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April 13, 2007

Independent Auditor's Report

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

We have audited the accompanying financial statements of the Louisiana Public Facilities Authority
(A Public Trust), a component unit of the State of Louisiana, as of and for the year ended December
31, 2006, as listed in the foregoing table of contents. These financial statements are the responsibility
of management of the Louisiana Public Facilities Authority. Our responsibility is to express an
opinion on these financial statements based on our audit.

In addition, Hannis T. Bourgeois, LLP, acting separately, audited the financial statements of the
component units discretely presented in the Louisiana Public Facilities Authority’s financial
statements. The component units audited by us separately, account for 100% of the assets of the
component units column on the Balance Sheet.

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 includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.



In our opinion, the financial statements present fairly, in all material respects, the financial position of
the Louisiana Public Facilities Authority, as of December 31, 2006, and changes in financial position
and cash flows thereof for the year then ended, in conformity with accounting principles generally
accepted in the United States of America.

Management’s Discussion and Analysis on pages 3 through 8 is not a required part of the basic
financial statements but is supplementary information required by the Governmental Accounting
Standards Board. We have applied certain limited procedures, which consisted principally of inquiries
of management regarding the methods of measurement and presentation of the supplementary
information. However, we did not audit the information and express no opinion on it.

Respectfully submitted,

Tlonrcas 7 Wocusgton, £



FINANCIAL STATEMENTS



MANAGEMENT’S DISCUSSION AND ANALYSIS

The following Management’s Discussion and Analysis (MD&A) of the Louisiana Public Facilities
Authority’s activities and financial performance provides the reader with an introduction and overview to
the financial statements of the Louisiana Public Facilities Authority (Authority) for the fiscal year ended
December 31, 2006. The information contained in this MD&A should be considered in conjunction with
the information contained in the financial statements that follow this section.

Following this MD&A are the basic financial statements of the Authority together with the notes
thereto which are essential to a full understanding of the data contained in the financial statements. In
addition to the basic financial statements and accompanying notes, these financial statements also present
certain required supplementary information about the Authority.

FINANCIAL HIGHLIGHTS

" The Authority’s total assets increased by $400,249 or approximately 1.85%. Likewise,
total net assets increased by $414,802 or approximately 1.93%.

" Total cash and investments at December 31, 2006 represent approximately 73% of the
Authority’s total assets.

. Operating revenues remained constant when compared to the prior year.

" Operating expenses increased over the prior year primarily because of increases in salaries
and grant expenses as well as general cost increases.

" Non-operating revenues increased from the prior year due to higher interest rates on the
Authority’s investments.

OVERVIEW OF THE FINANCIAL STATEMENTS

Management’s Discussion and Analysis

Basic Financial Statements

Required supplementary information
(other than MD&A)



The preceding graphic illustrates the minimum requirements for Special Purpose Governments
Engaged in Business-Type Activities established by Governmental Accounting Standards Board Statement
34, Basic Financial Statements—and Management’s Discussion and Analysis—for State and Local
Governments.

These financial statements consist of three sections: Management’s Discussion and Analysis; the
basic financial statements; and the required supplementary information. The basic financial statements
also include notes that explain in more detail some of the information in the financial statements.

Basic Financial Statements

The Authority’s financial statements are prepared on an accrual basis in accordance with U.S.
generally accepted accounting principles promulgated by the Governmental Accounting Standards Board
(GASB). The Authority is structured as a single enterprise fund with revenues recognized when earned,
not when received. Expenses are recognized when incurred, not when they are paid. Capital assets are
capitalized and (except land) are depreciated over their useful lives. See the notes to the financial
statements for a summary of the Authority’s significant accounting policies.

The financial statements of the Authority report information about the Authority using accounting
methods similar to those used by private sector companies. These statements offer short- and long-term
financial information about its activities. The Balance Sheet includes all of the Authority’s assets and
liabilities and provides information about the nature and amounts of investments in resources (assets) and
the obligations to Authority creditors (liabilities). It also provides the basis for computing rate of return,
evaluating the capital structure of the Authority, and assessing the liquidity and financial flexibility of the
Authority. All of the current year’s revenues and expenses are accounted for in the Statement of Revenues
and Expenses and Changes in Net Assets. This statement measures the success of the Authority’s
operations over the past year and can be used to determine whether the Authority was profitable and its
credit worthiness. The final required financial statement is the Statement of Cash Flows. The primary
purpose of this statement is to provide information about the Authority’s cash receipts and cash payments
during the reporting period. The statement reports cash receipts, cash payments, and net changes in cash
resulting from operations, investing, and financing activities and provides answers to such questions as
where did cash come from, what was cash used for, and what was the change in cash balance during the
reporting period. The cash flow statement is prepared using the direct method, and includes the
reconciliation of operating income (loss) to net cash provided (used) by operating activities (indirect
method) as required by GASB 34.



