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Postlethwaite & Netterville

A Professional Accounling Corporation

Independent Auditors' Report

The Board of Trustees of
The Finance Authority of New Orleans

Report on the Financial Statements

We have audited the accompanying financial statements of the proprietary fund and fiduciary fund of the
Finance Authority of New Orleans (the Authority) as of and for the year ended December 31, 2018, and the
related notes to the financial statements, which collectively comprise the Authority’s basic financial
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, 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 from material misstatements.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the proprietary fund and fiduciary fund of the Authority as of December 31,
2018, and the respective changes in its financial position and, where applicable, cash flows thereof, for the
year then ended in accordance with accounting principles generally accepted in the United States of
America.
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Correction of an Error

As described in Note 2 to the financial statements, the Authority identified an error in the elimination of
inter-entity balances. Accordingly, amounts reported for due to other funds and beginning net position
have been restated in the 2018 financial statements now presented, and an adjustment has been made to net
position as of December 31, 2017, to correct the error. Our opinions are not modified with respect to this
matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 3 through 6 be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit
of the basic financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or provide
any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprises the Authority’s basic financial statements. The Schedules of Individual Statements of Net
Position, Individual Statements of Revenues, Expenses and Changes in Net Position, and Compensation,
Benefits, and Other Payments to Agency Head on pages 20-22 are presented for purposes of additional
analysis and are not a required part of the financial statements. The Schedules are the responsibility of
management and were derived from and relate directly to the underlying accounting and other records used
to prepare the basic financial statements. Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and certain additional procedures, including comparing
and reconciling such information directly to the underlying accounting and other records used to prepare
the basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In
our opinion these supplemental schedules are fairly stated in all material respects in relation to the basic
financial statements as a whole.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 27, 2019,
on our consideration of the Authority’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is solely to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness
of the Authority’s internal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards in considering the Authority’s
internal control over financial reporting and compliance.

Trtlidtuatc ¥ 7] o Ml

Metairie, Louisiana
June 27, 2019



THE FINANCE AUTHORITY OF NEW ORLEANS

MANAGEMENT’S DISCUSSION AND ANALYSIS

DECEMBER 31, 2018

The Management's Discussion and Analysis of The Finance Authority of New Orleans (the Authority)
presents a narrative overview and analysis of the Authority's {inancial activities for the year ended
December 31, 2018. This document focuses on the current period's activities, resulting changes, and
cuwrrently known facts in comparison with the prior period's information. Please read this document in
conjunction with the Authority's financial statements, which begin on page 7.

The financial statements nclude the totals of the similar accounts of cach of the Authority's bond
programs and the Operating Fund, NOHMA Development Corporation, Unrestricted Fund Pathways to

Homeownership New Orlcans, Inc., and the Market Rate Program.

OVERVIEW OF THE FINANCIAL STATEMENTS

The financial report consists of four parts: management's discussion and analysis (this section), the basic
financial statements, the notes to the financial statements, and supplementary information.

Government-wide Financial Statements — Enterprise Fund

The Authority’s principal activities of promoting the development of residential housing (single or
multi-family dwellings) in the City of New Orlcans, Louisiana, primarily for persons of low and
moderate incomes are accounted for in a single proptictary fund — the enterprise fund. Lnterprise funds
are used to report business activities. Since the enterprise fund is the Authority’s single activity, its
financial statements are presented as the Authority’s government-wide financial statements.

The financial statements provide both long-term and short-term information about the Authority’s
overall financial status. The financial statements also include notes that explain some of the information
in the financial statements and provide more detailed data. The statements are followed by a section of
supplementary information that further explains and supports the information in the financial statements.

The Authority’s financial statements arc prepared on the accrual basis of accounting in conformity with
accounting principles generally accepted in the United States of America (GAAP) as applied to
government units. Under this basis of accounting, revenues are recognized in the period in which they
are earned and expenses are recognized in the period in which they are incurred in the Statements of
Revenucs, Expenses, and Changes in Net Position. All assets and liabilities associated with the operation
of the Authority are included in the Statement of Net Position.

The Statement of Net Position presents financial information on all of the Authority’s assets, liabilities,
and deferred inflows/outflows of resources, with the difference reported as nel position. Over time,
increases and decreases in net position may serve as a useful indicator of whether the financial position
of the Authority is improving or deteriorating.

Fund Financial Statements — Fiduciary Fund

The fiduciary fund is vsed to account for resources held for the benefit of parties outside the government.
The fiduciary fund is not reflected in the government-wide financial statements because the resources



THE FINANCE AUTHORITY OF NEW ORLEANS

MANAGEMENT’S DISCUSSION AND ANALYSIS

DECEMBER 31, 2018

of that fund is not available to support the Authority's own programs. The accounting used for fiduciary
funds is much like that used for proprietary funds.

FINANCIAL HIGHLIGHTS

The Authority's assets exceeded its liabilities as of December 31, 2018 by $15,297,000. This represents
a 9% decrease from the prior year.

The Authority's mortgage-backed and other securities had net realized and unrealized losses of $492,000
in the year ended December 31, 2018 compared to net realized and unrealized losses of $233,000 in the
prior year.

Excluding the unrealized gains/losses on securities, the Authority's expenses exceeded revenues by
$645,000 for the year ended December 31, 2018 compared to an excess of revenues over expenses of
$659,000 in the prior year. The major reason for this change is an increase in program expenses and
decline in rental income during the period. Additionally, the Authority wrote off several uncollectible
accounts receivable.

FINANCIAL ANALYSIS OF THE AUTHORITY
Net Position

The statements of net position as of December 31, 2018 and 2017 are as follows (in thousands):
December 31,2018 December 31, 2017

Cash and cash equivalents $ 9,110 $ 10,844
U.S. Government and agency securities 1,395 1,417
Mortgage-backed securities 2372 11,869
Notes and other receivables - net 349 1,507
Other assets 1,600 1,606
Total assets 14.826 27,243
Other liabilities $ 322 $ 531
Bonds and notes outstanding 7,021 8,497
Total liabilities 7.343 9,028
Net position:
Net investment in capital assets 1,160 1,485
Restricted 701 804
Unrestricted 13,437 14,509
Total net position 15,298 16,798
Total liabilities and net position $ 22,641 3 25,826
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MANAGEMENT’S DISCUSSION AND ANALYSIS

DECEMBER 31, 2018

The Authority’s total net position at December 31, 2018 decreased to $15.3 million, a decrease of 7.0%,
from December 31, 2017. Total assets decreased by $2.9 million, or 11.4%, due primarily to the sale of
investments to pay principal and interest on the long-term debt and to fund the Authority’s operations
in addition to the write-off of uncollectible receivables of $218,000. Total liabilities deercased by $1.7
million, or 19.3%, primarily due to principal payments on long-term debt.

Net investment in capital assets represents property and equipment, principally real estate held by the
Pathways to Homeownership Program. Restricted net position represents those assets that are not
available for general use due to the terms of the various bond trust indentures under which assets are
held and pledged as security for the bonds of the Authority's Mortgage Revenue Bond Programs less the
related liabilitics. Conversely, unrestricted net position represents those assets for which there are no
such limitations.

Changes in Net Position

The summary of changes in net position are as follows:

December 31,2018  December 31, 2017
(in thousands)

Operating revenues, net of investment losses  $ 636 $ 811
Operating expenses 1,773 i,703
Deficiency in revenues over expenses 3 (1137 _$ {892)

Operating revenues decreased by $175,000, or 21.6%, in 2018 compared to 2017, primarily due to the
decrease in rental income and lender participation fees offset by a new $250,000 grant from the Clity of
New Orleans. Operating expenses increased by $70,000, or 4%, in 2018 compared to 2017, due
primarily to increascs in program expenses and bad debt expense of $173.000 and $218.000,
respectively.

Capital Assets

Capital assets decreased by $325,000 during the year ended December 31, 2018. This decrease is refated
to current year depreciation on the Authority's capital assets as well as the salc of properties during the
year. Note 6 o the financial statements summarizes activity in capital assets during the year.

