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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Denham Springs/Livingston Housing and
Mortgage Finance Authority

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activity of the Denham
Springs/Livingston Housing and Mortgage Finance Authority (the Authority) as of and for the year
ended December 31, 2019, and the related notes to the financial statements, which collectively comprise
the Authority’s basic financial statements as listed in the table of contents. We also have audited the
financial statements of each of the Authority’s programs presented in the accompanying financial
statements as of and for the year ended December 31, 2019, as listed in the table of contents as
schedules 1 through 3.

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
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 of
material misstatement.



An audit mvolves 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
Authority’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 Authority’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 andit evidence we have obtained 1s 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 business-type activity of the Denham Springs/Livingston Housing
and Mortgage Finance Authority as of December 31, 2019, and the changes in 1ts financial position and
cash flows thereof for the year then ended in accordance with accounting principles generally accepted
in the United States of America. In addition, in our opinion, the financial statements referred to above
present fairly, in all material respects, the respective financial position of each of  the programs of the
Denham Springs/Livingston Housing and Mortgage Finance Authority, as of December 31,2019, and
the respective changes in financial position and cash flows of each program for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Report on Summarized Comparative Information

We have previously audited the Denham Springs/Livingston Housing and Mortgage Finance
Authority’s December 31, 2018 financial statements, and we expressed an unmodified audit opinion on
those audited financial statements in our report dated June 24, 2019. In our opinion, the summarized
comparative information presented herein as of and for the year ended December 31, 2018 is consistent,
in all material respects, with the audited financial statements from which it has been derived.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis information on pages 4 through 8 be presented to supplement the
basic financial statements. Such information, although not a part of the basic financial statements, 1s
required by the Governmental Accounting Standards Board, who considers 1t 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 Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 23,
2020, 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 Denham Springs/Livingston Housing and Mortgage Finance Authority’s internal
control over financial reporting and compliance.

Respectfully submitted,

Denham Springs, Louisiana
June 23, 2020



MANAGEMENT’S DISCUSSION AND ANALYSIS

The Management’s Discussion and Analysis of Denham Springs / Livingston Housing & Mortgage Finance
Authority’s (the “Authority”) financial performance presents a narrative overview and analysis of the
Authority’s financial activities for the year ended December 31, 2019. This document focuses on the current
year’s activities, resulting changes, and currently known facts in comparison with the prior year’s information.
Please read this document in conjunction with the Authority’s financial statements, which begin on page 9.

FINANCIAL HIGHLIGHTS

s During 2019, low but rising mortgage loan interest rates continued to cause the Authority’s mortgage
loans to first time home buyers to be prepaid but at a slower pace than the prior year. Prepayments from
mortgage loans (as the underlying collateral for the Mortgage Backed Securities) are used to retire bonds
prior to their maturity. Fewer assets result in lower mortgage related interest income and fewer bonds
typically results i lower bond interest expense.

e Total Assets for 2019 decreased by $16,623 as compared to $234,370 for 2018 primarily due to paydowns
of the mortgage asset related principal. Total Liabilities for 2019 decreased $325,114 as compared to
$200,475 for 2018 primarily due to the $321,681 reduction in Bonds Payable - Net.

o The Authority’s assets exceeded its liabilities at the close of fiscal year 2019 by $5,446,775, as compared
to $5,138,284 for 2018, which represents a $308,491 increase from 2018.

e The Authority’s gross revenue for 2019 (exclusive of the “Net Realized and Unrealized Gains / Losses on
Investments™) decreased $13,335 from $205,085 in 2018 to $191,750 in 2019 due primarily to the
decrease of interest earned on investments which includes the Mortgage Backed Securities (the “MBS’s™)
held as collateral for the various bond issues.

s There was a $308,491 positive change in net position for 2019 as compared to $33,895 negative change
for 2018. Change in net position was $108,160 in 2019 as compared to $108,577 in 2018 (excluding the
effect of unrealized gains and losses and the changes in the fair value of investments), a decrease of $417.



OVERVIEW OF THE FINANCIAL STATEMENTS

These basic financial statements consist of three sections - Management’s Discussion and Analysis (this
section), the basic financial statements (including the notes to the financial statements), and the supplemental
mformation.

Basic Financial Statements

The basic financial statements include information on a combined basis for the Authority as a whole, in a
format designed to make the statements easier for the reader to understand. The statements include the
Balance Sheet; the Statement of Revenues, Expenses and Changes in Net Position; and the Statement of Cash
Flows.

