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INDEPENDENT AUDITORS' REPORT

To the Board of Trustecs of the
Monroc-West Monroe (Ouachita Parish)
Public Trust Financing Authority

We have audited the accompanying individual program and unrestricted fund balance sheets of the

Monroc-West Monroe (Ouachita Parish) Public Trust Financing Authority (the Authority) as of July 31,
1998 and 1997, and the related individual statements of revenues, expenses and changes in fund balances
(deficit) and cash flows for the years 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

oh our audits.

We conducied our aundits in accordance with generally accepted auditing standards and Government
Auditing Standards, 1ssued 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
ar¢ frec of matenal 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 estimatcs made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, such financial statements present fairly, in all material respects, the financial position of
cach of the individual programs and the unrestricted fund of the Authority at July 31, 1998 and 1997,
and their revenues, expenses and changes in fund balances (deficit) and their cash flows for the years
then ended in conformity with generally accepted accounting principlcs.

As discussed in Note 1 to the financial statements in the year ended July 31, 1998, the Authority changed
its method of accounting for investments to conform with Government Accounting Standards Board
Statement No. 31, “Accounting and Financial Reporting for Certain Investments and for Externa)
Investment Pools™ and, retroactively, restated the financial statements the year ended July 31, 1997 for

the change.

In accordance with Government Auditing Standards, we have also 1ssued a report dated October 16,
1998 on our consideration of the Authority’s internal control structure and a report dated October 16,
1998 on its compliance with laws and regulations.

DLt ¥ Teiche Lie

October 16, 1998

Deloitte Touche
Tohmatst
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MONROE-WEST MONROE (OUACHITA PARISH)
PUBLIC TRUST FINANCING AUTHORITY

NOTES TO INDIVIDUAL FUND FINANCIAL STATEMENTS
YEARS ENDED JULY 31, 1998 AND 1997

1. ORGANIZATION

The Monroc-West Monroe (Ouachita Panish) Public Trust Financing Authority (the Authority) was
created through a Trust Indenture dated February 28, 1979 pursuant to provisions of Chapter 2-A of Title
O of the Louisiana Revised Statutes of 1950, as amended. The initial legislation and subsequent
amendments grant the Authority the power to obtain funds and to use them to promote the financing and
development of any e¢ssential program conducted in the public interest within the boundarnies of Quachita

Parish, Louisiana.

The Authority's operations were originated through two single family mortgage revenue bond programs
issucd in 1979 and 1980 under which the Authority promoted residential home ownership through the

acquisition of mortgage loans sccured by first mortgage liens on single family residential housing.

On July 27, 1988, the Authority tssued $26,756,893 in Taxable Collateralized Mortgage Refunding
Bonds dated July 1, 1988 (the 1988 Program), for the purpose of providing for the satisfaction of all
future dcbt service obligations of the outstanding bonds of the Authority's 1979 Program. The Authority
cntered into an Escrow Deposit Agrecment with a local bank pursuant to which there have been deposited
sufficicnt funds and U. S. Government Obligations (as dcfined in the 1979 Indenture) to provide for
repayment of the 1979 bonds pursuant to the 1979 Indenture. Simultancously, the mortgage loans
reccivable and certain funds of the 1979 Program werc transferred to the 1988 Program and to the
Authority's Unrestricted Fund. The Authority provided additional security for the repayment of the Bonds
Payable in the amount of $110,000 on the date of refinancing. This amount is included in U. S.
Government Securities and wall revert to the Unrestricted Fund when the Bonds are paid.

On November 30, 1990, the authority issucd $3,360,000 in Revenue Refunding Bonds (the 1990A
Program) and $1,560,000 in Taxable Refunding Bonds (the 1990B Program). On December 31, 1990,
the Authonity issued $12,000,000 par value in Tax-Exempt Capital Appreciation Refunding Bonds
(1990C Program). The procecds from these bonds along with the proceeds from the sale of the 1980
Program investments were used to redecm the outstanding 1980 Program bonds payable. Simultancously,
thc 1980 Program mortgage loans receivable were transferred to the 1990A and 1990B Programs. Upon
redemption of all 1990B Program bonds payable, the remaining assets in the 1990B Program will revert
to the 1990C Program as securnty for its bonds payable.

The bonds issued by the Authority are general obligations of the Authority and are not obligations of the
State of Louisiana or any other political subdivision thercof.