Debt Administration

The Finance Authority of New Orleans had $7,021,000 in bonds and notes outstanding as of December
31, 2018, compared to $8,497,000 at the end the prior fiscal peried, a decrease of 17.4%.

The deercased debt level as of December 31, 2018 resulted primarily from the retirement of $1,476,000

of bonds in the Authority’s Single Family Program Funds. The notes to the financial statements disclose
the details of debt activity for the year ended December 31, 2018.

-6 -



THE FINANCE AUTHORITY OF NEW ORLEANS

MANAGEMENT’S DISCUSSION AND ANALYSIS

DECEMBER 31, 2018

Substantially all of the Authority's single family bond issucs had an AAA rating at December 31, 2018
due to the GNMA and FNMA sccurities pledged as collateral for the Authority's bond issucs.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

The Authority considered the following factors and next year’s budget. rates and fees. These factors
and indicators include:

¢

Housing affordability has been a challenge in New Orleans since 2005. The city has seen
increased buying activity from outside investors despite minimal improvement in local job
growth. Since the Great Recession of 2008, FANO's ability to serve local homebuyers has been
limited because of increased home prices and more restrictive Federal Housing Administration
mortgage underwriting criteria. In response, Management has developed a strategy 1o offer
rental housing financing solutions in addition to traditional homeownership offerings in an
effort to better serve the community’s needs and diversify our assct base.

Market interest rates continue to remain at historically low levels as a direct result of the Federal
Reserve Bank’s policy of maintaining modest interest rate levels in response to the Great
Recession of 2008. As a result of historically low interest rates since 2008, FANO’s ability to
offer below market financing to homeowners has been limited due to the ineffectiveness of
1ssuing tax-exempt bonds in a low interest rate environment. In 2015, FANGO began offering a
market rate mortgage product comparable to the offerings of traditional commercial banks to
takc advantage of the low rate environment. FANQ’s market rate mortgage also comes with
down-payment assistance to assist homeowsners with the fransaction costs of purchasing a new
home.

Despite the challenges presented by increased home prices and low interest rates, FANQO
continues to maintain a modest operating budget and develop long-term capital investment plans
that utilize alternative sources of funding for housing, economic development and climate
restlience projects that meet FANO’s mission and strategic objectives.

CONTACTING THE FINANCE AUTHORITY OF NEW ORLEANS* MANAGEMENT

This financial report is designed to provide New Orleans citizens and taxpayers, as well as the
Authority's customers and creditors with a general overview of The Finance Authority of New Orieans
finances and to show the Authority's accountability for the money it receives. If you have any questions
about this report or need additional financial information, please contact:

Damon Burns

IExceutive Director

618 Baronnc Strect

New Orleans, LA 70113-1004
Phonc: (504) 524-5533

Fax: (504) 524-0133



FINANCE AUTHORITY OF NEW ORLEANS

Statement of Net Position

December 31, 2018

(in_thousands)
Assets
Current assets:

Cash and cash equivalents $ 9,110

Investments:

U.S. Government and agency securities 1,395
Mortgage-backed sccurities 2372
Receivables, net:
Martgage loans 68
Accrued interest 33
Due from other governments 230
Other loans and assets 54
Allowance for doubtful accounts (56)
Total receivables, net 349
Prepaid expenses and other asscts 440
Total current assets 13,066
Noncurreni assets:

Cash and cash equivalents, restricted 674

Mortgage-backed securities, restricted 7,141

Capital assets, net 1,160

Total noncurrent assets 8,975
Total assets $ 22,641
Liabilities and Net Position
Current liabilities:

Accrued interest and other 216

Due to other governments 103

Security deposit liability 2

Total current liabilities 322
Long-term liabilities:

Bonds and notes payable 7,021
Total liabilities 7.343
Net position:

Net investment in capital assets 1,160

Restricted 701

Unrestricted 13,437

Total net position 15,298
Total Habilities and net position $ 22,641

See accompanying notes to financial stalements.
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FINANCE AUTHORITY OF NEW ORLEANS

Statement of Revenues, Expenses and Changes in Net Position

For the vear ended December 31, 2018

(in thousands)
Revenues:
Intercst on mortgage loans and mortgage-backed securities $ 429
Interest on other investments 219
Realized and unrealized gain (1oss) on mortgage-backed sccurities (492)
Rental income 3
Grant revenue 250
Other 227
Total revenues 636
Bxpenses:
Interest expensc on revenue bonds and notes 185
Program expenses 1,239
Depreciation expense 131
Bad debt expense 218
Total expenses 1,773
Deficiency in revenues over cxpenses (1,137)
Net Position - Beginning of year, as restated (Note 2) 16,435
Net Position - End of year $ 15,298

See accompanying notes to financial statements.



FINANCE AUTHORITY OF NEW ORLEANS

Statement of Cash Flows

For the year ended December 31, 2018

(in thousands)

Cash flows from operating activitics:
Collection of interest income
Collection of mortgage and other loans
Collection of rental income
Payiments of interest and program expense
Payments to employees and other suppliers of services
Other operating receipts
Net cash used in operating activities

Cash flows from noncapital and related linancing activities:

Principal payments on bonds
Purchases of capital assets
Proceeds from sales of property
Net cash used in noncapital financing activities

Cash lMows [rom investing activitics:
Maturitics of investments
Net cash provided by investing activities
Net increase in cash and cash cquivalents

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

Reconciliation of cash and equivalents to the Statement of Net Position:

Current assets - cash and cash eguivalents
Noncutrent assets - cash and cash equivalents, restricted
Total cash and cash equivalents

Reconciliation of net operating loss to net cash used in
opcrating activilies are as [ollows:

(Deficiency in) excess of revenuc over expenscs before operating transfers

Unrealized loss on securilies
Bad debt expense
Depreciation and amortization expense

Adjustments to reconcile deficiency in revenues over expense to net cash uscd in

operating activities:
(Increase) decrease in recetvables

(Increase) decrease in prepaid expenses and other assets

Increase (decrease) in accrued liabilities
Net cash used in operating activities

See accompanying notes to financial statements.
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(878)
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9,784

9.110
674

9,784

(1,137
66
218
131
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(318)
(116)
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FINANCE AUTHORITY OF NEW ORLEANS

Statement of Fiduciary Net Position
Fiduciary Fund

December 31,2018

(in thousands)
Assets
Current assets:
Cash and cash equivalents
Total assets
Liabilities

Current liabilities:
Deposits due to others

Total liabilities

See accompanying notes to financial statements.
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THE FINANCE AUTHORITY OF NEW ORLEANS

NOTES TO FINANCIAL STATEMENTS

Organization and Summary of Significant Accounting Policies

Organization

The Finance Authority of New Orleans (the Authority) is a public trust originally created by a trust
indenture dated October 11, 1978, pursuant to Chapter 2A of Title 9 of the Louisiana Revised Statutes
of 1950, as amended. The Authority was created to provide funds, through the issuance of bonds, to
promote the development of residential housing {single or multi-family dwellings) in the City of New
Orleans, Louisiana, primarily for persons of low and moderate incomes. In 1995, the powers of the
Authority were expanded to include all those provided to a public trust under Revised Statutes 9:2341
et seq. it accordance with the respective indentures, the proceeds from the Authority's bond issues
are used to acquire mortgage-backed securitics,

The Authority is managed by a Board of Trustees appointed by the Council of the City of New
Orleans. The Bank of New York Trust Company, N.A. serves as the trustee of the single family
program funds. The Authority's staff serves as the mortgage loan administrator of the various whole
loan portfolios. Various local financial institutions originate and service the Authorily's single family
program mortgage loans.

The financial statements of the Authority include the following subsidiacies that are 100% owned by
the Authority. These entities share the same governance and management {rom the Authority, and
as a result, are considered part of the Authority and not component units.