The Balance Sheet presents the assets and liabilities separately. The difference between total assets and total
liabilities is net position and may provide a useful indicator of whether the financial position of the Authority
is improving or deteriorating. The Schedule of Assets, Liabilities and Net Position by Program isonpage 21.

The Statement of Revenues, Expenses, and Changes in Net Position presents information showing how the
Authority’s net position changed because of the current year operations. Regardless of when cash is affected,
all changes in net position are reported when the underlying transactions occur. As a result, there are
transactions included that will not affect cash until future fiscal periods. The Schedule of Revenues, Expenses
and Changes in Net Position by Program is on page 22.

The Statement of Cash Flows presents information showing how the Authority’s cash changed because of the
current year’s operations. The cash flow statement is prepared using the direct method and includes the
reconciliation of net income (loss) to net cash provided by (used in) operating activities (indirect method) as
required by Statement No. 34 of the Governmental Accounting Standards Board. The Schedule of Cash Flow
by Program is on pages 23 and 24.




FINANCIAL ANALYSIS OF THE AUTHORITY

Denham Springs/Livingston Housing

and Mortgage Finance Authority
Statement of Net Posifion

For the Years Ended December 31, 2019 and 2018

Change
from
2019 2018 Prior Year
Cash and Cash Equivalents $ 1,235,262 $ 530,493 $ 704,769
Certificates of Deposit 935,292 1,097,162 (161,870)
Municipal Government Obligations and Corporate Bonds 2,924,829 2,920,820 4.009
FNMA Securities 24,658 155,893 (131,235)
GNMA Securities 426,938 625,821 (198.883)
FHLMC Securities 458,885 688,565 (229,680)
Accrued Interest Receivable 35,451 39,184 (3,733)
Total Assets $ 6,041,315 $ 6,057,938 $ (16,623)
Accounts Payable $ - $ 350 % (350)
Accrued Interest Payable 9.673 9,673 -
Unearned Servicing Release Fees 5,552 8,635 (3,083)
Bonds Payable - Net 579,315 900,996 (321,681)
Total Liabilities 594,540 919,654 (325,114)
Net Position:
Restricted for Debt Service 102,896 92,828 10,068
Unrestricted 5,343,879 5,045,456 298,423
Total Net Position 5,446,775 5,138,284 308,491
Total Liabilities and Net Position $ 6,041,315 $ 6,057,938 $ (16,623)

Restricted net position represents the net position that is 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. Conversely, unrestricted net position is assets for which

there are no such limitations.

Net position of the Authority mcreased by $308,491 from December 31, 2018 to December 31, 2019.
Without considering the Net Realized or Unrealized Gains/(Losses) on Investments, the Authority
experienced a gain of $108,160 in 2019 which is a decrease of $417 over the gain of $108,577 in 2018.



Denham Springs/Livingston Housing
and Mortgage Finance Authority
Condensed Statement of Changes in Net Position
For the Years Ended December 31, 2019 and 2018

Increase
2019 2018 (Decrease)
Revenues $ 392,081 $ 62,613 § 329,468
Expenses - Operating 83,590 96,508 (12,918)
Change m Net Position 5 308,491 $ (33,895 % 342386

Revenue

The Authority’s revenues increased by $329.468 primarily due to the change in Net Realized and Unrealized
Gains (Losses) on Investments and interest earned on other investments. Total Operating Expenses decreased
$12,918 in 2019 over 2018 primarily because of a decrease in bond interest payments of $13,404.

The Authority’s total revenues exclusive of “Net Realized and Unrealized Gains (Losses) on Investments”
decreased by $13,335 from 2018 to 2019 due to a decrease of interest earned on other investments.
Debt

The Authority had $900,996 in bonds outstanding at the end of 2018, compared to $579,315 at the end of
2019, as shown in the table below — a decrease of $321.681:

Increase
2019 2018 {Decrease)
Mortgage Revenue Bonds $§ 579315 § 900,996 $ (321,681)

The decreased debt level resulted from the $321,681 in retirement of bonds (either by maturity or early
redemption) in the 2007 program from payments and prepayments of mortgage related assets.

The Authority, like most local issuers of tax-exempt bonds, was affected by the crisis in the financial markets
during 2008 and 2009. The bond rating for the 2007 bond issue continues to carry the Aaa rating for the debt
of its Mortgage Revenue Bonds. None of the Authority’s programs contain any sub-prime loans.

