LOUISIANA PUBLIC FACILITIES AUTHORITY

A COMPONENT UNIT OF THE

STATE OF LOUISIANA

FINANCIAL STATEMENT AUDIT
FOR THE YEAR ENDED DECEMBER 31, 2018

ISSUED JuLY 17, 2019




LOUISIANA LEGISLATIVE AUDITOR
1600 NORTH THIRD STREET
PoOsT OFFICE BOX 94397
BATON ROUGE, LOUISIANA 70804-9397

LEGISLATIVE AUDITOR
DARYL G. PURPERA, CPA, CFE

ASSISTANT LEGISLATIVE AUDITOR
FOR STATE AUDIT SERVICES
NICOLE B. EDMONSON, CIA, CGAP, MPA

DIRECTOR OF FINANCIAL AUDIT
ERNEST F. SUMMERVILLE, JR., CPA

Under the provisions of state law, this report is a public document. A copy of this report has been
submitted to the Governor, to the Attorney General, and to other public officials as required by
state law. A copy of this report is available for public inspection at the Baton Rouge office of the
Louisiana Legislative Auditor and online at www.lla.la.gov.

This document is produced by the Louisiana Legislative Auditor, State of Louisiana, Post Office
Box 94397, Baton Rouge, Louisiana 70804-9397 in accordance with Louisiana Revised Statute
24:513. One copy of this public document was produced at an approximate cost of $0.85. This
material was produced in accordance with the standards for state agencies established pursuant to
R.S. 43:31. This report is available on the Legislative Auditor’s website at www.lla.la.gov. When
contacting the office, you may refer to Agency ID No. 4160 or Report ID No. 80180168 for
additional information.

In compliance with the Americans With Disabilities Act, if you need special assistance relative to
this document, or any documents of the Legislative Auditor, please contact Elizabeth Coxe, Chief
Administrative Officer, at 225-339-3800.



TABLE OF CONTENTS

Page
Independent AUAITOr’S REPOIT..........voiuiiieieee ettt te e e sreesre e e e
Statement
Basic Financial Statements:
Statement Of Nt POSITION .....ocviiiiieiieieecce e A
Statement of Revenues, Expenses, and Changes
TN NEE POSITION. ...ttt sre s e = T
Statement 0f Cash FIOWS ........ccuoiiiiiiiices e Corrrreeee,
Notes to the Financial StAtEMENTS ..........cooviiiieiieice e 10
Exhibit
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 ...........cccocveveiieeiiere s A






LOUISIANA LEGISLATIVE AUDITOR
DARYL G. PURPERA, CPA, CFE

July 2, 2019

Independent Auditor’s Report

LOUISIANA PUBLIC FACILITIES AUTHORITY
STATE OF LOUISIANA
Baton Rouge, Louisiana

Report on the Financial Statements

We have audited the accompanying financial statements of the major enterprise funds and
aggregate nonmajor enterprise funds of the Louisiana Public Facilities Authority (Authority), a
component unit of the state of Louisiana, 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.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
did not audit the financial statements of the 2011A Taxable Student Loan Backed Bond Program
(2011A Program), which represent a major enterprise fund of the Authority. The financial
statements of the 2011A Program were audited by another auditor whose report has been
furnished to us, and our opinion, insofar as it relates to the amounts included for the 2011A
Program, is based solely on the report of the other auditor.

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 misstatement.
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Louisiana Public Facilities Authority Independent Auditor’s Report

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.

Opinion

In our opinion, based on our audit and the report of the other auditor, the financial statements
referred to above present fairly, in all material respects, the respective financial position of the
major enterprise funds and the aggregate nonmajor funds of the Authority as of December 31,
2018, and the respective changes in financial position and cash flows thereof for the year then
ended in accordance with accounting principles generally accepted in the United States of
America.

Emphasis of Matter

As discussed in note 1 to the financial statements, the Federal Family Education Loan Program
(FFELP) was amended in March 2010. While the Authority is prohibited from originating new
federally guaranteed student loans, the Authority can continue to administer the existing FFELP
student loan portfolio. Our opinions are not modified with respect to this matter.

Other Matters
Required Supplementary Information

Management has omitted the Management’s Discussion and Analysis that accounting principles
generally accepted in the United States of America require to be presented to supplement the
basic financial statements. Such missing 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. Our opinions on the basic financial statements are
not affected by this missing information.



Louisiana Public Facilities Authority Independent Auditor’s Report

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
July 2, 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 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.

Respectfully submitt

W [ lvpor=
Daryl G. Purpera, CPA, CFE
Legislative Auditor

JBM:BF:BQD:EFS:aa

LPFA 2018






LOUISIANA PUBLIC FACILITIES AUTHORITY
STATE OF LOUISIANA

Statement of Net Position, December 31, 2018

ENTERPRISE FUNDS

Statement A

SUPER TOP 2011A
OPERATING LOAN STUDENT LOAN  NONMAJOR
FUND PROGRAM PROGRAM FUNDS TOTAL
ASSETS
Current Assets:
Cash and cash equivalents (note 2) $1,492,862 $1,473,505 $16,651 $2,983,018
Certificates of deposit (note 2) 1,518,115 3,188,995 4,707,110
Fixed income securities (note 2) 1,548,262 1,548,262
Interfund receivable - program administration fees 78,628 78,628
Accounts receivable 111,092 12,369 123,461
Loans receivable (note 6):
Local Government Bond Bank Program 1,149,189 1,149,189
Rural Development Loan Program 305,780 305,780
Loans to nonprofit organizations 163,254 163,254
Loan to primary government 2,000,000 2,000,000
Prepaid expenses 10,807 10,807
Total current assets 8,377,989 4,674,869 NONE 16,651 13,069,509
Noncurrent assets:
Restricted assets:
Cash and cash equivalents (note 2) 9,917,393 9,917,393
Student loans receivable, net (note 6) 182,491,851 182,491,851
Accrued interest on student loans 4,841,805 4,841,805
Certificates of deposit (note 2) 7,530,811 2,265,263 9,796,074
Fixed income securities (note 2) 1,580,889 1,580,889
Investment in limited partnerships (note 2) 2,082,912 2,082,912
Loans receivable (note 6):
Local Government Bond Bank Program 5,683,163 5,683,163
Rural Development Loan Program 12,240 12,240
Loans to nonprofit organizations 1,174,504 1,174,504
Student loans, net 2,476,574 2,476,574
Accrued interest on student loans, net 81,635 81,635
Capital assets, net (note 8) 31,180 31,180
Total noncurrent assets 18,095,699 4,823,472 197,251,049 NONE 220,170,220
Total assets 26,473,688 9,498,341 197,251,049 16,651 233,239,729
LIABILITIES
Current Liabilities:
Interfund payables - program administration fees 78,628 78,628
Accounts payable 130,191 1,754 124,833 256,778
Accrued interest payable 1,053,649 1,053,649
Special allowance payment payable (note 7) 348 275,781 276,129
Total current liabilities 130,191 2,102 1,532,891 NONE 1,665,184
Noncurrent Liabilities:
Bonds payable (note 9) 158,946,911 158,946,911
Total noncurrent liabilities NONE NONE 158,946,911 NONE 158,946,911
Total liabilities 130,191 2,102 160,479,802 NONE 160,612,095
NET POSITION
Net investment in capital assets 31,180 31,180
Restricted for debt service 36,771,247 36,771,247
Unrestricted (note 11) 26,312,317 9,496,239 16,651 35,825,207
Total net position $26,343,497 $9,496,239 $36,771,247 $16,651 $72,627,634