»  NOHMA Development Corporation

NOIHMA Development Corporation (the NOHMA Corporation} was formed in the fiscal
yvear 1994, The NOHMA Corporation's mission is to provide increased home ownership
among "primarily” Jow income families via a joint operating agreement with the Authority
through a varicty of scrvices.

o Pathways to Homeownership New Orleans, Inc.

Pathways (o llomeownership New Orleans, Inc. (the Pathways Corporation) was formed on
March 31, 2005, and was funded in the ycar ended March 31, 2007. The Pathways
Corpotation's mission is to provide increased homeownership among low and moderate
income families through a variety of services. The Pathways Corporation's accounts are
included under the cojumn captioned "Pathways to 1tome Ownership Program,” within the
basic financial statements.

The financial statements of each of these entities is included 1 the proprietary fund of the Authority.

All significant inter-entity accounts and transactions have been eliminated in the basic financials
statements.

-12 -
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THE FINANCE AUTHORITY OF NEW ORLEANS

NOTES TO FINANCIAL STATEMENTS

Organization and Summary of Significant Accounting Policies (continued)

Market Rate Program

During 20135, the Authority introduced a market rate mortgage program that provides mortgages and
down payment assistance grants to borrowers with incomes up to 140% ol the New Orleans Area
Median Income. This program serves as a complement to our traditional tax-exempt bond mortgage
program. The first mortgages offered in this program are FIIA, VA or Freddic Mac sponsored with
down payment assistance provided through a second mortgage funded with proceeds from premiums
priced into the previously mentioned first mortgages. Down payment assistance ranges from 3-5% of
the value of the first mortgage. The Authority collects an issuer fee for cach origination and also has
the option to purchase the mortgage backed securities created from the individual mortgages
originated through the program.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The Authority’s basic financial statements consist of the government-wide statements which include
the proprictary fund (the enterprise fund) and the fund financial statements which includes the
fiduciary fund (City of New Orleans Fiduciary Fund).

'The operations of the Authority are accounted for in the following fund types:

Proprictary Fund Type

The proprietary fund is used to account for the Authority’s ongoing operations and activitics, which
are similar to those found in the private sector. The proprictary {und is accounied for using a flow of
cconomic resources measurement focus under which all assets and deferred outflows and all liabilities
and deferred inflows associated with the operation of these funds are included in the statements of
net position.

The Authority nses fund accounting to report its {inancial position and results of operations. The
accounts of the Authority are organized on the basis of individual programs. The programs provide
for a separate set of self-balancing accounts which account for bonds issued, debt service and bond
redemption requirements, investments, and related revenues and operating expenses. These
individual programs are aggregated in the financial statcments to comprise the proprietary fund of
the Authority.

The operating statements present increases (revenues) and decreases (expenses) in total net position.
The Authority maintains various proprietary funds as detailed in the accompanying financial
statements. Operating revenues include all charges (ot services, investment income or loss, and other
miscellaneous charges. The Authority’s principal operating revenucs are intcrest and appreciation
{(depreciation) related to investment and mortgages/mortgage-backed securities. Operating expenses
include the costs associated with providing services to promote the development of residential
housing. The Authority did not have non-operating revenues or expenses in 2018.

-13 -
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THE FINANCE AUTHORITY OF NEW ORLEANS

NOTES TO FINANCTAL STATEMENTS

Organization and Summary of Significant Accounting Policies (continued)

Net position represents the difference between assets, deferred outflows, liabilities, and deferred
inflows. Net position should be displayed in three components - net investment in capital assets,
reduced by the outstanding balance of any debt proceeds used for the acquisition, construction, or
improvements of those assets; restricted distinguishing between major categorics of restrictions and
consisting of restricted assets reduced by liabifities and deferred inflows of resources related to those
assets; and unrestricted consisting of the net amount of the assets, deferred outflows of resources,
liabilities, and deferred inflows of resources that are not included in the determination of net
investment in capital assets or the restricted components of net position.

The Authority first applies restricted resources when an expenditure is incuired for purposes for
which both restricted and unrestricted net position are available.

Fiduciary Fund Type

The Fiduciary Fund is an agency fund used to account for asscts held by the Authority in a trustee or
agency capacity. The Authority’s only agency fund is the City of New Orleans Fiduciary Fund, which
is used to account for assets held by the Authority as an agent for the City of New Orleans. This fund
is recorded on the accrual basis of accounting. Agency Funds are custodial in nature and de not
involve the measurement of results of operations.

Investmentys

Investments are recorded at fair value. Fair value is defined as thec amount at which a financial
instrument could be exchanged in a current transaction between willing parties and has generally
been based upon quoted values. This method of accounting causes fluctuations in reported investment
valucs based on fluctuations in the investment market. Fluctuations in the fair value of investments
are tecorded as income or cxpense in the statements of revenues, expenses and changes in net
position.

The Authority applies the provisions of GASB Codification section [5(, Investments, to U.S.
Government and agency and mortgage-backed securities. Following is a summary of the
cumulative realized and unrcatized gains (losses) as reflected in the accompanying financial
statements (in thousands):

Realized and Unrcalized Gain (Loss)

Change
During the
Balance Y ear-ended Balance
January 1, December 31, December 31,
2018 2018 2018
Unrestricted $ 26y § (70) % (96)
GSE Series of 2009 2.090 (422) 1.668

$ 2064 (492) % 1,572

- 14 -
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THE FINANCE AUTHORITY OF NEW ORLEANS

NOTES TO FINANCIAL STATEMENTS

QOrganization and Summary of Significant Accounting Policies {continued)

The sale of these investments by the Authority is subject to certain restrictions as described in the
individual bend indentures,

Capital Assets

Capilal assets arc recorded at cost less accumulated depreciation. Depreciation is calculated on the
straight-{ine method over the estimated lives (buildings - 40 years; equipment - 5 to 10 years; building
improvements ~ 15 years) of the related assets.

Statements of Cash Flows

For purposes of the statements of cash flows, the Authority considers all highly liquid dcbt
instruments purchased with an original maturity of three months or less to be cash equivalents.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect
the reported amounts of assets and deferred outflows and liabilities and deferred inflows and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenscs during the reporting period. Actual results conld differ from those
estimates.

Restatement
Subsequent to the issuance of the financial statements as of and for the year ended December 31,
2017, the Authority determined that the all inter-entity balances were not properly eliminated. The

prior period adjustment is presented as a reduction to the beginning net position.

Net Position - December 31, 2017

As issued $ 16,798

Restatement adjustinent (363)
Net Position - December 31, 2017,

as restated $ 16,435

Cash and Cash Equivalents

[n compliance with state laws, those deposits not covered by depository insurance are required to be
secured by bank ownced securities specitically pledged to the Authority and held in joint custody by
an independent custodian bank. Custodial credit risk is the risk that in the event of a bank failure the
Authority's deposits may not be returned to it. As of December 31, 2018, the Authority had
$2,523,905 in demand deposits that were covered by federal deposit insurance or the pledge of
securities owned by the fiscal agent bank. The remaining amount of the Authority’s cash balances
were comprised of cash equivalents that were invested in money market funds, of which the
underlying assets are guaranteed investments in securitics issucd by the U.S. Goveriiment.

- 15 -
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THE FINANCE AUTHORITY OF NEW ORLEANS

NOTES TO FINANCIAL STATEMENTS

Investments

The Authority categorizes its fair value measurements within the fair value hierarchy established by
generally accepted accounting principles. The hierarchy is based on the valuation inputs used to
measure the fair value of the asset. Level 1 inputs are quoted prices in active markets for identical
assets; Level 2 inputs are significant other observable inputs; and Level 3 inputs are significant
unobservable inputs. The Authority’s U.S. government & agency and mortgage backed securities are
valued using quoted prices for similar securities in active markets (Level 2 inputs).