The Authority had accounts payable and accrued interest payable of $15,225 outstanding at 2019 year-end
compared with $18,658 at the 2018 year-end. The decrease is primarily due to the reduction of “Unearned
Servicing Release Fees.”



ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

The Authority’s appointed officials considered the following factors and indicators when setting next year’s
budget. These factors and indicators include:

o The potential for the continuation of relatively low conventional mortgage loan interest rates continuing
into 2020 for the sixteenth (16") consecutive year could continue stimulating early mortgage loans
payofts (as a result of property sales and mortgage loans refinancing) which would result m anet decrease
in the Authority’s mortgage related assets. If mortgage rates stay low because of the lowering of the
short-term interest rates, the rate of mortgage loan refinancing’s and home sales could result in an increase
in the rate of bonds being prepaid. Home sales and property values remained stable to increasing in
Livingston Parish during 2019 but are expected to flatten into 2020 due to economic pressures because of
the Covid-19 crisis.

CONTACTING THE DENHAM SPRINGS / LIVINGSTON HOUSING & MORTGAGE FINANCE
AUTHORITY MANAGEMENT

This Financial report 1s designed to provide Louisiana’s citizens and taxpayers, as well as the Authority’s
customers and creditors with a general overview of the Denham Springs / Livingston Housing & Mortgage
Finance Authority’s finances and to show the Authority’s accountability for the money it recerves. If you have
any questions about this report or need additional financial information, please contact:

Stacy Jones 225-665-5406
Chairman

P O Box 2281

Denham Springs, LA. 70727-2281



DENHAM SPRINGS/LIVINGSTON HOUSING AND
MORTGAGE FINANCE AUTHORITY

BALANCE SHEET

AS OF DECEMBER 31, 2019
(WITH COMPARATIVE TOTALS AS OF DECEMBER 31, 2018)

2019 2018
ASSETS
Cash and Cash Equivalents S 1,235262 § 530,493
Certificates of Deposit 935292 1,097,162
Municipal Government Obligations and Corporate Bonds 2,924,829 2,920,820
FNMA Securities 24,658 155,893
GNMA Securities 426,938 625,821
FHLMC Securities 458,885 688,565
Accrued Interest Receivable 35,451 39,184
Total Assets $ 6,041,315 § 6,057,938
LIABILITIES AND NET POSITION
Liabilities:
Accounts Payable $ - $ 350
Accrued Interest Payable 9,673 9,673
Unearned Servicing Release Fees 5,552 8,635
Bonds Payable - Net 579,315 900,996
Total Liabilities 594,540 919,654
Net Position:
Restricted for Debt Service 102.896 92.828
Unrestricted 5,343,879 5,045,456
Total Net Position 5,446,775 5,138,284
Total Liabilities and Net Position S 6,041,315 § 6,057,938

The accompanying notes are an integral part of this statement.
9



DENHAM SPRINGS/LIVINGSTON HOUSING AND
MORTGAGE FINANCE AUTHORITY

STATEMENT OF REVENUES. EXPENSES AND

CHANGES IN NET POSITION

FOR THE YEAR ENDED DECEMBER 31, 2019
(WITH COMPARATIVE TOTALS FOR THE YEAR ENDED DECEMBER 31, 2018)

Operating Revenues:
Interest Earned on Other Investments
Commitment Fee Income
Net Realized and Unrealized Gains (Losses) on Investments

Total Operating Revenues

Operating Expenses:
Interest
Grants
Administrative Fees
Operating Expenses
Professional Fees

Total Operating Expenses

Change in Net Position

Net Position - Beginning of Year

Net Position - End of Year

The accompanying notes are an integral part of this statement.
10
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2019 2018
188,667 $ 203,182
3,083 1,903
200,331 (142,472)
392,081 62,613
25,386 38,790
30,000 30,000
8,380 7,619
2,924 2,599
16,900 17,500
83,590 96,508
308,491 (33,895)
5,138,284 5,172,179
5,446,775 $  5,138284




DENHAM SPRINGS/LIVINGSTON HOUSING AND
MORTGAGE FINANCE AUTHORITY

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2019
(WITH COMPARATIVE TOTALS FOR THE YEAR ENDED DECEMBER 31, 2018)