The accompanying notes are an integral part of this statement.
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Statement B

LOUISIANA PUBLIC FACILITIES AUTHORITY
STATE OF LOUISIANA

Statement of Revenues, Expenses,

and Changes in Net Position
For the Fiscal Year Ended December 31, 2018

ENTERPRISE FUNDS

SUPER TOP 2011A
OPERATING LOAN STUDENT LOAN NONMAJOR
FUND PROGRAM PROGRAM FUNDS TOTAL

OPERATING REVENUES
Project and program administrative fees:

Finance acceptance fees $69,631 $69,631

Multi-family annual issuer fees 39,839 39,839

Program administrative fees 1,400,756 1,400,756

Financing application fees 3,000 3,000
Student loan interest $129,360 $9,174,447 9,303,807
Special allowance payments (note 7) (3,570) (1,661,971) (1,665,541)
Other income 2,061 822 2,883

Total operating revenues 1,515,287 126,612 7,512,476 NONE 9,154,375
OPERATING EXPENSES
Administrative services 14,939 14,939
Bad debt 2,565 192,753 195,318
Bond discount amortization 600,035 600,035
Bond interest expense 5,498,956 5,498,956
Business promotions and economic development 60,461 60,461
Depreciation 22,416 22,416
Employee's salaries and benefits 1,393,302 1,393,302
Grant expense 15,000 15,000
Insurance 31,317 31,317
Legal and accounting services 62,688 16,360 $1,000 80,048
Lender trustee fees 1,500 36,445 37,945
Office expense 108,487 108,487
Other 8,855 12,611 31,140 26 52,632
Per diems - Board of Trustees 11,200 11,200
Program administrative fees 1,028,161 1,028,161
Printing, publication, dues and subscriptions 54,861 54,861
Rent 195,418 195,418
Student loan servicing fees 12,812 709,003 721,815
Travel 51,815 51,815

Total operating expenses 2,030,759 29,488 8,112,853 1,026 10,174,126

OPERATING INCOME (LOSS) ($515,472) $97,124 ($600,377) ($1,026) ($1,019,751)

(Continued)

The accompanying notes are an integral part of this statement.
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Statement B

LOUISIANA PUBLIC FACILITIES AUTHORITY
STATE OF LOUISIANA
Statement of Revenues, Expenses,
and Changes in Net Position
For the Fiscal Year Ended December 31, 2018

ENTERPRISE FUNDS

SUPER TOP 2011A
OPERATING LOAN STUDENT LOAN NONMAJOR
FUND PROGRAM PROGRAM FUNDS TOTAL

NONOPERATING REVENUES (EXPENSES)
Interest income $429,800 $104,226 $68,811 $602,837
Realized and unrealized loss on investments (256,836) (5,317) (262,153)
Other income 1,980 1,980

Net nonoperating revenues 174,944 98,909 68,811 NONE 342,664
CHANGE IN NET POSITION (340,528) 196,033 (531,566) ($1,026) (677,087)
NET POSITION AT BEGINNING

OF YEAR 26,684,025 9,300,206 37,302,813 17,677 73,304,721
NET POSITION AT END OF YEAR $26,343,497 $9,496,239 $36,771,247 $16,651 $72,627,634

(Concluded)

The accompanying notes are an integral part of this statement.
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Statement C

LOUISIANA PUBLIC FACILITIES AUTHORITY
STATE OF LOUISIANA

Statement of Cash Flows
For the Year Ended December 31, 2018

ENTERPRISE FUNDS

SUPER TOP 2011A
OPERATING LOAN STUDENT LOAN  NONMAIJOR
FUND PROGRAM PROGRAM FUNDS TOTAL
Cash flows from operating activities:
Cash received for services provided $564,247 $564,247
Cash received for interfund services provided 1,040,872 1,040,872
Cash received on program loans 3,776,294 3,776,294
Cash received on student loans $399,874 $35,340,724 35,740,598
Cash received for interest on student loans 61,285 5,107,607 5,168,892
Cash paid for program loans issued (3,295,309) (3,295,309)
Cash paid to suppliers for goods and services (816,054) (28,599) (808,532) (1,653,185)
Cash paid for interfund services provided (1,040,872) (1,040,872)
Cash paid to employees for services (1,393,302) (1,393,302)
Cash paid for special allowance payments (7,791) (2,154,681) (2,162,472)
Cash paid for student loans repurchased (119,941) (1,356,930) (1,476,871)
Other disbursements ($1,026) (1,026)
Net cash provided (used) by operating activities (123,252) 304,828 35,087,316 (1,026) 35,267,866
Cash flows from noncapital financing activities:
Bond principal obligations paid (32,544,682) (32,544,682)
Interest paid on bonds (5,292,897) (5,292,897)
Net cash used in noncapital
financing activities NONE NONE (37,837,579) NONE (37,837,579)
Cash flows from capital and related financing activities:
Purchase of property and equipment (26,381) NONE NONE NONE (26,381)
Cash flows from investing activities:
Purchases of investments (2,481,000) (3,370,000) (5,851,000)
Proceeds from redemption of investments 3,117,695 2,460,000 5,577,695
Investment in limited partnerships (500,000) (500,000)
Investment income and interest 390,646 100,692 66,175 557,513
Net cash provided (used) by investing activities 527,341 (809,308) 66,175 NONE (215,792)
Net increase (decrease) in cash and cash equivalents 377,708 (504,480) (2,684,088) (1,026) (2,811,886)
Cash and cash equivalents at beginning of year 1,115,154 1,977,985 12,601,481 17,677 15,712,297
Cash and cash equivalents at end of year $1,492,862 $1,473,505 $9,917,393 $16,651 $12,900,411

(Continued)

The accompanying notes are an integral part of this statement.