The Authority's measurements of fair value are made on a recurring basis and their valuation
techniques for assets and liabilities recorded at fair value on December 31, 2018 are as follows:

Fair Value Measurements — December 31, 2018

Level 1 Level 2 Level 3 Total
Mortgage backed $ - $ 9,513,000 $ - $ 9,513,000
securities
U.S. government and
agency securities - 1,395,000 - 1,395,000
Total $ - $ 10,908,000 $ - $ 10,908,000
Credit Risk

Louisiana State statutes authorize the Authority to invest in the following types of investment
securities:

1) Fully-collateralized certificates of deposit issued by qualified commercial banks, federal credit
unions, and savings and loan associations located within the State of Louisiana.

2) Direct obligations of the U.S. government, including such instruments as treasury bills, treasury
notes, treasury bonds and obligations of U.S. government agencies that are deliverable on the
Federal Reserve System.

3) Repurchase agreements in U.S. government securities made with the primary dealers that report
to and are regulated by the Federal Reserve Bank of New York.

4) Guaranteed investment contracts with companies having good credit ratings.

The Authority has no investment policy that would further limit its investment choices beyond the
restrictions imposed by the State of Louisiana. At December 31, 2018, substantially all of the
Authority's investments in Government National Mortgage Association (GNMA) and Federal
National Mortgage Association (FNMA) securities are at least rated AAA by Standard and Poor's or
AAA by Moody's Investors Services. The Authority has no limit on the amount it may invest in any
one issuer so long as the State of Louisiana's restrictions are followed.
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THE FINANCE AUTHORITY OF NEW ORLEANS

NOTES TO FINANCIAL STATEMENTS

Investments (continued)

Interest Rare Risk

As a mcans of limiting its exposure to fair value losses arising from rising interest rates, the
Authority's policies gencrally restrict investments (o terms that are no Jonger than the terms of the
related bonds.

The Authority's bond programs have imvestiments in guaranieed investment contracts, mortgage
backed sccuritics and other investments which have maturitics which approximate the terms of the
related debt. Therefore, the Authority balances its interest rate risk against the related debt. By using
this method. the Authority believes that it will mitigate its interest rate risk.

The Authority's unrestricted fund has investiments in LLS. agency securities with a weighted average
maturity of approximately five vears and in mortgage-backed securtties with & weighted average
maturity of approximately fificen vears.

Custodial Credit Rivk

For an investment, custodial credit risk is the risk that, in the event of the failure of the counterparty,
the Authority would not be able to recover the value of its investments or collateral securitics that are
in the possession of an outside party. The Authority’s investments arc held by the custodial bank as
an agent for the Authority, in the Authority’s name, and are thereby not exposed to custodial credit

risk.

At December 31, 2018, the Authority's total investments of approximately $10,908.000 included
approximately $1.395,000 of FFILB and US Treasury securitics yiclling interest at rates ranging
from 0.25% 1o 0.625% duc within 3 years, approximately $2.372.000 of GNMA and FNMA
securitics bearing interest from 0.25% to 8.45% maturing through the year 2032, and approximately
$7.141 000 of mortgage-backed securities. described below.

Several of the single-family bond issues were structured to provide funds to purchase 30 year fixed
ratc mortgages which would then be immediately sold and assigned to a master servicer and
exchanged for mortgage-backed securities. The securities are backed by the mortgage loans and
guaranteed as to timely payment of principal and interest by GNMA or FNMA. Interest on the GNMA
and FNMA sccuritics 1s stated at 1/2% and 5/8%. respectively. which is less than the interest rate on
the respective mortgage loans with final maturity dates ranging from 2023 through 2041, During
2017, several of the single-family bond issues were paid off with investments.
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THE FINANCE AUTRHORITY OF NEW ORLEANS

NOTES TO FINANCIAL STATEMENTS

Investments {continued)

Custodial Credit Risk (continued)

The individual single family issues structured in this manner and the values of the mortgage-backed
securities held as of December 31, 2018, are as follows {in thousands):

Carrying
Amount of

Single Family Program Fund Interest Rate Securities
GSE Scries of 2009 39-71% § 7,141
Total b 7,141

Loans and Other Receivables

The Authority has mortgage loans of approximately $68,000 which have scheduled maturities of 30
years and are collateralized by first mortgages on the related property. The Authority has certain loans
which provide the borrower with funds to pay their closing costs and are subordinate to the first
mortgages. The loans generally do not accrue interest if paid within ten years.

Revenues from federal and state grants are recorded when the Authority has a right to reimbursement
under the related grant, gencrally cotresponding to the incurring of grant related costs by the
Authority, or when otherwise earned under the terms of the grants.

The Authority has established an allowance for doubtful receivables for the NOMMA Development
Corporation and the Unrestricted Fund's loans aggregating $56,000 as of December 31, 2018. The
determination of the allowance was based on, among other things, an analysis of the unpaid balance
of loans in default as compared to the estimated value of the related real estate and anticipated costs
of disposal.
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THE FINANCE AUTHORITY OF NEW ORLEANS

NOTES TO FINANCIAL STATEMENTS

(6) Capital Assets

Capital asset activity for the period ended December 31, 2018 is as follows (in thousands):

Beginning Ending

Balance Additions Retirements Balance
Land $ 152§ - $ = $ 152
Building 1,758 - (309) 1,449
Equipment 253 26 - 279
Total acquisition cost 2,163 26 (309) 1,880

Less: accumulated depreciation

Building 378 119 (89) 408
Building improvements 32 7 - 39
Equipment 268 5 - 273
Total accumulated depreciation 678 131 (89) 720
Capital assets, net $ 1485  $ (105) § (220) $ 1,160

Depreciation expense for the period ended December 31, 2018 was $131,000.

(7) Bonds Payable — Single Family

The outstanding bonds payable and transactions of the Authority as of and for the period ended
December 31, 2018, are as follows (in thousands):

Outstanding Outstanding
Final Maturity December 31, Payments on  December 31,
Issued Interest Rate Date 2017 Bonds Issued Principal 2018
Single Family
2009 GSE
Revenue Bonds 25,000 2.32 12/12041 _$ 8497 § - $ 1476 § 7,021
Total $ 8497 § - $ 1476 $ . 7021

The single family bonds issued are secured by and payable solely from bond proceeds, revenues and
other amounts derived by the Authority from the mortgage loans and other assets acquired with the
bond proceeds and from certain reserve funds.

During 2009, the Authority issued $25,000,000 of GSE Revenue Bonds. These obligations are
secured by and payable solely from bond proceeds, revenues, GNMA and FNMA certificates and
other amounts derived by the Authority from this issue and from certain reserve funds. These bonds
are not guaranteed by or, in any way, an obligation of GNMA or FNMA. The initial proceeds were
invested in an investment agreement with US Bank. The initial interest rate was equal to the rate of
interest earned on the fund’s investments. Effective, February 22, 2012 the rate converted to a
permanent rate of 2.32% through December 1, 2041. The bonds are subject to redemption on or prior
to December 1, 2041.
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THE FINANCE AUTHORITY OF NEW ORLEANS

NOTES TO FINANCIAL STATEMENTS

(8) Debt Payment Requirements

Foilowing is a schedule of the future principal and interest payments of the Authority's debt based on
the stated maturity dates of the debt. Actual repayment dates will likely occur earlier since
substantially all of the debt is subject to early redemption provisions. These early redemption
provisions relate to payments received on the mortgage-backed securities and mortgage loans
reccivable and certain other factors. These early redemptions will also reduce future interest
payments.

Scheduled principal and interest payments for the years ending December 31, are as follows,
assuming that all bonds are held (o maturity (in thousands):

Principal [nterest Total
2019 $ - $ 197 $ 197
2020 - 197 197
2021 - 197 197
2022 - 197 197
2023 - 197 197
2024-2029 - 985 985
2030-2035 - 985 985
2036-2041 7,021 985 8,006

$ 7,021 8 3,940 $ 10,961

9) Inter-Entity Opcrating Transfers

The Authority makes transfers between its various programs included in the proprictary on a periodic
basis. These transfers include the foilowing:

1) Transfers from the Unrestricted FFund and other funds to finance the initial operations of new
funds.

2) Transfers of the net position of funds that are liquidating to the Unrestricted Fund.

