accounts Payable - Other Increase (Decrease) in Accrued Expenses Net Cash Provided by Operating Activities Cash Flows From Capital and Related Financing Activities: Purchase of Property and Equipment Net Cash Used in Capital and Related Financing Activities Cash Flows From Investing Activities: Purchase of Interest Bearing Deposits and Investment Securities Proceeds from Sale and Maturities of Interest Bearing Deposits and Investment Securities Interest on Investments and Cash Equivalents Net Cash Provided by Investing Activities Net Increase in Cash and Cash Equivalents Cash and Cash Equivalents - Beginning of Year Cash and Cash Equivalents - End of Year 

Exhibit=_C 

$ 304,261 
38,444 9,224 
(190,129) (5,134) 3,698 4,339,170 47,210 742 4,547,486 
~1. i0_2 (1,102) 
(6,191,828) 
5,826,922 737.015 372,109 4,918,493 5.932.602 810,851,095 

The accompanying notes are an integral part of this statement 5 



Louisiana Public Facilities Authority 
December 31, 1997 

Note 1 - General Information and Summary of Significant Accounting Policies - The Louisiana Public Facilities Authority (the Authority), a public trust, was organlzed on August 21, 1974, under the provisions of the Louisiana Publlc Trust Act R.S. 9:2341 et seq. The Authority oper- ates under a Board of Trustees. The purposes of the Authority are to promote, encourage and further the accomplishment of all activities which are or may become of benefit to the State of Louisiana and which have a public purpose. To accomplish these purposes, the Authority issues bonds which pro- vide the proceeds for the furtherance and accomplishment of various public purposes. The issuance of such obligations has been accounted for through trustee accounts maintained with various banks appointed as trustees. The obligations are limited and special obligations of the Authority and, as such, the Authority does not normally have any claims to assets or liabilities relating to the Bond issues. Accordingly, such transactions are not included in the accompanying financial statements until such time as an asset or liability has been determined to exist relating to residual amounts. Total bond principal outstanding at December 31, 1997, for Programs and Projects was approximately $913,000,000 and $1,931,000,000, respectively. The accounting and reporting policies of the Authority conform to generally accepted accounting principles applicable to governments. Such accounting and reporting procedures also conform to the requirements of Louisiana Revised Statute 24:517 and to the guides set forth in the industry audit guide, Audits of State and Local Governmental Units. The following is a summary of certain significant accounting poli- cies: A. Financial Reoortina Entity This report includes the accounts which are controlled by or dependent on the Louisiana Public Facilities Authority's Board of Trustees. Control by or dependence on the Board was deter- mined on the basis of budget adoption, authority to issue debt, election or appointment of governing body, and other general oversight responsibility. The accompanying financial statements only include the financial information of the Louisiana Public Facilities Authority and no other organization. 



Louisiana Public Facilities Authority OTEq TO ~TNANCTAL STATEMENTS (CONTINTIE~ 

B. Fund Accountina 

C. 

D. 

December 31, 1997 
The Authority has only one fund to which all accounts are organized and accounted for as a single entity. This fund is operated as an Enterprise Fund which is used to account for operations that are financed and operated in a manner similar to a private business. Plx~~ Am~t~ and T,ona-Term Liabilities Depreciation Authority is Depreciation mated useful mated useful 

and amortization of all fixed assets used by the charged as an expense against its operations. and amortization has been provided over the esti- lives using the straight-line method. The esti- lives are as follows: 
Office Furniture and Equipment Leasehold Improvements 5 - 7 Years I0 Years All fixed assets are stated at historical costs. T'm.~7~l-mc~'nf in D~ht ~Dd Marketab]e Eauitv Securities The Authority invests in debt and marketable equity securities. Debt securities consist primarily of obligations of the U.S. government. Marketable equity securities consist primarily of mutual funds with investments in U.S. government obligations. In accordance with the provisions of FASB Statement 115, securities are divided into two separate classifications - held to maturity and available for sale. The Authority does not engage in trading activities. Management determines the appropriate classification of securities at the date individual investment securities are acquired, and that the appropriateness of such classification be reassessed at each balance sheet date. Classification of investment securities and the related accounting policies are as follows: 