8



LOUISIANA PUBLIC FACILITIES AUTHORITY

STATE OF LOUISIANA
Statement of Cash Flows
For the Year Ended December 31, 2018

ENTERPRISE FUNDS

Statement C

SUPER TOP 2011A
OPERATING LOAN STUDENT LOAN  NONMAIJOR
FUND PROGRAM PROGRAM FUNDS TOTAL
Reconciliation of operating loss to net cash
provided (used) by operating activities:
Operating income/(loss) ($515,472) $97,124 ($600,377) ($1,026) ($1,019,751)
Adjustments to reconcile operating loss to
net cash provided (used) by operating activities:
Depreciation 22,416 22,416
Bad debt 2,565 192,753 195,318
Bond discount amortization 600,035 600,035
Bond interest expense 5,498,956 5,498,956
Changes in assets and liabilities:
Decrease in accounts receivable 77,123 77,123
Decrease in interfund receivables 12,711 12,711
Decrease in prepaid expenses 865 865
Decrease in program loans 480,985 480,985
Decrease in student loans 240,007 30,545,055 30,785,062
Increase in accrued interest
on student loans (29,347) (629,614) (658,961)
Decrease in accounts payable (201,880) (1,300) (15,584) (218,764)
Decrease in interfund payables (12,711) (12,711)
Decrease in special allowance
payment payable (4,221) (491,197) (495,418)
Net cash provided (used) by operating activities ($123,252) $304,828 $35,087,316 ($1,026) $35,267,866
(Concluded)

The accompanying notes are an integral part of this statement.
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NOTES TO THE FINANCIAL STATEMENTS

INTRODUCTION

The Louisiana Public Facilities Authority (Authority) was created on August 21, 1974, by the
Public Facilities Corporation, a Louisiana corporation, as settler under an Indenture of Trust in
accordance with the provisions of the Louisiana Public Trust Act Louisiana Revised
Statute 9:2341 et seq. The Authority operates under a Board of Trustees.

The purposes of the Authority are to promote, encourage, and further the accomplishment of all
activities that are or may become of benefit to the state of Louisiana and that have a public
purpose. To accomplish these purposes, the Authority issues bonds that provide the proceeds for
the furtherance and accomplishment of various public purposes. The issuance of such obligations
is accounted for through trustee accounts maintained with various banks appointed as trustees.

Conduit Debt

The Authority issues bonds to provide capital financing for state and local governments and
nonprofit organizations. The obligations are limited and special obligations of the Authority,
and, as such, the Authority does not normally have any claims to assets or liabilities relating to
the bond issues. Accordingly, such transactions are not included in the accompanying financial
statements until such time as an asset or liability has been determined to exist relating to residual
amounts. The Authority divides its conduit bond issues for capital financing into either programs
or projects. Programs pool similar entities together into one shared borrowing for the benefits of
the participants. Project bond issues are for an individual entity. Total bond principal outstanding
at December 31, 2018, for programs and projects was $163,175,000 and $5,702,909,053,
respectively.

Student Loan Program

The Authority’s student loan program was initially established in 1984 to assure adequate loan
availability for students with a Louisiana connection, to promote greater access to higher
education in the state, and help reduce the cost of higher education. The funds for this program
were obtained through the issuances of various bond issues. All of the bonds issued to fund the
program are limited and special revenue obligations of the Authority and are not obligations of
the state of Louisiana or any political subdivision thereof.

The bond proceeds were used to acquire and originate guaranteed or insured Federal Family
Education Loan Program (FFELP) student loans through an FFELP-eligible lender trustee
arrangement. Substantially all of the student loans in the program were eligible for an upfront
benefit, or the loans are eligible for a reduction of interest rate during repayments when certain
timely payment conditions are met. The Authority has entered into agreements with two
corporations to service the student loans.

10



Louisiana Public Facilities Authority Notes to the Financial Statements

New FFELP student loans have not been acquired or originated since July 1, 2010, as a result of
the Health Care and Education Reconciliation Act of 2010 (HCERA). Under HCERA, all
federally-guaranteed loans are issued directly by the U.S. Department of Education (USDOE).
While the Authority is prohibited from originating new federally-guaranteed loans, the Authority
can continue to administer the existing FFELP student loan portfolio. The Authority is subject to
periodic examinations by the USDOE as required by the Higher Education Act.

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. BASIS OF PRESENTATION

The Governmental Accounting Standards Board (GASB) promulgates accounting
principles generally accepted in the United States of America and reporting standards for
state and local governments. These principles are found in the Codification of
Governmental Accounting and Financial Reporting Standards, published by GASB. The
accompanying financial statements have been prepared in accordance with such
principles.

B. REPORTING ENTITY

Using the criteria in GASB Codification Section 2100, the Division of Administration,
Office of Statewide Reporting and Accounting Policy has defined the governmental
reporting entity to be the state of Louisiana. The Authority is considered a component
unit of the state of Louisiana because the state has financial accountability over the
Authority in that the Louisiana Joint Legislative Committee on the Budget has the
authority to approve and amend the Authority’s budget and the governor appoints all the
Board of Trustees and can impose his/her will on the Authority. The accompanying
financial statements present only the activity of the Authority.

Annually, the state of Louisiana issues a Comprehensive Annual Financial Report, which
includes the activity contained in the accompanying financial statements. Those basic
financial statements are audited by the Louisiana Legislative Auditor.

The Authority has two blended component units, which have been presented as nonmajor
enterprise funds. The voting majority of these component units’ board members are
appointed by the Authority, and the Authority is able to impose its will on the
organizations by its ability to appoint, hire, or dismiss those persons responsible for the
day-to-day operations. These component units are blended because the component units
were organized as not-for-profit corporations in which the Authority is the sole corporate
member. The Authority’s two blended component units listed below do not issue
separate financial statements.

€)) The Louisiana Capital Funding Corporation (LCFC) is a nonprofit
Louisiana corporation that was organized to promote, support, aid, and
assist with the Authority’s Local Government Capital Funding program.
As of December 31, 2018, LCFC is dormant.
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Louisiana Public Facilities Authority Notes to the Financial Statements

(b) The Louisiana Equipment Finance Corporation (LEFC) is a nonprofit
Louisiana corporation that was organized to promote, support, aid, and
assist with the Authority’s programs. As of December 31, 2018, LEFC is
dormant.

C. BASIS OF ACCOUNTING

For financial reporting purposes, the Authority is considered a special-purpose
government engaged in only business-type activities (enterprise funds). Accordingly, the
Authority’s financial statements have been presented using the economic resources
measurement focus and the accrual basis of accounting. With this measurement focus, all
assets and liabilities associated with the operations are included on Statement A. Under
the accrual basis, revenues are recognized when earned, and expenses are recognized
when the related liability is incurred, regardless of the timing of related cash flows.