- 10 -



The Authority's Board of Trustecs 1s empowered under the bond trust indentures and the bond program
agreecments to contract with outside parties to conduct the day-to-day operations of the programs. The

Authority utilizes area financial institutions to service the mortgage loans acquired. In addition, two
financial institutions have been designated as trustees of the separate bond programs and have the
fiduciary responsibility for the custody and investment of funds. The Board of Trustees may, in their
discretion, transfer any or all of the assets of the Authority which are not pledged to the payment of any
bonds or other evidences of indebtedness of the Authority to the City of Monroe and the City of West
Monroc in the ratio of 57.2% and 42 8%, respectively.

SUMMARY OF SIGNIFICANT ACCOUNTING AND REPORTING POLICIES

Basis of Accounting and Reporting - The Authority follows the accrual basis of accounting and operates
certain funds established by the Bond Trust Indentures, The funds, which are maintained by the Trustecs,
provide for the accounting for bonds issued, debt service and bond redemption requirements, investments,
and related revenues and expenses. The individual funds for each bond program are aggregated in the
accompanying individual fund financial statements.

Amortization - Bond issuance costs, including underwriters' discount on bonds sold, are being amortized
over the lives of the bonds, using the effective interest method.

Deferred financing costs related to bonds calied 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.

Discounts arc amortized over the lives of the related asscts or hiabilities as yield adjustments based upon
the principal amounts outstanding.

Statement of Cash Flows - For purposes of the statement of cash flows, the Authority considcrs all
highly liguid investments with a maturity of threc months or less when purchased to be cash equivalents,

Use of Estimates - The preparation of financial statements in conformity with generally accepted
accounting principles requircs management to make estimates and assumptions that affect the reported
amounts of asscts and liabilitics and disclosure of contingent assets and liabilitics at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

Investments - During the ycar ended July 31, 1998, the Authority adopted the provisions of Government
Accounting Standards Board Statement (GASBS) No. 31, “Accounting and Financial Reporting for
Centain Investments and for External Investment Pools,” and, retroactively, restated the financial
statements for the year ended July 31, 1997. GASBS No. 31 requires that all investments be reported at
fair valuc with gains and Josses included in the statements of revenues, expenses and changes in fund
balances (deficit).

- 11 -



The following is a reconciliation of fund balances (deficits) as of July 31, 1996, as previously reported, to
fund balances (deficits) as restated (in thousands):

Total fund balances as previously reported, July 31, 1996 $ 8,583
Recognition of fair value of investments 1,018
Total fund balances as restated, July 31, 1996 $ 9,601
Total rctained deficit as previously reported, July 31, 1996 $(5,282)
Recognition of fair value of investments 3,303
Total retained deficit as restated, July 31, 1996 $(1,979)

The restatement increased investment income by $1,663,000 and $972,000 for the years ended July 31,
1998 and 1997, respectively.

CASH AND INVESTMENTS

The Authority's programs and Unrestricted Fund maintain deposits at the trustec banks. The balances of
these deposits at July 31, 1998 and 1997 were entirely insured. The Authority also has funds, classified
as "Cash and Cash Equivalents" on the balance sheet, which represent interests 1n uninsured money
market mutual funds,

In addition to the deposits described above, the Authonity also has investments in U.S. Government
securitics. Investments are stated at fair value with gains and losses included in the statements of
revenucs, expenses, and changes in fund balances (deficits).

The U.S. Government securities of the 1979 Program, the 1990A Program and the 1990B Program are
restricted for debt service on the respective Program's bonds and payment of various program expenses.
All securnities are held by the trustec banks in the Authonty's name.

MORTGAGE LOANS RECEIVABLE

The 1988 Program's mortgage loans reccivable were originally acquired under the 1979 Program and
were transferred to the 1988 Program at a discount upon the 1979 Program's defcasement. These notes
have stated interest rates of 7.875% yielding approximately 11.3%, have scheduled maturities in 2009,
and arc sccured by first mortgages on the related real property. The remaining unamortized discount on
mortgage Joans was approximatcly $2,263,000 and $2,566,000 at July 31, 1998 and 1997, respectively.

The 1990A Program’s mortgage-backed securitics represent Federal Home 1.oan Mortgage Corporation
securities collateralized by mortgage loans receivable originally acquired under the 1980 Program. These
loans bear interest rates of 9.625%, have scheduled maturities in 2000, and are secured by first mortgages

on the related real property.

The 19908 Program's mortgage loans receivable were originally acquired under the 1980 Program and
were transferred to the 1990B Program upon the 1980 Program's redemption. These notes have stated

intcrest rates of 9.625%, have scheduled maturities in 2000, and are secured by first mortgages on the
related real property.