3} Transfers from ongoing funds to the Unrestricted and Operating IFFunds to finance the
Authority's ongoing operations.

Transters arc recorded at the original cost of the transterring fund.

(10) Board Member Per Dicm

For the period ended December 31, 2018, the Authority's Board members did niot receive any per
diem for all committec and board meetings attended.
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Supplemental Schedule 1
FINANCE AUTHORITY OF NEW ORLEANS

Combining Statement of Net Position
December 31, 2018

(in thousands)
NOHMA Pathways to
Development Unrestricted ~ Homeownership ~ MarketRate.  Single Family
Operating Fund ~ Corporation Fund Program Program Program Fund  Eliminations Combined
Assets
Current assets:

Cash and cash equivalents 727 $ 63 § 6,839 § 781 § 700 S - 3 - $ 9,110

U.S. Government and agency securities - - 1,395 - - - - 1,395

Mortgage backed securites - - 2,372 - - - 2,372

Receivables, net:

Mortgage loans - - 68 - - - - 68

Accrued interest 4 - ) - - 20 - 33

Due from other funds 1,290 60 19 5 - 22 (1,396) -

Due from other governments 250 - - - - - - 250

Other loans and assets - - - 6 48 - - 54
Allowance for doubtful accounts - - (56) - - - - (56)

Total receivables, net 1.544 60 40 11 48 42 (1,396) 349

Prepaid expenses and other assets 18 - - 422 - - - 440

Total current assets 2,289 123 10,646 1,214 748 42 (1,396) 13,666

Noncurrent assets:

Cash and cash equivalents, restricted - - - - - 674 - 674

Mortgage-backed securities, restricted - - - - - 7,141 - 7.141

Capital assets, net 111 - 158 891 - - - 1,160
Total Assets $ 2400 8 123 § 10,804 § 2,105 § 748 § 7857 $ (1,396) $ 22,641

Liabilities and Net Position
Current liabilities:

Accrued interest and other 175 - 10 10 3 18 - 216

Due to other funds 108 - 1,105 38 28 117 (1,396) -

Due from other governments 75 - 28 - - - - 103

Security deposit liability - - - 2 - - - 2

Total current liabilities 359 - 1,143 50 31 135 (1,396) 322
Long-term liabilities:

Bonds and notes payable - - - - - 7,021 - 7,021
Total Liabilities 359 - 1,143 50 31 7,156 (1,396) 7,343
Net position:

Net investment in capital assets 111 - 158 891 - - - 1,160

Restricted - - - - - 701 - 701

Unrestricted 1,929 123 9.503 1,164 717 - - 13,437

Total net position 2,040 123 9,661 2,055 717 701 - 15,298
Total liabilities and net position $ 2399 § 123. § 10,804 § 2,105 § 748§ 7857 $ (1,396) $ 22,640

See accompanying independent auditors’ report.
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Revenues:
Interest on mortgage loans and mortgage-backed securities
Interest on other investments
Lender participation fees
Realized and unrealized gain (loss) on mortgage-backed securities
Rental income
Grant Revenue
Other
Total revenues

Expenses:
Interest expense on revenue bonds and notes
Program expenses
Depreciation expense
Bad debt expense
Total expenses

Deficiency in revenues over expenses before operating transfers
Operating transfers in (out)

Deficiency in revenues over expenses

Net Position - Beginning of year, as restated (Note 2)

Supplemental Schedule 2

FINANCE AUTHORITY OF NEW ORLEANS

Combining Statement of Revenues, Expenses and Changes in Net Position
December 31. 2018
(in thousands)
NOHMA Pathways to_
Development ~ Unrestricted ~ Homeownership ~ Market Rate  Single Family
Operating Fund Corporation Fund Program Program Program Fund Combined
$ - S - S 18 § - S - S 411 § 429
17 - 33 2 10 157 219
= u (70) - - (423) (493)
- - - 3 - - 3
250 - - - - - 250
- - 211 9 7 - 227
267 - 192 14 17 145 636
- - - - - 185 185
1,123 - 3 109 1 3 1,239
12 - 5 114 - - 131
- - 173 45 - - 218
1,135 - 181 268 1 188 1,773
(868) - 11 (254) 16 (43) (1,137)
814 - (754) - - (60) -
(54) - (743) (254) 16 (103) (1,137)
2,094 123 10,404 2,309 701 804 16,435
) 2,040 § 123 § 9,661 $ 2,055 $ 17 3 701 § 15,298

Net Position - End of year

See accompanying independent auditors’ report.
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Supplemental Schedule 3

FINANCE AUTHORITY OF NEW ORLEANS

Schedule of Compensation, Benefits, and Qther Payments to Agency Head

For the vear ended December 31, 2018

Apency Head Name: Damon Burns, Chief Executive Qfficer

Purpose

Salary

Benefits-health insurance
Benefits-retirement
Benetits-life insurance
Benefits-FICA & Medicare
Cell phone

Dues

Vchicle rental

Per diem
Reimbursements

Travel

Registration fees
Conference travel
Meetings & conventions

Sce accompanying independent auditors’ report.
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Amount (3)

$ 130,000
5,798
6,500

19
995
1,796
3.159
64
558
303
5,598
150
917
2,057

$ 157,914




=7 & 30" Floor, Energy Centre, 1100 Poydras Street - New Orleans. LA 70163-3000
: One Galleria Boulevard, Suite 2100 - Metairie, LA 70001

800-201-7332 Phone - 504-837-5990 Phone - 504-834-360Q Fax -
Postlethwaite & Netterville

A Professional Accounting Corporation

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

The Board of Trustees of
The Finance Authority of New Orleans

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the accompanying financial statements of the
proprietary fund and fiduciary fund of the Finance Authority of New Orleans (the Authority), as of
and for the year ended December 31, 2018, and the related notes to the financial statements, which
collectively comprise the Authority’s basic financial statements as listed in the table of contents, and
have issued our report thereon dated June 27, 2019.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Authority’s
internal control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Authority’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Authority’s
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies,
in internal control that is less severe than a material weakness, yet important enough to merit attention
by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weakness or significant deficiencies may
exist that were not identified.
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stlethwaite & Net il
ompiance anctf *ﬁer Matters

As part of obtaining reasonable assurance about whether the Authority’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, 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 or other
matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
Authority’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance Accordingly, this communication is not suitable for any other purpose.

Frstlothmse £ Vetinlhe

Metairie, Louisiana
June 27,2019
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THE FINANCE AUTHORITY OF NEW ORLEANS

SCHEDULE OF FINDINGS AND RESPONSES

DECEMBER 31, 2018

Summary of Auditor’s Results:

1. Opinion

The opinion issued on the financial statements of the I'inance Authority of New Orleans for the
year ended December 31, 2018 was unmodificd.

2. Current Year Findings and Responses:

None noted.
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THE FINANCE AUTHORITY OF NEW ORLEANS

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS

DECEMBER 31, 2018

Status of Prior Year Findings:

2017-001 - Significant Deficiency - Ineffective Capital Asset Process (Pathways to
Homeownership Program and Operating Fund)

Criteria;

Government Accounting Standards Board (GASB) Codification Section 1400.103 states that
capital assets include "land, improvements to land, casements, buildings, building improvements,
vehicles, machinery, equipment, works of art and historical treasurcs, infrastructure, and all other
tangible or intangible assets." As well, GASB Codification Section 1400.104 states that “capital
assels should be depreciated over their estimated useful lives unless they are inexhaustible, arc
intangible assets with indefinite useful lives or are infrastructure assels reported using the
modified approach.”

Condition;

During the year ended December 31, 2017, there was $973.416 in capital assets that were deemed
non-capitalizable, but not written off related to the Pathways to Homeownership Program. The
Authority also had $199,400 of real estate assets that were not properly recorded on the financial
statements related to the Pathways to Homeownership Program. The Authority also determined
that capital assets rclated to the Operating Fund should have been incurring depreciation expense.

Recommendation:

We recommend that the Authority design and implement sufficient change management internal
controls to ensure proper transference of data in the event of a significant change in key financial
personnel.