Operating revenues and expenses generally result from providing services in connection
with the Authority’s principal ongoing operations. All revenues and expenses not
meeting this definition are reported as nonoperating items.

The Authority reports the following major proprietary funds:
Operating Fund

This is the Authority’s primary operating fund and accounts for all of the
Authority’s activities except for student loan activities administered through
trusts.

2011A Taxable Student Loan Backed Bond Program

This fund accounts for student loan activities funded by the 2011A Taxable
Student Loan Backed Bond Program (2011A Program). The Authority operates
this program through an eligible lender trustee agreement between the Authority
and a financial institution. The primary purpose of the trust is for the eligible
lender trustee to legally own, on behalf of the Authority, the FFELP student loans,
manage the investments held in the trust, and make the required debt service
payments to bondholders. The bond indenture requires the use of certain funds to
be maintained by the trustee bank, which provide for the accounting for bonds
issued, debt service and bond redemption requirements, investments, and related
revenues and expenses. These individual funds of the program are aggregated in
the accompanying financial statements. To ensure the observance of limitations
and restrictions placed on the uses of resources, the accounting system is
organized and operated on a fund basis. The assets, liabilities, and net position of
the program are restricted funds, which represent the portion of funds available
for support of the program’s supporting services, such as debt service on the
bonds and other various program expenses.
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Louisiana Public Facilities Authority Notes to the Financial Statements

The Authority also issues separate audited financial statements for its 2011A
Program as required by the bond indenture. The 2011A Program financial
statements for the year ended December 31, 2018, are available at www.lpfa.com.

Super Top Loan Program

The Authority operates its Super Top Loan Program through an eligible lender
trustee agreement similar to the 2011A Program. The assets currently held in the
trust result from the refinancing of the Authority’s 1999 Student Loan Revenue
Bond Program with the 2011A Program. Under the bond indenture for the 2011A
Program, student loans that were in default or uninsured as of the refinancing
date, April 20, 2011, were ineligible to be included in the 2011A Program. These
loans along with the residual cash from the 1999 Student Loan Revenue Bond
Program’s trust were transferred to the Super Top Loan Program.

Under FFELP, the federal government requires lenders of student loans to
repurchase certain loans from the guarantor. Typically, these are loans for which
a claim was filed and paid previously by the guarantor but for a number of
reasons, such as a servicing error or the dismissal of a bankruptcy claim, the loan
must be repurchased by the lender. The funds in the Super Top Loan Program are
used for these “mandatory repurchases” of loans that were ineligible to be
included in the 2011A Program. In fiscal year 2018, the Authority’s Super Top
Loan Program repurchased loans totaling $117,938 from the guarantor.

The Authority’s Board of Trustees authorized a private loan program to refinance
student loans with the funds held in the trust. The Authority began funding new
loans under this program in September 2017.

The Authority’s two blended component units, which are presented as nonmajor
enterprise funds, are required to report information regarding their financial position and
activities according to three classes of net position: unrestricted net position, temporarily
restricted net position, and permanently restricted net position, as applicable. As of
December 31, 2018, there were no temporarily or permanently restricted net positions.

D. BUDGET PRACTICES

The Authority prepared its annual operating budget based on what was expected to be
collected during the fiscal year. Management presented the budget to the Authority’s
Board of Trustees for approval prior to the budget being submitted to the Louisiana Joint
Legislative Committee on the Budget. In addition, certain expenses were approved as
necessary by the Board of Trustees before payment. Any budget amendments necessary
during the year must be approved by the Board of Trustees and the Louisiana Joint
Legislative Committee on the Budget. The Authority is not required to present a budget
comparison in its financial statements.

13



Louisiana Public Facilities Authority Notes to the Financial Statements

E. CASH AND CASH EQUIVALENTS
AND INVESTMENTS

Cash and cash equivalents include demand deposits and money market deposits in trust
accounts. Investments and certificates of deposit are reported at fair value or at book
value if fair value is not readily determinable as determined by the Authority’s
management. Fair value generally is considered to be the amount that the Authority
might reasonably expect to receive for its investments if negotiations for sale were
entered into on the valuation date. Valuations as of any particular date, however, are not
necessarily indicative of the amount that the Authority ultimately may realize as a result
of a future sale or other disposition of the investments.

In preparing the financial statements, the Authority’s management is required to make
significant judgments that affect the reported amounts of certain investments as of the
date of the balance sheet and the change in unrealized appreciation (depreciation) for the
period. Because of the inherent uncertainty of valuation, these estimated values may
differ significantly from the value that would have been used had a ready market for
these investments existed, and these differences could be material.

The process of valuing certain investments requires significant judgments that are
particularly susceptible to change. The Authority’s management believes that investment
values are appropriate. While the Authority’s management uses available information to
recognize declines in investment values, future adjustments may be necessary based on
changes in economic conditions or changes in the results of the operations of an investee
company. Fluctuations in the fair value of investments and certificates of deposits are
recorded as realized and unrealized gains (losses) in Statement B.

The Authority has two equity investments, one in Louisiana Fund I, L.P., and the other in
Louisiana Fund I, L.P., which are reported at cost and adjusted for net investment losses.
Subsequent adjustments to values will reflect meaningful third-party transactions in the
private market or at fair market value reflecting, in any event, the investment’s
marketability, the business and prospects of the issuer of the investment, and other
relevant factors.

For purposes of the Statement of Cash Flows, the Authority considers all highly-liquid
investments with a maturity of three months or less when purchased to be cash
equivalents.

F. RECEIVABLES

Receivables are stated at their face value less any allowance for uncollectable accounts.
Allowances are based on the Authority’s periodic evaluation of receivables and the
Authority’s past loss experience. The allowances for uncollectable accounts are adjusted
by charges to income and decreased by charge-offs (net of recoveries). Currently, all
accounts receivable and loans from governments and nonprofit organizations are
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Louisiana Public Facilities Authority Notes to the Financial Statements

expected to be fully collected. The Super Top Loan Program’s student loans and accrued
interest on student loans are reported net of allowance for uncollectable amounts.

Student loans in the 2011A Program are reported at their outstanding principal balance
and adjusted for any charge-offs, premiums paid on loans, the allowance for loan losses,
capitalized deferred interest, and any deferred fees or costs on originated loans.

The allowance for student loan losses in the 2011A Program is established as losses are
estimated to have occurred through a provision for loan losses charged to earnings. Loan
losses are charged against the allowance when management believes the uncollectability
of a loan balance is confirmed. The allowance for loan losses is evaluated annually and
is maintained at a level that, in management’s judgment, is adequate to absorb credit
losses inherent in the loan portfolio. The amount of the allowance is based on
management’s evaluation of the collectability of the loans, trends in historical loss
experience and specific delinquent loans, and economic conditions.