~12 -



The morigage loans reccivable are serviced by the participating mortgage lenders who receive monthly
compensation based upon the unpaid principal balances of the mortgage loans. The mortgage loans were
made through conventional, FHA, and VA programs sponsored by the various participating mortgage
lenders. In addition to the customary insurance required of the mortgagors, the Authority has obtained
insurance on the mortgage loans under a supplemental hazard policy, service performance bonds, and a
master trust policy for mortgagor defaults.

BONDS PAYABLE

Each program's bond debt service requirements are secured by the assets and revenues of the respective
program in accordance with the respective bond trust indenture. Outstanding bonds payable are due on a
term and serial basis and bear interest at rates as follows at July 31, 1998 and 1997:

1008 1997
{in thousands)

1979 Program:

Single Family Mortgage Revenue Bonds,

duc scrially and term through 2011,
6.5% to 7.2% statcd rate $24,950 $25,810

1988 Program:
Single Family Mortgage Revenuc Bonds,
duc Junc 30, 2011, 7.30% stated rate,

9.51% effective yicld $ 8,227 $ 9,790
Less related discount (2,020) (2,254)

$ 6207 § 7536

1990A Program:

Recfunding Bonds, due May 20, 2002,
8.5% stated rate $ 507 $ 745

19908 Program:
Taxable Refunding Bonds, due August 15, 2014,
8.125% stated rate, 9.20% cffective yield $ 107 $ 269
Less rclated discount (60) (74)

\) 47 $ 195

1990C Program:
Tax-Exempt Capital Appreciation Refunding
Bonds, duc August 20, 2014, 7.86% effective
yicld 12,000 12,000
Less rclated discount (8,596) (8,853)

$ 3404 $ 3,147

- 13-



The 1988 Program, 1990A Program, and 1990B Program bonds are structured such that the monthly
principal remittances received from mortgage loans are passed through to bondholders as monthly
principal redemptions of bonds payable. The 1990C Program bonds are compound interest bonds;
interest is paid to bondholders at maturity. The bonds are subject to early redemption provisions as
described in the respective Bond Trust Indentures at redemption prices equal to the principal amounts of
the bonds redeecmed plus accrued interest to the applicable call dates. In connection with early bond
redemptions, deferred financing costs related to the bonds called are charged to expense. Scheduled 1979
Program bond principal maturities for each of the next five fiscal years are as follows (in thousands):

1999 $ 930
2000 1,020
2001 1,185
2002 1,285
2003 1,385

BOARD OF TRUSTEES EXPENSES

The members of the Authority's Board of Trustees receive no fees for their services but are reimbursed for
their actual travel expenses incurred in the performance of their duties as Trustees of the Authority.

DISTRIBUTION TO CITIES

During fiscal 1997, the Authority made distributions from the Unrestricted Fund to the cities of Monroc
and West Monro¢, Louisiana, of $1,725,000 and $1,700,000, respectively.

During fiscal 1998, the Authority made no distributions from the Unrestricted Fund to the citics of
Monroc and West Monroe, Louisiana.
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE AND ON INTERNAL
CONTROL. OVER FINANCIAL REPORTING BASED UPON THE AUDIT PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS.

To the Board of Trustecs of the
Monroc-West Monroe (Ouachita Parish)
Public Trust Financing Authority

We have audited the financial statements of Monroc-West Monroc {Quachita Parish) Public Trust
Financing Authority (the “Authority”), as of and for the year ended July 31, 1998, and have issued our
rcport thereon dated October 16, 1998. We conducted our audit in accordance with gencrally accepted
auditing standards and the standards applicable to financial audits contained in Governmental Auditing
Standards, 1ssued by the Comptroller General of the United Statcs.

Compliance

As part of obtaining reasonable assurance about whether the Authority’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grants, noncomphance 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
rcsults of our tests disclosed no instances of noncompliance that are required to be reported under
Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considcred Monroe-West Monroe (Quachita Parish) Public
Trust Financing 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 intermal control over
financial reporting would not necessarily disclose all matters in the internal control over financial
reporting that might be matenal weaknesses. A material weakness is a condition in which the design or
opcration 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 peniod by employecs 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 weaknesscs.
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This report is intended solcly for the information of management and the Board of Trustees of the
Authority and the State of Louisiana Legislative Auditor and is not intended to be and should not be used
by anyone other than these specified parties.

Q&Qgﬁﬁb“ Telos LGP

October 16, 1998