Status:

Resolved.

2017-002 - Timely Submission of Audit Report to Legislative Auditor

Criteria;

Louisiana Revised Statute R.S. 24:513 requires the Authority to file the audit repoit within six
mouths of year-end.

The December 31, 2017 audited Ninancial statements were not filed within six months of year-end.
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THE FINANCE AUTHORITY OF NEW ORLEANS

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS

DECEMBER 31, 2018

Recommendation:

Management should cnsurc all supporting dctail and reconciliations are completed timely to
ensure the audit is completed by the required deadline.

Status:

Resolved.
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Postlethwaite & Netterville

A Professional Accounting Corporation

INDEPENDENT ACCOUNTANT'S REPORT
ON APPLYING AGREED-UPON PROCEDURES

To Board of Directors of the Finance Authority of New Orleans
and the Louisiana Legislative Auditor

We have performed the procedures enumerated in Schedule A, which were agreed to by the Finance
Authority of New Orleans (the Authority) and the Louisiana Legislative Auditor (LLA) (specified users)
on the control and compliance (C/C) areas identified in the LLA’s Statewide Agreed-Upon Procedures
(SAUPs) for the period January 1, 2018 through December 31, 2018. The Authority’s management is
responsible for those C/C areas identified in the SAUPs.

This agreed-upon procedures engagement was conducted in accordance with attestation standards
established by the American Institute of Certified Public Accountants and applicable standards of
Government Auditing Standards. The sufficiency of these procedures is solely the responsibility of the
specified users of this report. Consequently, we make no representation regarding the sufficiency of the
procedures described in the attached Schedule A either for the purpose for which this report has been
requested or for any other purpose.

The procedures we performed and the associated findings are summarized in the attached Schedule A,
which is an integral part of this report.

We were not engaged to and did not conduct an examination or review, the objective of which would be
the expression of an opinion or conclusion, respectively, on those C/C areas identified in the SAUPs.
Accordingly, we do not express such an opinion or conclusion. Had we performed additional procedures,
other matters might have come to our attention that would have been reported to you.

The purpose of this report is solely to describe the scope of testing performed on those C/C areas
identified in the SAUPs, and the result of that testing, and not to provide an opinion on control or
compliance. Accordingly, this report is not suitable for any other purpose. Under Louisiana Revised
Statute 24:513, this report is distributed by the LLA as a public document.

Prctlsbtarad ¥ V]htimith

Metairie, Louisiana
June 27,2019




FINANCE AUTHORITY OF NEW ORLEANS
AGREED-UPON PROCEDURES PERFORMED AND ASSOCIATED FINDINGS
DECEMBER 31, 2618
Schedule A

The procedures performed and the results thercof are sct forth below, The procedure is stated first,
followed by the results of the procedure presented in italics. 1f the ifem being subjected Lo the procedures
is positively identified or present, then the results will read “no exception noted”. If not, then a
description of the exception ensues. Additionally, certain procedures listed below may not have been
performed in accordance with guidance provided by the Louisiana Legislative Auditor, the specified user
of the report, For those procedures, “procedure was not performed due to no exceptions occurring for this
procedure in the prior year or the existence of mitigating internal controls as asserted by the entily” is
mdicated.

Written Policies and Procedures

. Obtam and inspect the entity’s written policies and procedures and observe that they address each of
the following categories and subcategories (if applicable to public funds and the entity’s operations):

a)

b)

c)

d)

Budgeting, including preparing, adopting, monitoring, and amending the budget.

No exception noted.

Purchasing, including {1) how purchases arc initiated; (2) how vendors are added to the vendor
list; (3) the preparation and approval process of purchase requisitions and purchase orders; (4)
controls to ensure compliance with the public bid law; and (§) documentation required to be
mainained for all bids and price quotes.

No exception noted.

Disbursements, including processing, reviewing, and approving

No exception noted.

Receipts, including receiving, recording, and preparing deposits.  Also, policics and procedures
should include management’s actions to determine the completeness of all collections for each
type of revenue or agency fund additions {(c.g. periodic confirmation with outside parties,
reconciliation to wtility billing after cutoff procedures, reconciliation of traffic tickel number
sequences, agency fund forfeiture monies confirmation).

No exception noted.

Payroll/Personnel, including (1) payroll processing, and (2) reviewing and approving time and
attendance records, including leave and overtime worked.

No exception noted.

Contracting, including (1) types of services requiring written contracts, (2) standard terms and
conditions, (3) legal review, (4) approval process, and (5) monitoring process.

No exception noted.



FINANCE AUTHORITY OF NEW ORLEANS
AGREED-UPON PROCEDURES PERFORMED AND ASSOCIATED FINDINGS
DECEMBER 31, 2018
Schedule A

g) Credit Cards (and debit cards, fuel cards, P-Cards, if applicable), including (1) how cards arc to
be controlled, (2) allowable business uses, (3) documentation requirements, (4} required
approvers of statements, and (5) monitoring card usage (e.g., determining the reasonableness of
fuel card purchases)

No exception noted.

h)y Travel and expense reimbursement, including (1) allowable expenses, (2) dollar thresholds by
category of expense, (3) documentation requirements, and {4) required approvers

No exception noted.

i) Ethics, including (1) the prohibitions as defined in Louisiana Revised Statute 42:1111-1121, (2)
actions to be taken if an ethics violation takes place. (3) systcm to monitor possible ethics
violations, and (4) requirement that alli employees, including elected officials, annually attest

through signature verification that they have read the entity’s ethics policy.

No exception noled.

i) Debt Service, including (1) debt issuance approval, (2} continuing disclosure/EMMA reporting

requirements, (3) debl reserve requirecments, and (4) debt service requirements.

The Authority has written policies for Debt Service; however, the policy does not specifically
address: (1) debt issuance approval, (3) debt reserve requirements, or (4} debt service
requirements.

Board or Finance Committee

2.

Obtain and inspect the board/finance commitice minutes for the fiscal period, as well as the board’s
enabling lcgistation, charter, bylaws, or equivalent document in effect during the fiscal period, and:

a) Observe that the board/finance committee met with a quorum at least monthly, or on a frequency
in accordance with the board’s enabling legislation, charter, bylaws, or other equivalent
document.

The Board of Directors of the Authority did not meet monthly in accordance with their bylaws.

b} For those entitics reporting on the governmental accounting model, observe that the minutes
referenced or included monthly budget-to-actual comparisons on the general fund and major
special revenuc funds, as well as monthly financial statements (or budget-to-actual comparisons,
if budgeted} for magor proprictary funds.

Not applicable, FANO has enterprise and fiduciary funds only.
¢} For governmental entitics, obtain the prior year audit report and observe the unrestricted fund

balance in the general fund. If the gencral fund had a negative ending unrestricted fund balance
in the prior year audit report, observe that the minutes [or at least one meeting during the [(iscal



FINANCE AUTHORITY OF NEW ORLEANS
AGREED-UPON PROCEDURES PERFORMED AND ASSOCIATED FINDINGS
DECEMBER 31, 2018
Schedule A

period referenced or included a formal plan to climinate the negative unrestricted fund balance in
the general fund.

No exception noted.

Bank Reconciliations

3. Obtain a listing of client bank accounts for the fiscal period {rom management and management’s
representation that the listing is complete. Ask management to identify the entity’s main operating
account. Select the entity’s main operating account and randomly select 4 additional accounts (or all
accounts if less than 5). Randomly select one month from the fiscal period, obtain and ispect the
corrcsponding bank statement and reconciliation for selected each account, and obscrve that:

A listing of bank accounts was provided and included a toial of 14 bank accounts. Management
identified the Authority’s main operating account. No exceptions were noted as a result of performing
this procedure.