G. CAPITAL ASSETS

The Authority has established a $2,500 threshold for capitalization of purchases of office
furniture and equipment and leasehold improvements. Depreciation of all capital assets
used by the Authority is charged as an expense against its operations. Depreciation of
capital assets is calculated using the straight-line method over the estimated useful lives
of the assets. The estimated useful lives by capital asset type are as follows:

Office furniture and equipment 3-5 years
Leasehold improvements Life of lease

H. NET POSITION
Net position is classified in the following three components:

@ Invested in capital assets — This component of net position consists of
capital assets, net of accumulated depreciation. The Authority has no
capital asset-related debt.

(b) Restricted net position — This component of net position consists of
resources subject to external constraints placed on the Authority by
creditors, grantors, contributors, laws or regulations of other governments,
or constraints imposed by law through constitutional provisions or
enabling legislation.

(©) Unrestricted net position — This component of net position consists of net
position that does not meet the definition of “restricted” or “invested in
capital assets.”

When both restricted and unrestricted resources are available for use, it is the Authority’s
policy to use restricted resources first, then unrestricted resources as they are needed.
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l. PROGRAM INVESTMENT EARNINGS

Program Investment Earnings consist primarily of residual funds of retired program
conduit bond issues. Residual proceeds represent cash and investment balances of a
program bond issue that remain after the extinguishment of all obligations, including
applicable arbitrage rebate to the federal government. The residuals are due to the
Authority unless the issue’s Indenture of Trust identifies another recipient. The residual
funds are recognized as income to the Authority upon the termination of the issue’s
Indenture of Trust. The Authority received no program residual funds related to retired
program bond issues in fiscal year 2018.

J. PROJECT AND PROGRAM ADMINISTRATIVE FEES

The Authority’s project and program administrative fee revenues in the Operating Fund
include the following:

Financing Application Fee — The Authority assesses a nonrefundable financing
application fee of $500 on all project-financing applications formally submitted
for consideration by the Authority’s Board of Trustees.

Finance Acceptance Fee — The Authority requires a finance acceptance fee
usually equal to one-twentieth of one percent of the face amount of issued bonds
less the financing application fee. The finance acceptance fee covers general
administration expenses incurred by the Authority. This fee is due upon the
closing of a bond issue and is recorded as revenue at such time.

Multi-Family Annual Issuer Fees — The Authority assesses an annual issuer fee on
all multi-family bond issues. The fee is based upon a percentage of the
outstanding bond principal balance as of January 1 of each year. The percentage
usually is either one-twentieth of one percent for pre-1985 issues or one-tenth of
one percent for issues thereafter. The fee covers general administration expenses
incurred by the Authority.

Program Administrative Fees — The Authority is compensated as administrator of
programs through a fee based upon a percentage of the outstanding loans or assets
of the programs listed below. These fees cover administrative costs and general
administration expenses incurred by the Authority to administer the programs.

Interfund Services Provided to the 2011A Program

The 2011A Program assesses a total fee to be paid for both servicing and
program administrative fees (total) equal to a percentage of the
outstanding pool balance (loan principal plus expected interest to be
capitalized) paid on a monthly basis. The monthly program administrative
fee paid by the 2011A Program to the Operating Fund is equal to the
difference between the monthly total fee and the monthly servicing fees
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paid to the third-party loan servicers. The portion of the total fee
representing the servicing fees can be adjusted upward each year by 3% to
factor in inflation. For fiscal year 2018, the total fee was 0.876431%.
After servicing fees were paid by the trustee from the total fee, the
program administration fee revenue received in the Operating Fund from
the 2011A Program was $1,028,161 in fiscal year 2018. This amount is
also reported as program administration fees in the 2011A Program’s
expenses.

Direct Loan Servicing Program

In 2012, the Authority began receiving fees as a servicer of federal direct
student loans owned by the USDOE (direct student loans). HCERA
allows the U.S. Secretary of Education to contract with eligible and
qualified not-for-profit organizations to facilitate the servicing of direct
student loans.

The Authority qualifies as a not-for-profit student loan servicer under
HCERA. Although HCERA allows eligible nonprofit servicers to service
up to 100,000 accounts each, the U.S. Secretary of Education can adjust
loan volume based on performance. The Authority has partnered with
other qualified not-for-profit student loan servicers and EdFinancial
Services, LLC (EdFinancial) for the servicing of such direct student loans.
Under this teaming arrangement, EdFinancial performs the servicing
function of the direct student loan accounts allocated to the Authority and
the other nonprofit organizations. The Authority and the other nonprofit
organizations receive a portion of the servicing fees paid to EdFinancial
by the federal government. Fees received by the Authority are determined
by taking the payment received from the federal government, subtracting
fees billed by EdFinancial, and dividing this number by the number of
nonprofits participating in the program. With this income, the Authority
supports its statewide education initiatives and assists Louisiana students
with their quest for higher education.

LDNR Flex-Fund Revolving Loan Program

The Authority administers the Flex-Fund Revolving Loan Program
(FFRLP) on behalf of the Louisiana Department of Natural Resources.
FFRLP provides low-cost financing for public and private Louisiana-
domiciled institutions implementing approved energy efficient projects.
The Authority receives administrative fees from program participants as
0.0050% of the outstanding loan balance.
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K. CAPITALIZED INTEREST

The cash flow from the 2011A Program financed student loans and the Authority’s
ability to make payments due on the bonds will be reduced to the extent interest is not
currently payable on the financed student loans. The borrowers on most student loans are
not required to make payments during the period in which they are in school and for
certain authorized periods thereafter, as described in the Higher Education Act. The
USDOE will make all interest payments while payments are deferred under the Act on
certain subsidized student loans that qualify for the interest benefit payments. For all
other student loans, interest generally will be capitalized and added to the principal
balance of the student loans. The financed student loans will consist of student loans for
which payments are deferred as well as student loans for which the borrower is currently
required to make payments of principal and interest. The proportions of the financed
student loans for which payments are deferred and currently in repayment will vary
during the period that the bonds are outstanding. The amount of capitalized interest
recognized on the 2011A Program student loans during the year ended December 31,
2018, was $3,440,972.

L. INCOME TAXES

No provision is made for income taxes because as a public trust whose beneficiary is the
state of Louisiana, the Authority is exempt from federal and state income taxes.

M. ESTIMATES AND ASSUMPTIONS

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 amount of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and
the reported period. Actual results could differ from those estimates.