2019 2018
Cash Flows From Operating Activities:
Cash Receipts for:
Investment Income on Investments and Commitment Fees  $ 210,917 §$ 212,250
Cash Payments for:
Interest on Debt (38,766) (47,048)
Other Operating Expenses (58,554) (57,768)
Net Cash Provided by Operating Activities 113,597 107,434
Cash Flows From Investing Activities:
Purchase of Investments (366,296) (250,902)
Proceeds from Maturities, Sales and Paydowns
of Investments 1,268,852 383,650
Net Cash Provided by Investing Activities 902,556 132,748
Cash Flows From Noncapital Financing Activities:
Bond Redemptions (308,301) (190.264)
Servicing Release Fees (3,083) (1,903)
Net Cash Used in Noncapital Financing Activities (311,384) (192,167)
Net Increase in Cash and Cash Equivalents 704,769 48,015
Cash and Cash Equivalents at Beginning of Year 530,493 482,478
Cash and Cash Equivalents at End of Year $ 1235262 $ 530,493

(CONTINUED)
11



DENHAM SPRINGS/LIVINGSTON HOUSING AND

MORTGAGE FINANCE AUTHORITY

STATEMENT OF CASH FLOWS (CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2019
(WITH COMPARATIVE TOTALS FOR THE YEAR ENDED DECEMBER 31, 2018)

Cash Flows From Operating Activities:
Change in Net Position

Adjustments to Reconcile Change in Net Position to Net
Cash Provided by Operating Activities:
Net Amortization of Investment Discount (Premiumy)
Net Amortization of Bond Discount (Premium)
Net Realized and Unrealized (Gains)
Losses on Investments

Changes 1n Assets and Liabilities:
(Increase) Decrease in Accrued Interest Receivable
Increase (Decrease) in Accounts Payable

Net Cash Provided by Operating Activities

The accompanying notes are an integral part of this statement.

12

$

2019 2018
308,491 $ (33,895)
15,434 9,497
(13,380) (8,25%)
(200,331) 142,472
3,733 (2.332)
(350) (50)
113,597 $ 107,434




DENHAM SPRINGS/LIVINGSTON HOUSING AND
MORTGAGE FINANCE AUTHORITY

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

1) Summary of Significant Accounting Policies

A

Organization of Authority -

The Denham Springs/Livingston Housing and Mortgage Finance Authority (the
"Authority") 1s a public trust created pursuant to provisions of the Louisiana Revised
Statutes of 1950, as amended, by a Trust Indenture dated February 12, 1979. The
Authority's primary purpose is to provide means of financing the cost of residential home
ownership, development and rehabilitation which will provide decent, safe and sanitary
housing for low and moderate income residents of Livingston Parish at prices they can
afford, through the Authority's purchase of mortgage loans made to such persons by certain
mortgage lenders.

In April 2007, the Authority issued $14,375,000 of Series 2007 (Go Zone) Single Family
Mortgage Revenue Bonds to purchase GNMA, FNMA and/or FHLMC securities backed
by and based on the mortgage loans made by certain mortgage lending institutions made in
the eligible loan area to finance owner-occupied smgle family residential immovable
property located in Livingston Parish to be owned and occupied by low and moderate
income families or persons residing in the eligible loan area. The lending institutions
assembled these loans into pools in order to permit GNMA, FNMA, and/or FHLMC
securities to be issued and therefore to be purchased by the Authority with proceeds of the
Series 2007 Bonds.

The Authority is managed by a Board of Trustees appointed by the City Council of
Denham Springs. The Authority's Board of Trustees is empowered under the bond trust
indenture and the bond program agreement to contract with outside parties to conduct the
day-to-day operations of the Authority and the programs it mitiates. Under its original
single family mortgage purchase bond program, the Authority utilized area fiancial
mstitutions to originate and service the mortgage loans acquired. Regions Trust has been
designated as the Trustee of the 2007 program and has the fiduciary responsibility for the
custody and investment of funds. Regions Trust has been designated as the custodian of the
residual fund, while Raymond James manages investment of the funds.

Although located within the boundaries of the City of Denham Springs, the City does not
significantly influence the operations of the Authority nor 1s the Authority held accountable

to the City of Denham Springs for fiscal matters.

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

13
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DENHAM SPRINGS/LIVINGSTON HOUSING AND
MORTGAGE FINANCE AUTHORITY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2019

Based on criteria outlined in Statement No. 61 of the Governmental Accounting Standards
Board, the Denham Springs/Livingston Housing and Mortgage Finance Authority is
considered a related party to the City of Denham Springs.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation -

Measurement Focus - The Authority’s basic financial statements are prepared in
accordance with accounting principles generally accepted in the United States of America
as applied to governmental units and promulgated by the Governmental Accounting
Standards Board (GASB) Codification of Governmental Accounting and Financial
Reporting Standards. These statements established standards for external financial
reporting for all state and local governmental entities which includes a balance sheet, a
statement of revenues, expenses and changes in net position and a statement of cash flows.