Louisiana Public Facilities Authority NOTES TO FINANCIAL STATEMENTE (CONTTN[TV.~ December 31, 1997 
~ Held-to-maturity securities consist solely of debt securities which the Authority has the positive intent and ability to hold to maturity and are stated at amortized cost. ~ Available-for-sale securities consist of debt securities and marketable equity securities not classified as trading or held-to-maturity. Available-for-sale securities are stated at fair value, and unrealized holding gains and losses, are reported as a separate component of fund equity. ~ Premiums and discounts on investments in debt securities are amortized utilizing the straight-line method over their contractual lives. Use of this method does not result in a material difference from the interest method required by generally accepted accounting principles. Interest on debt securities is recognized in income as earned, and divi- dends on marketable equity securities are recognized in in- come when declared. Realized gains and losses, including losses from declines in value of specific securities deter- mined by management to be other-than-temporary, are included in income. Realized gains and losses are determined on the basis of the specific securities sold. ~ Transfers of debt securities into the held-to-maturity clas- sification from the available for-sale classification are made at fair value on the date of transfer. The unrealized holding gain or loss on the date of transfer is retained in the separate component of fund equity and in the carrying value of the held-to-maturity securities. Such amounts are amortized over the remaining contractual lives of the securi- ties utilizing the straight-line method. ~ The fair value for cash and cash equivalents is based on a reasonable estimate of fair value. The fair value of invest- ments is based on quoted market prices or dealer quotes, if available. If a quoted market price is not available, fair value is estimated using quoted market prices for similar investments. E. Basis of Accountin~ Assets, liablllties, retained earnings, revenue and expenses are recognized on the accrual basis of accounting whereby revenues are recognized when they are earned and expenses are recognized when incurred. 



F. 

Louisiana Public Facilities Authority NOTES TO FINANCIAL STATEMENTS (CONTTNTT~ December 31, 1997 

Proaram Investment Earninas 
Program Investment Earnings consist primarily of residual funds of retired bond issues. Residual proceeds represent cash and investment balances of a bond issue which remain after the extinguishment of all obligations, including appli- cable arbitrage rebate to the federal government. The residu- als are due to the Authority unless the issue's Indenture of Trust identifies another recipient. The residual funds are recognized as income to the Authority upon the termination of the issue's Indenture of Trust. Prn~ect and Proaram Adm~n~stratlve Fees Vin~nne Accentance Fee The Authority requires a financing acceptance fee usually equal to one-tenth of one percent of the face amount of issued bonds. The financing acceptance fee covers general administration expenses incurred by the Authority. This fee is due upon the closing of a bond issue and is recorded as revenue at such time. M111t-~-VsmJ]v Annua] Tssner Fees The Authority assesses an annual issuer fee on all multi- family bond issues. The fee is based upon a percentage of the outstanding bond principal balance as of January 1 of each year. The percentage usually is either one-twentieth of one percent for pre 1985 issues or one-tenth of one per- cent for issues thereafter. The fee covers general adminis- tration expenses incurred by the Authority. 
The Authority acts as both the issuer and administrator for certain bond programs. The Authority is compensated as administrator through a fee based upon a percentage of either the outstanding bonds or assets of the program. The percentages vary from one-tenth of one percent to seven- tenths of one percent. The fee is assessed to cover program administrative costs incurred by the Authority. 



Louisiana Public Facilities Authority 
December 31, 1997 

FJnancJna Annl~cation Fee The Authority assesses a $2,500 non-refundable finance application fee on all project financing applications for- mally submitted for consideration by the Authority's Board of Trustees. G. Income Taxes NO provision is made for income taxes because, as a public trust of the State of Louisiana, the Authority is exempt from federal and state income taxes. H. Statement of Cash Flows For purposes of the Statement siders all highly liquid assets) with a maturity of to be cash equivalents. I. Estimates and Assumptions 
of Cash Flows, the Authority con- investments (including restricted three months or less when purchased 

The preparation of financial statements in conformity with gen- erally accepted accounting principles requires management to make estimates and assumptions that affect the reported amount of assets and liabilities and disclosure of contingent assets and llabllities at the date of the financial statements and the reported period. Actual results could differ from those esti- mates. Note 2 - Cash, Cash Equivalents and Investments - The Authority maintains cash, certificates of deposit and investment pools available for use by the Authority. DePosits - At year end the carrying amount of the Authority's depos- its was $15,095,262 and the bank balance was $15,137,368. Cash Equivalents and Investments - The Authority's investments are categorized below to give an indication of the level of risk assumed by the Authority at year end. Category 1 includes deposits or investments that are insured or registered or for which the securi- ties are held by the Authority or its agent in the Authority's name. Category 2 includes uninsured and unregistered investments for which the securities are held by the broker's or dealer's trust department or agent in the Authority's name. Category 3 includes 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. i0 



Louisiana Public Facilities Authority NO~~ TO VTNANCTAT, R~A~VMVNTR (CNNmTNNV~ 

CATEGORY 

December 31, 1997 

1 2 UNREALIZED CARRYING FAIR (GAIN) AMQUNT __ VALUE LOSS Operating Bank Account $ I00,000 $102,086 $ $ 202,086 $ 202,086 $ Investment Management Accounts: Money Market Accounts Time Certi- ficates of Deposit with Various Banks 4,628,317 Other Accounts: Money Market Accounts Cash on Hand 