2. CASH AND CASH EQUIVALENTS AND INVESTMENTS

Cash and cash equivalents include demand deposits and money market funds totaling $1,509,513
and $1,473,505, respectively. The demand deposits (bank balances) are fully secured by FDIC
and SIPC.

Investments are recorded at fair value as required by GASB Statement No. 72, Fair Value
Measurement and Application. 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. As of December 31,
2018, the Authority reported fair value measurements in the amount of $17,632,335. These
investments are classified in Level 2 of the fair market value hierarchy and valued using
independent pricing services and/or computerized pricing models.
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Fixed income investments and certificates of deposit as of December 31, 2018, are presented
below.

Investments Maturities (in Years)

Investment Type Fair Value < than 1 year 1to5 6to 10 > than 10
Certificates of deposit -

Operating Fund $9,048,926 $1,518,115 $7,530,811

Certificates of deposit -

Super Top Loan Program 5,454,258 3,188,995 2,265,263

Fixed income securities -
Operating Fund

U.S. agencies 1,411,715 783,819 $627,896
U.S. agency strips 1,645,436 1,508,262 137,174
Municipal government
bonds 72,000 40,000 32,000
Total $17,632,335 $6,255,372 $10,749,067 NONE $627,896

As of December 31, 2018, the Authority had $2,082,912 invested in limited partnerships,
Louisiana Fund | and Louisiana Fund Il. Louisiana Fund | and Louisiana Fund Il were formed to
provide venture capital to early stage development companies and a significant portion of these
limited partnerships is invested in early stage development companies. The Authority decided to
participate in these limited partnerships to further the Authority’s economic development
activities. Because these assets are held primarily to further the economic development
objectives of the Authority, the Authority determined that the cost method is the appropriate
measurement basis. These assets are, therefore, reported at cost and adjusted for net investment
losses. Appreciation for the limited partnerships’ investments in the early stage development
companies is uncertain and, therefore, has not been recorded.

As a means of limiting its exposure to fair value changes arising from fluctuations in interest
rates, the Authority attempts to ladder the maturities of its investments so that at least 15-20% of
its investments mature or come due each year and purchased securities do not have maturities in
excess of eight years. The Authority typically buys and holds its investments until maturity or
until called. Any exceptions to this policy will be based on recommendations of the chief
executive officer to members of the Investment Committee.

The Authority limits investments in commercial paper and corporate bonds to the top two ratings
issued by nationally-recognized statistical rating organizations (NRSROs). As of December 31,
2018, the Authority held no investments in commercial paper or corporate bonds. No specific
credit ratings are required by the Authority’s policy for its investments in municipal government
bonds and securities of U.S agencies. The Authority’s investments in municipal government
bonds and U.S. agency strips were unrated by NRSROs. The Authority’s investments in
securities of U.S. agencies that are implicitly guaranteed ($822,966 is explicitly guaranteed) by
the U.S. government total $588,749 and have an Aaa rating from Moody’s Investors Service.

Investments in fixed income securities in the amount of $3,129,151 are held by custodial banks
in the name of the Authority and, therefore, not exposed to custodial credit risk. Investments in
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certificates of deposit totaling $14,503,184 were fully insured by the FDIC as of December 31,
2018.

The Authority does not have a policy limiting the amount of investments in any one issuer. At
December 31, 2018, more than five percent of the Authority’s investments totaling $19,715,247
were invested in the following issuers:

Percent of
Investment Total

Issuer Amount Investments
The Financing Corporation $1,508,262 7.7%
Louisiana Fund II, L.P. $1,416,375 7.2%

The Authority has a $2,000,000 commitment in Louisiana Fund 11, of which $1,700,000 has been
funded as of December 31, 2018. The remaining unfunded commitment of $300,000 will be paid
according to the terms of the limited partnership agreement and will be funded with available
cash or future revenues of the Authority.

The 2011A Program’s restricted cash and cash equivalents totaling $9,917,393 consists of
amounts invested in Wells Fargo Secured Institutional Money Market Account. The 2011A
Program’s funds deposited under the trust indenture are authorized to be invested in marketable
direct obligations of the United States or any state or political subdivision, time deposit open
accounts, marketable bonds, debentures, notes, or other evidence of indebtedness issued or
guaranteed by any government agency, shares of an investment company whose shares are
registered under the Federal Securities Act of 1933, or commercial paper rated in the single
highest classification.

3. LEASES
The Authority leases its office facilities under an operating lease agreement that was renewed on

March 17, 2016, for five years. Rental expense in 2018 applicable to the Authority’s offices
was $185,638. Future minimum lease payments are as follows:

December 31, 2019 179,816
December 31, 2020 182,685
December 31, 2021 45,910

$408,411

4. EMPLOYEE RETIREMENT PLAN

The Authority sponsors a 401(k) profit sharing plan, a defined contribution pension plan that
covers all employees and is administered by the Newport Group. Benefit terms, including
contributions requirements, are established and may be amended by the Authority’s Board of
Trustees. The Authority has no additional liability upon the retirement of an employee. The
plan is subject to the Internal Revenue Code (IRC) minimum funding requirement for
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governmental plans of 7.5% of the eligible employee salaries. The Authority provides the
minimum contributions and the Authority’s contributions above the minimum requirements are
discretionary, as determined annually by the Board of Trustees. The employer contribution
percentage during the year was 11.2%. Employees are not required to contribute to the plan but
are permitted to make contributions up to the applicable IRC limits. For the year ended
December 31, 2018, employer and employee contributions totaled $118,374 and $62,710,
respectively. The employer contributions are included in the Employees’ Salaries and Benefits
in the accompanying financial statement.

Employees are immediately vested in their own contributions and in the 3% safe harbor portion
of the Authority’s contributions. Employees vest in 25% of the remaining employer
contributions after each year of service until fully vested after the fourth year of service.
Nonvested employer contributions are forfeited upon termination of employment. There were no
forfeited contributions in the fiscal year.

S. LITIGATION

Because of the Authority’s status as an issuer of bonds, it is routinely named in various
litigations related to the funded projects and programs. In the opinion of management and legal
counsel for the Authority, these claims are without merit because of the Authority’s limited
position as only a conduit for the bond issues.

6. LOANS RECEIVABLE
Loans to governments and nonprofit organizations

The Authority’s Local Government Bond Bank Program and Rural Development Loan Program
lower the cost of local governments’ borrowing by making direct loans for a portion of the total
borrowing at interest rates ranging from 0% to 2.5%. In addition, the Authority loans funds to
local nonprofit organizations with interest rates ranging from 0% to 3% to assist these
organizations with securing additional funding from other sources. In 2016, the Authority
provided a loan to the state of Louisiana’s Department of Economic Development (LED) for
$2,000,000 at an annual interest rate of 2% to be used by LED for economic development job-
related purposes in LED’s Bonding Assistance Program. The principal is due in 2019, and
interest payments are due annually. Management expects its outstanding loans to governments
and nonprofit organizations presented in Statement A as of December 31, 2018, will be fully
collectable and require no allowance for uncollectable loans.