The proprietary fund utilizes an “economic resources” measurement focus. The accounting
objectives of this measurement focus are the determination of operating income, changes in
net position (or cost recovery), and cash flows. All assets and hiabilities (whether current or
noncurrent) associated with their activities are reported. Proprietary fund equity is
classified as net position. The Authority has no governmental or fiduciary funds.

Basis of Accounting - The Authority uses the accrual basis of accounting. Revenues are
recognized when they are earned, and expenses are recognized at the time liabilities are
incurred or economic asset used.

The accounts of the Authority are organized on the basis of individual programs. The
programs, which are administered by a trustee bank, 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 statements to comprise the fund of the Authority.

The Authority’s accounts are organized into a single proprietary fund. The enterprise fund
(a proprietary fund) is used to account for operations (a) that are operated in a manner
similar to private business where the intent of the governing body is that the cost (expense,
including depreciation) of providing goods and services to the general public is financial or
recovered primarily through user charges or (b) where the governing body has decided that
the periodic determination of revenues earned, expenses incurred and/or changes in net
assets is appropriate for capital maintenance.

The Authority’s principal operating revenues are the interest and appreciation
(depreciation) related to investments and mortgages/mortgage-backed securities.

The Authority follows the guidance included in GASB Statement No. 62 - Codification of
Accounting and Financial Reporting Guidance Contained In Pre-November 1989 FASB
and AICPA Pronouncements.

14
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DENHAM SPRINGS/LIVINGSTON HOUSING AND
MORTGAGE FINANCE AUTHORITY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2019

Estimates

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

Investments

Investments are recorded at fair value. Fluctuations in the fair value of investments are
recorded as gains (losses) in the Statements of Revenues, Expenses and Changes in Net
Position.

Statements of Cash Flows

For purposes of reporting cash flows, cash and cash equivalents include certificates of
deposit and all highly liquid debt mstruments with maturities of three months or less when
purchased.

Summary Financial Information for 2018

The financial statements include certain prior year summarized imformation in total. Such
information does not include sufficient details to constitute a presentation in conformity
with generally accepted accounting principles. Accordingly, such information should
be read in conjunction with the Authority’s financial statements for the year ended
December 31, 2018, from which the summarized information was derived.

Bonds Payable -
The outstanding bonds payable at December 31, 2019 consist of the followmg:

2007 Series (Go Zone) Single Family Mortgage Revenue Bonds
Maturing Serially through November 1, 2040, with Interest at

5.00% Payable Monthly $ 555219
Add: Unamortized Bond Premium 24,096

Total 2007 Series $ 579,315

15



DENHAM SPRINGS/LIVINGSTON HOUSING AND
MORTGAGE FINANCE AUTHORITY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2019

A schedule of Changes in Long-Term Debt for the year 2019 is as follows:

2007
Series
Balances at January 1, 2019 $ 900,996
Additions:
Valued at Par -
Premium -
Deletions:
Cash Payments (308,301)
Amortization of Premium (13,380

Balances at December 31, 2019 $ 579,315

Debt Service requirements to maturity, including interest requirements, are as follows:

2007

Series
2020 $ 311,185
2021 148,099
2022 70,484
2023 33,545
2024 15,965
2025-2029 14,144
2030 - Thereafter 353
Add (Less) Unamortized Premium 24,096
Total Bond Principal and Interest 617,871
Less: Portion Representing Interest (38,556)
Total Principal Outstanding at

December 31, 2019 $ 579,315

Computation of annual principal redemptions for Series 2007 is determined by applying the 0%
PSA Prepayment Model. The PSA Prepayment Model was developed by the Public Securities
Association and is based on various assumptions. Actual principal redemptions may vary.

16
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DENHAM SPRINGS/LIVINGSTON HOUSING AND
MORTGAGE FINANCE AUTHORITY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2019

Cash and Investments -

The Authority’s programs maintain deposits at the Trustee bank. The balances of these deposits at
December 31, 2019, were either completely covered by FDIC insurance or were invested in U.S.
treasury money market funds. The Authority also has funds, classified as "Cash and Cash
Equivalents” on the Balance Sheet, which represent interests in money market mutual funds.