Irom the listing provided, we selected 5 bank accounts (1 main operating and 4 other) and obtained
the bank reconciliations for the month ending December 31, 2018, vesulting in 5 bank reconciliations

obtained and subjected to the below procedures.

a) Bank reconciliations include evidence that they were prepared within 2 months of the related
statement closing date (¢.g., initialed and dated, electronically logged);

No exceptions noled.

b) Bank reconciliations include evidence that a member of management/board member who does
not handlc cash, post ledgers, or issue checks has reviewed cach bank reconciliation (c.g..
imtialed and dated, electronically logged); and

No exceptions noted.

¢) Management has documentation reflecting that it has rescarched reconcifing items that have been
outstanding for more than 12 months from the statement closing date, if applicable.

No exceptions noted.

Collections

4. Obtain a listing of deposit sites for the fiscal period where deposits for cash/checks/moncy orders
(cash) are prepared and management’s representation that the listing is complete. Randomly select 5
deposit sites (or all deposit sites if less than 5).

A listing of deposit sites was provided and included one deposit site. No exceptions were nofed as a
result of perforniing this procedure.

From the listing provided. we selected the deposit site and performed the procedures below.
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Schedule A

For cach deposit site selected, obtain a listing of collection locations and management’s
representation that the listing is complete. Randomly select one coliection location for each deposit
site (i.e. 5 collection locations for 5 deposit sites), obtain and inspect written policies and procedures
relating to employec job duties (if no written policies or procedures, inquire of employees about their
job duties) at each collection location, and observe that job duties are properly segregated at each
collection location such that:

A listing of collection locations for euch deposit site selected in procedure #4 was provided and
included one collection location. No exceptions were noted as a result of performing this procedure.

From the listing provided, we seclected the collection location for the deposit site. Review of the
Authority’s writien policies and procedures or inquiry with employee(s) regarding job dutics was
performed in order (o perform the procedures below.

a) LEmployees that are responsible for cash collections do not share cash drawers/registers.
No exceptions noted.

b} Each employee responsible for collecting cash is not responsibie for preparing/making bank
deposits, unless another employee/official is responsible for reconciling collection documentation
{e.g. pre-numbered receipts} to the deposit.

The Authority’s emplovee responsible for collecting cash prepares/makes the bank deposit and
reconcifes collection documentation to the deposit.

¢) Each employee responsible for collecting cash is not responsible for posting collection entries to
the general ledger or subsidiary ledgers, unless another employce/official is responsible for
reconciling ledger postings to each other and to the deposit.

No exceptions nofed.

d) The employee(s) responsible for reconciling cash collections to the general ledger and/or
subsidiary ledgers. by revenue source and/or agency fund additions are not responsible for
collecting cash, unlcss another employee verifies the reconciliation.

There is no formal process to reconcile cash collections to the general ledger and/or subsidiary
ledgers, by revenue source, by a person who is not responsible for cash collections in the
collection locations selected.

hnquire of management that all employees who have access to cash are covered by a bond or
insurance policy for theft,

Management stated that all employees who have access (o cash are bonded and/or covered under the
Authority s insurance policy.

Randomly select two deposit dates for each of the 5 bank accounts selected for procedure #3 under
“Bank Reconciliations” above (sclect the next deposit date chronologically if no deposits were made
on the dates randomly selected and randomly select a deposit if multiple deposits are made on the
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same day). Afternately, the practitioner may use a source document other than bank statements when
selecting the deposit dates for lesting, such as a cash collection log, daily revenue report, receipt
book, etc. Obtain supporting documentation for cach of the 10 deposits and:

We selected two deposit dates for each of the 5 bank accounts selected in procedure #3. We obtained
supporting documentation for each of the 10 deposits and performed the procedures below.

a) Observe that receipts are sequentially pre-numbered.
The Authority does not maintain sequentially pre-numbered receipts.

b) Trace sequentially pre-numbered receipts, system reports, and other related collection
documentation to the deposit slip.

The Authority does not maintain sequentially pre-numbered receipts, system reports, or other
related collection documentation. As such, we were unable to perform the procedure,

¢) Trace the deposit slip total to the actual deposit per the bank statement.
No exceptions noted.

d) Observe that the deposit was made within one business day of receipt at the collection location
(within one week if the dcpository is more than 10 miles from the collection location or the
deposit is Icss than $100).

No exceptions noted.
¢) Trace the actual deposit per the bank statement to the gencral ledger.

No exceptions noted.

Non-payroll Disbursements (excluding card purchases/pavments, travel reimbursements, and peffy
cash purchases)

8. Obtain a listing of locations that process payments for the fiscal period and management’s
representation that the listing is complete. Randomly select 5 locations (or all locations if less than
5).

Al payments are processed at one location. No exceptions were noted as a result of performing this
procedure.

We selected the sole location and performed the procedures below.

9. For each location selected under #8 above, obtain a listing of those employees involved with non-
payroll purchasing and payment functions. Obtain written policics and procedures relating to
employee job duties (if the agency has no written policies and procedures, inquire of employees about
their job duties), and observe that job duties are properly segregated such that:
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The listing of employees involved with non-payroll purchasing and payment functions for the payment
processing location selected in procedure #8 was provided. No exceptions were noted as a resulf of

performning this procedure.

Review of the Authority’s written policies and procedures or inguivy with employee(s) regarding job
duties was performed in order to perform the procedures below.

a) At least two employees are involved in inttialing a purchase request, approving a purchase, and
placing an order/making the purchase.

No exceptions noted.
b) At least two employees are involved in processing and approving payments to vendors.
No exceptions noted.

¢} The employce responsible for processing payments is prohibited from adding/modifying vendor
files, unless another employee is responsibic for periodically reviewing changes to vendor filces.

No exceptions noted

d) Either the employee/otficial responsible for signing checks mails the payment or gives the signed
checks to an employce to mail who is not responsible for processing payments.

No exceptions noted.

. For cach location selected under #8 above, obtain the entity’s non-payrofl disbursement transaction

poputation (excluding cards and travel reimbursements) and obtain management’s representation that
the population is complete. Randomly select 5 disbursements for each location, obtain supporting
documentation for cach transaction and:

A listing of non-payroll dishbursements for each payment processing focation selected in procedure #8
was provided related to the reporting period. No exceptions were noted as a result of performing this
proceduie.

From each of the listings provided, we randomly selected 5 disbursements and performed the
procedures below.

a) Obscrve that the disbursement matched the related original invoice/billing statement.
No exceptions noted.

b) Observe that the disbursement documentation included evidence (e.g.. initial/date, clectronic
logging) of segregation of duties tested under #9, as applicable.

No exceptions noted.
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Credit Cards/Debit Cards/Fuel Cards/P-Cards

ks

12.

13.

Obtain from management a listing of all active credit cards, bank debit cards, fuel cards, and P-cards
(cards) for the fiscal period, including the card numbers and the names of the persons who maintained
possession of the cards. Obtain management’s representation that the listing is complete.

A listing of cards was provided. No exceptions were noted as a result of performing this procedure.

Using the listing prepared by management, randomly select 5 cards (or all cards if less than 5) that
were used during the fiscal period. Randomly select one monthly statement or combined statement
for each card (for a debit card, randomly select one monthly bank statement), obtain supporting
documentation, and:

The Authority used one card in the fiscal period. We selected one monthly statement and performed
the procedures noted below.

a) Observe that there is evidence that the monthly statement or combined statement and supporting
documentation (e.g., original receipts for credit/debit card purchases, exception reports for
excessive fuel card usage) was reviewed and approved, in writing, by someone other than the
authorized card holder. [Note: Requiring such approval may constrain the legal authority of
certain public officials (e.g., mayor of a Lawrason Act municipality); these instances should not
be reported.)]

No exceptions noted.
b) Observe that finance charges and late fees were not assessed on the selected statements.

No exceptions noted.
Using the monthly statements or combined statements selected under #12 above, excluding fuel cards,
randomly select 10 transactions (or all transactions if less than 10) from each statement, and obtain
supporting documentation for the transactions (i.e. each card should have 10 transactions subject to
testing). For each transaction, observe that it is supported by (1) an original itemized receipt that
identifies precisely what was purchased, (2) written documentation of the business/public purpose,

and (3) documentation of the individuals participating in meals (for meal charges only).