Student Loans — Super Top Loan Program

The Authority reports its Super Top Loan Program’s student loan receivables and accrued
interest on student loans net of the allowance for uncollectable amounts. Student loans have
various maturity dates. The Super Top Loan Program’s student loans include those loans that
were ineligible for inclusion in the 2011A Program and mandatory repurchased loans that were
previously defaulted. In 2017, the Authority started a private loan program to refinance student
loans. Due to the nature of these loans and the timing uncertainty of collections, all student loans
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and accrued interest on student loans as of December 31, 2018, are reported as noncurrent assets.
The student loan receivables for the Super Top Loan Program are as follows:

Student Loans Accrued Interest
(Principal) on student loans Total
Receivable, gross $2,479,169 $81,635 $2,560,804
Allowance for uncollectible (2,595) (2,595)
Noncurrent receivable, net $2,476,574 $81,635 $2,558,209

Restricted Student Loans — 2011A Program

Student loans acquired by the 2011A Program have various maturity dates. The maximum
maturity date is dependent on loan type, repayment option and outstanding balance and other
terms as established by the USDOE and authorized by the Higher Education Act. For
consolidation loans the maximum maturity date is 30 years. As of December 31, 2018, the
2011A Program’s principal balance in the student loan portfolio was $182,674,343 of student
loans at interest rates ranging from 2.37% to 9.00%. Interest on loans is recognized over the
term of the loan and is calculated using the simple-interest method on principal amounts
outstanding.

Each student loan purchased or originated by the 2011A Program has a loan guarantee in effect
covering at least 98% for loans first guaranteed prior to July 1, 2006, and 97% for loans first
guaranteed on or after July 1, 2006, of the principal and interest outstanding on the student loans
issued under FFELP in accordance with Higher Education Act. However, all loans must meet
due diligence requirements in order to be eligible for federal guarantee. The Authority feels
substantially all loans under the 2011A Program have met all necessary requirements. In the
event of any denied default claim due to an error by the originating lender or a servicer, the
2011A Program may have recourse against the servicers and/or the original lending institution.
Loans are considered past due based on their contractual terms. Loans that are past due 90 days
or more and still accruing interest amounted to $11,892,082 at December 31, 2018.

Delinquent student loans (past due 90 days or more) included in the accompanying financial
statements represented 6.52% of total loans in the 2011A Program. As a result of the
aforementioned, the Authority has included a reserve of $182,492 for the uncollectable loans at
December 31, 2018.

All of the student loans originated or purchased by the 2011A Program met one of the following
criteria:

1) A basic eligible federally guaranteed subsidized or nonsubsidized Stafford student
loan in which the federal government makes interest subsidy payments available
to reduce student interest costs and is eligible as defined in Section 438 of the
Higher Education Act for purposes of receiving special allowance payments.
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2 An eligible federal PLUS/SLS loan for graduate and professional students,
undergraduate independent students, and supplemental loans to parents of
dependent students.

3 An eligible federal consolidation loan for borrowers to fund payment and
consolidation of the borrower’s obligation of guaranteed student loans and certain
other loans authorized pursuant to other federal programs.

7. SPECIAL ALLOWANCE PAYMENTS

Special allowance payments are either received from or paid to the USDOE in accordance with
the Higher Education Act. The amount of interest that the 2011A Program and the Super Top
Loan Program are allowed to earn on the student loans held under each program is set by the
Higher Education Act. The permitted amount of interest can be either above or below the
amount of interest received by the programs from the borrowers. If the interest received from
the borrowers is below the permitted amount, the USDOE will make a special allowance
payment to the programs equal to the difference between the permitted amount of interest and
the actual interest received from the borrower. If the interest received from the borrowers is
above the permitted amount, the programs must pay the excess interest received from the
borrowers to the USDOE as a negative special allowance payment. The special allowance
payments are calculated based on the daily average unpaid principal balance for certain types of
loans. For the year ended December 31, 2018, excess interest of $1,661,971 and $3,570 for the
2011A Program and the Super Top Loan Program, respectively, was remitted or owed to the
USDOE, and is presented as a contra revenue account on Statement B. The accrued special
allowance payment due to the USDOE at December 31, 2018, is reported as a liability on
Statement A for both programs.

8. CAPITAL ASSETS

Capital assets of the Authority are included on Statement A at historical cost, net of accumulated
depreciation. Capital asset activity for the year ended December 31, 2018, was as follows:

Adjusted
Balance Prior Period Balance Balance

Jan. 1, 2018 Adjustments Jan. 1, 2018 Additions Deletions Dec. 31, 2018
Office furniture and equipment $653,261 ($37,156) $616,105 $26,381 ($307,806) $334,680
Leasehold improvements 9,877 9,877 (1,592) 8,285
Total 663,138 (37,156) 625,982 26,381 (309,398) 342,965

Less accumulated depreciation
Office furniture and equipment (626,046) 37,156 (588,890) (22,416) 307,806 (303,500)
Leasehold improvements (9,877) (9,877) 1,592 (8,285)

Total accumulated

depreciation (635,923) 37,156 (598,767) (22,416) 309,398 (311,785)
Total capital assets, net $27,215 $0 $27,215 $3,965 $0 $31,180
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In 2018, the Authority changed its capitalization threshold from $1,000 to $2,500. All assets
capitalized as of January 1, 2018, with historical cost less than $2,500 are presented above as
current year deletions.

9. BONDS PAYABLE - 2011A PROGRAM

On April 20, 2011, the Authority issued $509,000,000 of Taxable Student Loan Backed Bonds
Series 2011A for the purpose of refunding all of the $567,200,000 of bonds outstanding in
connection with the Authority’s 1999 Student Loan Revenue Bond Program (the refunded
bonds). The Authority used $67,997,843 of the 1999 Student Loan Revenue Bond Program
funds held by the trustee to pay down the refunded bonds as of April 20, 2011. At that time, the
trustee also released all of the student loans described in note 6 hereof from the lien created by
the Indenture of Trust for the 1999 Student Loan Revenue Bond Program and transferred the
loans to the 2011A Program or the Super Top Loan Program.