The Authority’s investments at December 31, 2019 are recorded at market value as summarized

below:
Amortized Fair Unrealized
Cost Value Gains (Losses)

Certificates of Deposit $ 907,762 $ 935292 $ 27,530
Municipal Government Obligations $ 2,838258 $ 2,873,677 $ 35,419
Corporate Bonds 49 888 51,152 1,264
Total Municipal Government Obligations

and Corporate Bonds $ 2,888,146 $ 2,924.829 hY 36,683
FNMA Mortgage Backed Securities $ 22,324 $ 24,658 8 2,334
GNMA Mortgage Backed Loan Pool $ 420,083 $ 426,938 $ 6,855
FHLMC Mortgage Backed Securities $ 326,635 $ 334583 $ 7,948
Fed Home Loan Bank 121,427 124,302 2,875
Total FHLMC Mortgage Backed

Securities and Fed Home Loan Bank $ 448,062 % 458,885 S 10,823

Included in the caption “Net Realized and Unrealized Gains (Losses)” on the Individual and
Combined Statements of Revenues, Expenses and Changes in Net Position for the year ended

December 31, 2019 are as follows:

Realized Gains
Realized Losses
Net Change in Unrealized Gains (Losses)

Total Net Realized and Unrealized
Gains (Losses) at December 31, 2019

17

$ -
(8,732)
209,063
$ 200,331




DENHAM SPRINGS/LIVINGSTON HOUSING AND
MORTGAGE FINANCE AUTHORITY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2019

As of December 31, 2019, the Authority’s investments had the following maturities:

Investment Maturities (in Years)

Amortized Fair Less More
Investment Type Cost Value Than 1 1-5 6-10 Than 10
Certificates of Deposit S 907,762 § 935,292 $ - S 208,88 $ 523,488 S 202,918
Municipal Obligations
and Corporate Bonds 2,888,146 2.924.829 226,101 1,159,743 1,055,763 483,222
U.S. Agencies 890.469 910,481 24,969 - 81.916 803.596
Total $4,686,377 $4.770,602 $251,070 $1,368,629 $1,661,167  S$1,489,736

Interest Rate Risk. Investments of the Authority’s various bond programs are limited to those
authorized in the various bond indentures. The Authority’s investment policy does not specifically
define Iimits for mvestment maturities as a means of managing its exposure to fair value losses
arising from changing interest rates. However, as a means of limiting its exposure to fair value
changes arising from fluctuations 1n interest rates, the Authority does attempt to ladder the
maturities of its investments. The Authority typically buys and holds its investments until maturity
or until called. Investments of the residual fund are managed by Raymond James in accordance
with the Authority’s investment policies.

Credit Risk. The Authority’s investments in U.S. Agencies carry the explicit guarantee of the
U.S. government.

Custodial Credit Risk - Deposits. In the case of deposits, this is the risk that in the event of a
bank failure, the Authority’s deposits may not be returned to it. The Authority does not have a
deposit policy for custodial credit risk. As of December 31, 2019, none of the Authority’s bank
balance of $2,143,075 was exposed to custodial credit risk because it was either completely
covered by FDIC insurance or was invested in U.S. treasury money market funds and held in trust.

Concentration of Credit Risk. The Authority places no limit on the amount the Authority may
invest in any one issuer. More than 5% of the Authority’s investments are in GNMAs and
FHLMC:s.

Fair Value of Financial Instruments. 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; Level 3 inputs are significant unobservable inputs.
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DENHAM SPRINGS/LIVINGSTON HOUSING AND

MORTGAGE FINANCE AUTHORITY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2019

The Authority has the following recurring fair value measurements as of December 31, 2019:

Assets at Fair Value as of December 31, 2019

Level 1 Level 2 Level 3 Total
Brokered Certificates of Deposit $ 935,292 $ - - $ 935292
U.S. Government and Agency
Securities 124,302 - - 124,302
Mortgage-Backed Securities - 786,179 - 786,179
Municipal Government Obligations - 2,873,677 - 2,873,677
Corporate Bonds - 51,152 - 51,152
$ 1,059,594 $ 3,711,008 - $ 4,770,602
“4) Compensation Paid Board Members -
Brent Dugas $ 100
James Durbin 50
Gerald Hughes 100
Kayla Johnson 50
Stacy Jones, Chairman 75
$ 375

)

Schedule of Compensation, Benefits, and Other Payments to Chairman of the Board of