4,883,484 4,883,484 4,883,484 

5,381,375 150 
4,628,317 4,628,317 
5,381,375 150 5,381,375 150 84,728,317 $102,086 $10,265,009 15,095,412 15,095,412 

Held to Maturity Investments: U.S. Treasury Notes Other Total Held to Maturity In- vestments 

ii 

2,499,934 30646 2,507,157 30,646 (7,223) 
2,530,580 2,537,803 (7,223) $17,625,992 $17,633,215 $ (7,223) 



Louisiana Public Facilities Authority 
December 31, 1997 

The amortized cost and fair value of debt securities classified as held to maturity investments, by contractual maturity, as of Decem- ber 31, 1997 are as follows: 
1998 1999 2000 2001 2002 

AMORTIZED COST $ 500,349 500,274 1,199,906 330.051 $2,530,580 

FAIR VALUE 501,250 503,595 200,812 332.146 $2,537,803 
Cash, Cash Equivalents and Investments are included in the accompa- nying Balance Sheet under the following captions: Cash and Cash Equivalents Interest Bearing Deposits - Current Investment Securities Held to Maturity - Current Interest Bearing Deposits - Long-Term Investment Securities Held to Maturity - Long-Term 

810,851,095 2.376.000 500,349 1,868,317 2.030.231 $17,625,992 
Note 3 - Leases In January 1996, the Authority moved to a new office and entered into a three year operating lease. Rental expense applicable to the Authority's offices included in rent expense for 1997 was $97,892. Future minimum lease payments under the current office lease are as follows: 1998 1999 

12 

$ 97,981 17.872 $ 115,853 



Louisiana Public Facilities Authority NOTES TO FINANCIAL STATEMENTS (CONTTNTTED December 31, 1997 

Note 4 - Employee Retirement Plan The Authority sponsors a defined contribution employee retirement plan which covers all employees who have over 500 hours of service with the Authority. Contributions to the plan are subject to a min- imum funding requirement of 7~% of eligible employee salaries. Amounts above the minimum requirements are discretionary, as deter- mined by the Board of Trustees. Total contributions are included in Employees' Salaries and Benefits in the accompanying financial statements. The Authority has no additional liability upon the retirement of an employee. The total contribution approved during the year ended December 31, 1997 was $40,682. Note 5 - Litigation - Because of the Authority's status as an issuer of bonds, it is routinely named in various litigation related to the funded projects and programs. In the opinion of management and legal counsel for the Authority, these claims are without merit because of the Author- ity's limited position as only a conduit for the bond issues. In 1997, the Authority entered into an agreement to settle a 12-year lawsuit that alleged various violations of Federal and State anti- trust laws and unfair trade practices by the Authority in the conduct of its business. The Authority responded to this sult by denying any liability and has vigorously defended itself durzng the 12 year history of this litigation. As a means of avoiding the expense and uncertainty of this continued litigation, the Authority entered into a settlement agreement in which the Authority once again denied any wrong doing but which required, among other things, a settlement payment of $86,426 to the plaintiffs in exchange for dismissal of the lawsuit. This settlement payment is included in Legal and Accounting Services expense. Note 6 - Commitments and Contingencies - ~Jn Continaencv Beneficial Interest in Special Purpose, Non-Profit Corporations The Authority is a sole member in two Louisiana special purpose, non-profit corporations. These corporations were created to facilitate the perfection of certain obligations under repurchase agreements involved with the participating letter of credit banks associated with specific bond issues. The Authority, as sole 
13 



Louisiana Public Facilities Authority {%TEq TO FINANCIA December 31, 1997 INUED) 

member of these corporations, is the beneficiary of any remaining funds upon the dissolution of these corporations. The corpora- tions, along with their respective cash balances as of Decem- ber 31, 1997 are as follows: 
Louisiana Capital Funding Corporation Louisiana Equipment Finance Corporation Total Funds in Which the Authority has a Beneficial Interest 