No exceptions noted.

Travel and Travel-Related Expense Reimbursements (excluding card transactions)

14. Obtain from management a listing of all travel and travel-related expense reimbursements during the

fiscal period and management’s representation that the listing or general ledger is complete.
Randomly select 5 reimbursements, obtain the related expense reimbursement forms/prepaid expense
documentation of each selected reimbursement, as well as the supporting documentation. For each of
the 5 reimbursements selected:

The listing of travel and travel-related expense reimbursements was provided for the fiscal period. No
exceptions were noted as a result of performing this procedure.

8
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From the listing provided, we randomly selected 5 reimbursements and performed the procedures
below.

a) If reimbursed using a per diem, agree the reimbursement rate to those rates established either by
the State of Louisiana or the U.S. General Services Administration (www.gsa.gov).

Of the 5 reimbursements selected for our procedures, 2 used a per diem. No exceptions noted.

b) If reimbursed using actual costs, observe that the reimbursement is supported by an original
itemized receipt that identifies precisely what was purchased.

No exceptions noted.

c) Observe that each reimbursement is supported by documentation of the business/public purpose
(for meal charges, observe that the documentation includes the names of those individuals
participating) and other documentation required by written policy (procedure #1h).

No exceptions noted.

d) Observe that each reimbursement was reviewed and approved, in writing, by someone other than
the person receiving reimbursement.

No exceptions noted.

Contracts

15. Obtain from management a listing of all agreements/contracts for professional services, materials and
supplies, leases, and construction activities that were initiated or renewed during the fiscal period.
Alternately, the practitioner may use an equivalent selection source, such as an active vendor list.
Obtain management’s representation that the listing is complete. Randomly select 5 contracts (or all
contracts if less than 5) from the listing, excluding the practitioner’s contract, and:

An active vendor list for the fiscal period was provided. No exceptions were noted as a result of
performing this procedure.

From the listing provided, we selected 5 contracts and performed the procedures below.

a) Observe that the contract was bid in accordance with the Louisiana Public Bid Law (e.g., solicited
quotes or bids, advertised), if required by law.

Of the 5 contracts selected for our procedures, none were subject to Louisiana Public Bid Law.

b) Observe that the contract was approved by the governing body/board, if required by policy or law
(e.g. Lawrason Act, Home Rule Charter).

No exceptions noted.
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If the contract was amended {e.g. change order), obscrve that the original contract terms provided
for such an amendment.

No exceptions noted.
Randomly setcct onc payment from the fiscal period for each of the 5 contracts, obtain the
supporting invoice, agree the mnvoice to the comtract terms, and observe that the invoice and

rclated payment agreed to the terms and conditions of the contract.

We selected I payment for the 5 contracts selected in procedure #15 and performed the specified
procedures. No exceptions noled.

Payroll and Personnel

16. Obtain a listing of employees/elected officials employed during the fiscal period and management’s
representation that the listing is complete. Randomly select 5 employees/officials, obtain related paid
salaries and personne! files, and agree paid salaries to authorized salaries/pay rates in the personnel
files.

Procedure was not performed due to no exceptions occurring for this procedure in the prior year or
the existence of mitigating internal controls as usserted by the entity.

. Randomly sclect one pay period during the fiscal period. For the 5 employces/officials selected under

#16 above, obtain attendance records and leave documentation for the pay period, and:

Procedure was not performed due to no exceptions occurring for this procedure in the prior year or
the existence of mitigating internal controls as asserfed by the entity.

a)

b)

Observe that all sclected emplovees/officials documented their daily attendance and leave (e.g.,
vacation, sick, compensatory). (Note: Generally, an clected official is not eligible to earn leave
and does not document his/her attendance and leave. However, if the elected official is earning
leave according 1o policy and/or contract, the official should document his/her daily attendance
and Jcave.).

Procedure was not performed due lo no exceptions occurring for this procedure in the prior year
or the existence of mitigating internal controls as asserted by the entity.

Observe that supervisors approved the attendance and leave of the sclected employees/ofticials.

Procedure was not performed due to no exceptions occurring for this procedure in the prior year
or the existence of mitigating internal controls as asserted by the entity.

Observe that any leave accrued or taken during the pay period is reflected in the cntity’s
cumulative leave records.

Procedure was not performed due 1o no exceptions occurring for this procedure in the prior year
oF the existence of mitigating internal controls as asserted by the entify,
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Obtain a listing of those employees/officials that received termination payments during the fiscal
period and management’s representation that the list is complete. Randomly select two
employees/officials, obtain related documentation of the hours and pay rates used in management’s
termination payment calculations, agree the hours to the employee/officials’ cumulate leave records,
and agree the pay rates to the employee/officials’ authorized pay rates in the employee/officials’
personnel files.:

Procedure was not performed due to no exceptions occurring for this procedure in the prior year or
the existence of mitigating internal controls as asserted by the entity.

Obtain management’s representation that employer and employee portions of payroll taxes,
retirement contributions, health insurance premiums, and workers’ compensation premiums have
been paid, and associated forms have been filed, by required deadlines.

Procedure was not performed due to no exceptions occurring for this procedure in the prior year or
the existence of mitigating internal controls as asserted by the entity.

Ethics

20.

Using the 5 randomly selected employees/officials from procedure #16 under “Payroll and Personnel”
above obtain ethics documentation from management, and:

a) Observe that the documentation demonstrates each employee/official completed one hour of
ethics training during the fiscal period.

Procedure was not performed due to no exceptions occurring for this procedure in the prior year
or the existence of mitigating internal controls as asserted by the entity.

b) Observe that the documentation demonstrates each employee/official attested through signature
verification that he or she has read the entity’s ethics policy during the fiscal period.

Procedure was not performed due to no exceptions occurring for this procedure in the prior year
or the existence of mitigating internal controls as asserted by the entity.

Debt Service

21.

22,

Obtain a listing of bonds/notes issued during the fiscal period and management’s representation that
the listing is complete. Select all bonds/notes on the listing, obtain supporting documentation, and
observe that State Bond Commission approval was obtained for each bond/note issued.

Procedure was not performed due to no exceptions occurring for this procedure in the prior year or
the existence of mitigating internal controls as asserted by the entity.

Obtain a listing of bonds/notes outstanding at the end of the fiscal period and management’s
representation that the listing is complete. Randomly select one bond/note, inspect debt covenants,
obtain supporting documentation for the reserve balance and payments, and agree actual reserve
balances and payments to those required by debt covenants.

11
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Procedure was not performed due to no exceptions occurring for this procedure in the prior year or
the existence of mitigating internal controls as asserted by the entity.

Other

23,

24.

Obtain a listing of misappropriations of public funds and assets during the fiscal period and
management’s representation that the listing is complete. Select all misappropriations on the listing,
obtain supporting documentation, and observe that the entity reported the misappropriation(s) to the
legislative auditor and the district attorney of the parish in which the entity is domiciled.

A listing of misappropriations of public funds and assets during the fiscal period was provided. No
exceptions were noted as a result of performing this procedure.

Observe that the entity has posted on its premises and website, the notice required by R.S. 24:523.1
concerning the reporting of misappropriation, fraud, waste, or abuse of public funds.

No exceptions noted.
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Corrective Action

25. Obtain management’s response and corrective action plan for any exceptions noted in the above
agreed-upon procedures.

Management will update the debt policy to address the current debt service requirements. However,
the Authority currently follows Louisiana Revised Statues 39:1410.60 to 39:1410.65 for all debt
service requirements.

The Board of Trustees is working to revise the current bylaws, to address meeting frequency and
attendance. The Board of Trustees are provided the monthly financial statements and reporting via
email in an event a quorum is not present, and the scheduled monthly Board Meeting is cancelled.

Management is currently working to correct this problem by revising procedures around cash
collections. Management will ensure that staff uses pre-numbered receipts in the future; however,
management does reconcile collection documentation to the deposit slip when performing monthly
reconciliations.
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