Directors -

In accordance with Louisiana Revised Statute 24:513A, the following 1s a Schedule of
Compensation and Benefits received by Stacy Jones, Chairman of the Board of Directors, who was
the acting agency head for the year ended December 31, 2019:

Per Diem

Benefit Insurance
Travel Reimbursements
Conferences

Meals

Total Compensation
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Subsequent Events -

The COVID-19 outbreak in the United States and throughout the world has caused business
disruption through mandated and voluntary closings of schools and businesses. While the
disruption is currently expected to be temporary, there is considerable uncertainty around the
duration and its impacts on the District. Therefore, the extent to which COVID-19 may impact the
District’s financial condition or results of operations cannot be reasonably estimated at this time.

Management has evaluated subsequent events and transactions for potential recognition or

disclosures in the financial statements through June 23, 2020, the date which the financial
statements were available to be issued.
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DENHAM SPRINGS/LIVINGSTON HOUSING AND Schedule |
MORTGAGE FINANCE AUTHORITY

SCHEDULE OF ASSETS. LIABILITIES AND NET POSITION BY PROGRAM

AS OF DECEMBER 31, 2019
(WITH COMPARATIVE TOTALS AS OF DECEMBER 31, 2018)

Totals
2007 Residual
Series Fund 2019 2018
ASSETS
Cash and Cash Equivalents 5 89,656 S 1,145,606 $§ 1,235262 % 530,493
Certificates of Deposit - 935,292 935,292 1,097,162
Municipal Government Obligations and Corporate Bonds - 2,924,829 2,924,829 2,920,820
FNMA Securities - 24,658 24,658 155,893
GNMA Securities 292,627 134,311 426,938 625,821
FHLMC Securities 312,675 146,210 458,885 688,565
Accrued Interest Receivable 2,478 32,973 35,451 39,184
Total Assets $ 697,436 S 5343879 $§ 6,041,315 § 6,057,938
LIABILITIES AND NET POSITION
Liabilities:
Accounts Payable $ - S - $ - $ 350
Accrued Interest Payable 9,673 - 9,673 9,673
Unearned Servicing Release Fees 5,552 - 5,552 8,635
Bonds Payable - Net 579,315 - 579,315 900,996
Total Liabilities 594,540 - 594,540 919,654
Net Position:
Restricted for Debt Service 102,896 - 102,896 92,828
Unrestricted - 5,343,879 5,343,879 5,045,456
Total Net Position 102,896 5,343,879 5,446,775 5,138,284
Total Liabilities and Net Position $ 697,436 S 5343879 $§ 6,041,315 § 6,057,938

The accompanying notes are an integral part of this statement.
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DENHAM SPRINGS/LIVINGSTON HOUSING AND

MORTGAGE FINANCE AUTHORITY

SCHEDULE OF REVENUES, EXPENSES. AND CHANGES

IN NET POSITION BY PROGRAM

FOR THE YEAR ENDED DECEMBER 31, 2019
(WITH COMPARATIVE TOTALS FOR THE YEAR ENDED DECEMBER 31, 2018)

Operating Revenues:
Interest Earned on Other Investments
Commitment Fee Income
Net Realized and Unrealized Gains (Losses)
on Investments

Total Operating Revenues
Operating Expenses:
Interest
Grants
Administrative Fees
Operating Expenses
Professional Fees

Total Operating Expenses
Change in Net Position
Net Position - Beginning of Year
Net Position - End of Year

The accompanying notes are an integral part of this statement.
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Schedule 2

Totals
2007 Residual
Series Fund 2019 2018
25,036 $ 163,631 188,667 § 203,182
3,083 - 3,083 1,903
11,035 189,296 200,331 (142,472)
39.154 352,927 392,081 62,613
25,386 - 25,386 38,790
- 30,000 30,000 30,000
2,200 6,180 8,380 7.619
- 2,924 2,924 2.599
1,500 15,400 16,900 17,500
29.086 54,504 83,590 96,508
10,068 298,423 308,491 (33,895
92,828 5,045,456 5,138,284 5,172,179
102,896 $ 5,343,879 5,446,775 ¢ 5,138,284




DENHAM SPRINGS/LIVINGSTON HOUSING AND

(WITH COMPARATIVE TOTALS FOR THE YEAR ENDED DECEMBER 31, 2018)

Cash Receipts for:
Investment Income on Investments and Commitment Fees
Cash Payments for:
Interest on Debt
Other Operating Expenses
Net Cash Provided by Operating Activities