CASH BALANCE AS OF DECEMBER 31. 1997 $ 16,304 19.395 $ 35,699 
The above cash balances are not included in these financial state- ments. Note 7 - Escrow Deposits - An escrow deposit was established in the amount of $i00,000 and was deposited with American Bank and Trust Company (predecessor to Han- cock Bank) as escrow agent for the 1984 Supplemental Student Loan Revenue Bonds, Series B and C. At the end of each calendar year, the Escrow Agent is to disburse to the Authority the excess of the balance of the Escrow Deposit over the aggregate amount of principal outstanding on the "Rejected Loans" of this program plus 120 days interest thereon computed at 36% per annum. At December 31, 1997, $3,520 was due from the Escrow Agent and is included as an Other Receivable. The balance remaining with the Escrow Agent at Decem- ber 31, 1997 is $536. This amount is included in the financial statements as an Other Asset. Note 8 - Fair Value of Reimbursable Bond Issuance Costs - In its capacity as issuer of bond Programs and Projects, the Authority may from time to time advance funds to facilitate the issuance of certain bonds. These advances or Reimbursable Bond Issuance Costs are interest free and are to be repaid with residual proceeds from the individual Programs or Projects. 

14 



Louisiana Public Facilities Authority OTES TO FINANCIAL STATEMENTS ~CONTTN[TED December 31, 1997 
The fair value for these Reimbursable Bond Issuance Costs are estimated using discounted cash flow analyses, with interest rates similar to the rate of return that the Authority receives on its investments. The terms used in calculating discounted cash flows are estimated based upon the maturity dates of the bond issues in which monies were advanced. The carrying value and fair value of Reimbursable Bond Issuance Costs are as follows: 
Reimbursable Bond Issuance Costs 
Note 9 - Accounts Payable - 

CARRYING VALUE FAIR VALUE $ 820,471 8527,655 
In December 1997, the Authority received a refund of 84,339,170 representing the arbitrage rebate liability previously paid in connection with the Louisiana Public Facilities Authority Special Assessment Revenue Bonds (Unemployment Compensation Funding Program) Series 1987. These Bonds were defeased in 1993 and subsequently redeemed, paid in full, and canceled in 1994. Management is uncertain as to the proper disposition or use of these funds since all of the contracts and agreements with respect to these Bonds were canceled and discharged in connection with the defeasance and payment in full of the Bonds and are therefore no longer in force or effect. The Authority is presently seeking direction from the State of Louisiana regarding this matter. Since the Unemployment Compensa- tion Funding Program was developed for the benefit of the State of Louisiana and until such time that the uncertainty regarding the proper disposition or use of these funds is resolved, at Decem- ber 31, 1997, the amount is included in Cash and Cash Equivalents and is classified as an Accounts Payable to the State of Louisiana. 

15 



SUPPLEMENTARY INFORMATION 



Louisiana Public Facilities Authority SCHEDULE OF PER DTV.M.q PAYD TRILqq~V~ for the year ended December 31, 1997 

Victor Bussie - Chairman Thomas A. Antoon - Vice Chairman Owen Brennan, Jr. - Secretary/Treasurer Lemon Coleman, Jr. - Assistant/Treasurer Florice D. Barron - Assistant Secretary 

16 

Schedule 

31,500 12,300 11,400 6,600 $ 61,800 



INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 6~OV~RNME~T AT]DTTTN~ ~TANDADD~ 



Randy J, Bonnecaze, CPA* Joseph D. Richard, ln, CE4~ Ronme E, Stamper, CPA* Fernand E Genre, CPA* Stephen M. Hugglns, CPA* M,,m, r~ L Zmno, CPA [~ n hi L Gagnet, CPA* II .I, I Nelson, CPA* t I, -i, [~ Viator, CPA k mt ~ E Monroe, CPA ~A P~fess~onal A~azlntmg Corporatmn 

2322 Trem~,n~ D~lve, Suite 200 Baton R,,w_', LA 70809 Phone c ~14 ~ ~~28-4770 Fax: ~504) 926-0945 
March 13, 1998 

To the Board of Trustees Louisiana Public Facilities Authority Baton Rouge, Louisiana 

Members American I~,~mt,t~ ,,t Cerri~ied Pubhc Ac~ ,,Imt~mt~ 1111 S. Range Avenue, bmtc I(,i Denham Springs, LA 70726 

We have audited the financial statements of the Louisiana Public Facilities Authority (the Authority) as of and for the year ended December 31, 1997, and have issued our report thereon dated March 13, 1998. We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial audits contained in Government Auditin~ Standards, issued by the Comptroller General of the United States. ~omolience As part of obtaining reasonable assurance about whether the Author- ity'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 state- ment 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 Auditina Standards. Tntern~l Cnntrol Over Financial ReDortJna In planning and performing our audit, we considered the Authority'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. Our consideration of the internal control over financial reporting would not necessarily disclose all matters in the internal control over financial reporting 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 
17 



does not reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to the financial state- ments 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. This report is intended for the information of the Board of Trustees, management and the Louisiana Legislative Auditor. However, this report is a matter of public record, and its distribution is not limited. Respectfully submitted, 
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