The 2011A bonds originally consisted of $151,000,000 of Taxable Student Loan Backed Bonds,
series 2011A-1 due April 26, 2021; $248,000,000 of Taxable Student Loan Backed bonds Series
2011A-2 due April 26, 2027; and $110,000,000 Taxable Student Loan Backed Bonds Series
2011A-3 due April 25, 2035, (collectively the “Series 2011A Bonds”) issued pursuant to an
Indenture of Trust dated April 1, 2011, between the Authority and Wells Fargo Bank, National
Association (as successor to the Bank of New York Mellon Trust Company, N.A.) as eligible
lender trustee and trustee.

The bond indenture provides that bond principal and interest are secured by pledges of all
student loans acquired, all revenues and collections with respect to such loans, and all funds
established by the 2011A Program, together with all of the proceeds generated therefrom. All of
the bonds currently bear interest at a variable rate which is the three month LIBOR rate, plus
.90% for the A-2 Series and plus .95% for the A-3 Series in accordance with the bond indenture.

The bonds pay quarterly distributions of principal and interest on the twenty-fifth of each
January, April, July, and October. Outstanding bonds payable at December 31, 2018, consist of
the following:

Series 2011A-2
Term bonds, due April 26, 2027, bearing interest at a
variable rate as stated in the bond indenture, which
was 3.6361% at December 31, 2018, payable quarterly $52,287,844

Series 2011A-3
Term bonds, due April 25, 2035, bearing interest at a
variable rate as stated in the bond indenture, which

was 3.6861% at December 31, 2018, payable quarterly 106,659,067
Total bonds payable $158,946,911
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The change in bonds payable (including principal and unamortized discount) for the year ended
December 31, 2018, is as follows:

Balance Balance Due Within
January 1, 2018 Additions Deletions December 31, 2018 One Year
Series 2011A $190,891,558 NONE ($31,944,647) $158,946,911 NONE

The scheduled debt principal maturities and minimum interest payments during the five years
ending December 31, 2023, and thereafter are as follows:

Year Principal Interest
2019 $3,801,370
2020 3,811,793
2021 3,801,370
2022 3,801,370
2023 3,801,370
2024-2028 $52,287,844 16,977,464
2029-2033 12,929,936
2034-2035 106,659,067 3,405,961

$158,946,911 $52,330,634

The revenue bonds are subject to mandatory tender and purchase by the 2011A Program at par,
plus accrued interest through the date tendered, until the bonds mature. Principal will be paid,
first on the Series A-2 bonds until paid in full, then on the Series A-3 bonds until paid in full.
Future interest payments were calculated using the rate of interest in effect at the end of the fiscal
year.

10. COMPENSATED ABSENCES

Employees earn and accumulate annual and sick leave at various rates depending on their years
of service. Vacation and sick leave is paid to the employees upon termination. Employees have
the option to receive payment of unused vacation and sick leave in December or can choose to
use the accumulated vacation and sick leave in the future. The liability for unused compensated
absences is $61,974 and is reflected in Statement A in the accounts payable balance.

11.  NET POSITION
The Authority has unrestricted net position at December 31, 2018, of $35,825,207, which the

Board of Trustees has designated for the following uses:
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. The Board of Trustees adopted a resolution specifying that $23,000,000 of the
unrestricted net position be used for the Economic Development and Essential
Purpose Loan Program, the Local Government Capital Facilities Bond Bank
Program, and the Rural Development Loan Program.

. The Board of Trustees has also adopted a resolution specifying that all of the
funds in the Super Top Loan Program, which accounts for $9,496,239 of the
unrestricted net position, be used for the Authority’s student loan program.

. Pursuant to resolutions adopted by the Board of Trustees, the Authority entered
into contracts legally binding the Authority to invest in Louisiana Fund | and
Louisiana Fund Il limited partnerships, and $2,382,912 of the unrestricted net
position is specified for these investment commitments.

The total of these three specified uses of unrestricted net position is $34,879,151.
12. CONDENSED FINANCIAL INFORMATION
Following is condensed financial information for the Authority’s two blended component units.

Statement of Net Position

Louisiana Louisiana
Capital Equipment Total
Funding Finance Nonmajor
Corporation Corporation Funds
Current assets $6,726 $9,925 $16,651
Current liabilities NONE NONE NONE
Unrestricted net position $6,726 $9,925 $16,651
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Statement of Revenues, Expenses, and Changes in Net Position

Louisiana Louisiana
Capital Equipment Total
Funding Finance Nonmajor
Corporation Corporation Funds
Operating revenues NONE NONE NONE
Operating expenses $511 $515 $1,026
Change in net position (511) (515) (1,026)
Net position at beginning of year 7,237 10,440 17,677
Net position at end of year $6,726 $9,925 $16,651
Statement of Cash Flows
Louisiana Louisiana
Capital Equipment Total
Funding Finance Nonmajor
Corporation Corporation Funds
Net cash flows used by
operating activities ($511) ($515) ($1,026)
Net decrease in cash (511) (515) (1,026)
Cash at beginning of year 7,237 10,440 17,677
Cash at end of year $6,726 $9,925 $16,651

27



OTHER REPORT REQUIRED BY
GOVERNMENT AUDITING STANDARDS

Exhibit A

The following pages contain a report on internal control over financial reporting and on
compliance with laws and regulations and other matters required by Government Auditing
Standards issued by the Comptroller General of the United States. The report is based solely on
the audit of the financial statements and includes, where appropriate, any significant deficiencies
and/or material weaknesses in internal control or compliance and other matters that would be
material to the presented financial statements.






LOUISIANA LEGISLATIVE AUDITOR
DARYL G. PURPERA, CPA, CFE

July 2, 2019

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

Independent Auditor’s Report

LOUISIANA PUBLIC FACILITIES AUTHORITY
STATE OF LOUISIANA
Baton Rouge, Louisiana

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 financial
statements of the major enterprise funds and aggregate nonmajor enterprise funds of the
Louisiana Public Facilities Authority (Authority), a component unit of the state of Louisiana, 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, and have issued our
report thereon dated July 2, 2019. Our report was modified to include an emphasis-of-matter
paragraph regarding the Authority’s inability to originate new federally-guaranteed student loans
due to changes in the Federal Family Education Loan Program. Our report also includes a
reference to another auditor who audited the financial statements of the 2011A Taxable Student
Loan Backed Bond Program, which represents a major enterprise fund of the Authority. This
report does not include the results of the other auditor’s testing of internal control over financial
reporting or compliance and other matters that are reported separately by those auditors.

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
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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. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

Compliance and Other 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 entity’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 Authority’s
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose. Under Louisiana Revised Statute 24:513, this report is distributed by the Legislative
Auditor as a public document.

Respectfully submitt

W W&r
Daryl G. Purpera, CPA, CFE
Legislative Auditor
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