Cash Flows From Investing Activities:
Purchase of Investments
Proceeds from Maturities, Sales and Paydowns of Investments

Net Cash Provided by Investing Activities

Cash Flows From Noncapital Financing Activities:
Bond Redemptions
Servicing Release Fees

Net Cash Used in Noncapital Financing Activities
Net Increase (Decrease) in Cash and Cash Equivalents

Cash and Cash Equivalents at Beginning of Year
Cash and Cash Equivalents at End of Year

Schedule 3
MORTGAGE FINANCE AUTHORITY
SCHEDULE OF CASH FLOWS BY PROGRAM
FOR THE YEAR ENDED DECEMBER 31, 2019
Totals
2007 Residual
Series Fund 2019 2018
$ 44890 $ 166,027 § 210,917 $ 212.250
(38,766) - (38,766) (47,048)
(3,700) (54,854) (58,554) (57,768)
2,424 111,173 113,597 107.434
- (366,296) (366,296) (250,902)
305,631 963,221 1,268,852 383,650
305,631 596,925 902,556 132,748
(308,30) - (308,301 (190,264)
(3,083) - (3,083) (1,903)
(311,384) - (311,384) (192,167)
(3,329 708,098 704,769 48,015
92,985 437508 530,493 482,478
$ 89,656 § 1,145,606 § 1,235.262  $ 530,493
(CONTINUED)
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DENHAM SPRINGS/LIVINGSTON HOUSING AND Schedule 3
MORTGAGE FINANCE AUTHORITY (Continued)

SCHEDULE OF CASH FLOWS BY PROGRAM (CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2019
(WITH COMPARATIVE TOTALS FOR THE YEAR ENDED DECEMBER 31, 2018)

Totals
2007 Residual
Series Fund 2019 2018
Cash Flows From Operating Activities:
Change in Net Position $ 10,068 $ 298423 $ 308,491 § (33,895)
Adjustments to Reconcile Change in Net Position
to Net Cash Provided by Operating Activities:
Net Amortization of Investment Discount (Premium) 15,434 - 15,434 9,497
Net Amortization of Bond Discount (Premiun (13,380) - (13,380) (8,258)
Net Realized and Unrealized (Gains)
Losses on Investments (11,035) (189,296) (200,331) 142,472
Changes in Assets and Liabilities:
(Increase) Decrease in Accrued Interest Receivable 1,337 2,396 3,733 (2,332)
Increase (Decrease) in Accounts Payable - (350) (350) (50)
Net Cash Provided by Operating Activities S 2,424 8§ 111,173 $ 113,597 § 107,434

The accompanying notes are an integral part of this statement.
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MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS




T‘B Hannis T. Bourgeois

CPAs + Business Advisors

2322 Tremont Drive e Baton Rouge, LA 70809
178 Del Orleans Avenue, Suite C e Denham Springs, LA 70726
650 Poydras Street, Suite 1200 e New Orleans, LA 70130
Phone: 225.928.4770 e Fax: 225.926.0945
www.htbcpa.com

INDEPENDENT AUDITOR'S 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

To the Board of Directors
Denham Springs/Livingston Housing and
Mortgage Finance Authority

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 business-type
activity of the Denham Springs/Livingston Housing and Mortgage Finance Authority (the Authority) as of
and for the year ended December 31, 2019, and the related notes to the financial statements, which
collectively comprise the Authority’s basic financial statements, and have issued our report thereon dated
June 23, 2020.

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 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 acombination
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.
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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 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; however, under Louisiana Revised Statue 24:513,
this report is distributed by the Legislative Auditor as a public document.

‘Respectfully submitted,

)J\U'nnm T. B&W\ﬁ‘w‘d‘ Lf

Denham Springs, Louisiana
June 23, 2020
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DENHAM SPRINGS/LIVINGSTON HOUSING AND
MORTGAGE FINANCE AUTHORITY

SCHEDULE OF FINDINGS AND RESPONSES

DECEMBER 31, 2019

Findings - Internal Control Over Financial Reporting
None
Findings - Compliance and Others Matters

None
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DENHAM SPRINGS/LIVINGSTON HOUSING AND
MORTGAGE FINANCE AUTHORITY

SUMMARY SCHEDULE OF PRIOR YEAR FINDINGS

DECEMBER 31, 2019

Findings - Internal Control Over Financial Reporting

None
Findings - Compliance and Others Matters

None
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