The following is a condensed Balance Sheet at December 31, 2005 and 2006:

Current and Other Noncurrent Assets
Net Capital Assets
Total Assets

Current Liabilities
Total Liabilities

Net Assets
Invested in Capital Assets, Net of Debt
Unrestricted
Total Net Assets

FINANCIAL ANALYSIS OF THE AUTHORITY

One of the most important questions asked about the Authority’s finances is “Is the Authority as a
whole better off or worse off as a result of the year’s activities?” The Balance Sheet, and the Statement of
Revenues and Expenses and Changes in Net Assets report information about the Authority’s activities in a
way that will help answer this question. These two statements report the net assets of the Authority and
changes in them. You can think of the Authority’s net assets - the difference between assets and liabilities
- as one way to measure financial health or financial position. Over time, increases or decreases in the
Authority’s net assets are one indicator of whether its financial health is improving or deteriorating.
However, you will need to consider other non-financial factors such as changes in economic conditions

©+H &H

2005 2006

21,502,044 $ 21,903,882
87,635 86,046
21,589,679 $ 21,989,928
139,350 $ 124,797
139,350 $ 124,797
87,635 $ 86,046
21,362,694 21,779,085
21,450,329 $ 21,865,131

and new or changed government legislation, both state and federal.

The following is a condensed statement of Revenues, Expenses, and Changes in Net Assets for the

fiscal years ended December 31, 2005 and 2006:

Operating revenues
Operating expenses

Operating income (loss)

Non-operating revenues (expenses)

Net increase in net assets

$

$

2005 2006
2144450 $ 2,131,290
(2,279,057) (2,418,781)
(134,607) (287,491)
265,037 702,293
130,430 $ 414,802




As detailed in the above summary, the Authority’s net assets increased by $414,802 in fiscal year
2006. This continues the Authority’s history of having net income every year since 1994, the first full year
after the formation by the Board of Trustees of the Development Committee.

One of the highest priorities of the Board of Trustees and management of the Authority is the
preservation of the Authority’s assets. Another priority is utilizing these assets for the betterment of the
citizens of Louisiana while at the same time preserving the assets for future use by the Authority. With
this in mind, the Authority has developed programs where it makes direct loans, primarily to small local
governments, at a zero percent interest rate to help buy down the cost of financing for the borrower. Under
this philosophy, the Authority restricts the amount of grants it makes and instead focuses on loans where
the capital is returned to the Authority in a reasonable amount of time.

There was a slight decrease in operating revenues from fiscal year 2005. The decrease in operating
revenues resulted primarily from a $96,078 decrease in Financing Acceptance Fees. The decrease in
Financing Acceptance Fees was due to a decrease in bond issuance volume from approximately $752
million in fiscal year 2005 to approximately $557 million in fiscal year 2006.

The increase in Operating Expenses was due in large part to a $51,921 increase in salaries, a

$25,500 increase in grant expenses, and a $19,791 increase in Repairs and Maintenance of IT equipment
during fiscal year 2006.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets:

As of December 31, 2006, the Authority had $525,099 invested in capital assets consisting mainly of
office furniture and equipment. This amount represents a net increase of $46,389 over last year.

Debt:

The Authority had no outstanding debt as of December 31, 2006.

VARIATIONS BETWEEN ACTUAL AND FINAL BUDGET

The Joint Legislative Committee on the Budget approves the annual operating budget of the
Authority.

The following is a summary of the budget adopted by the Authority’s Board of Trustees and
approved by the Joint Legislative Committee on the Budget for the fiscal year ending on December 31,
2006, compared to the actual operating results for said fiscal year.



Budget Actual Difference

Operating revenues $ 2,205500 $ 2,131,290 $ (74,210)
Operating expenses (2,890,975) (2,418,781) 472,194

Operating Income or (Loss) (685,475) (287,491) 397,984
Non-operating revenues 400,000 702,293 302,293
Net Increase (Decrease) in net assets $ (285,475) $ 414802 $ 700,277

The 2006 budget also authorizes the purchase of $65,800 in capital assets for the Authority. The
cost of these capital assets will be capitalized and written off over the estimated useful life of the assets
through depreciation expenses.

Operating Revenues were less than the budgeted amount due to a decrease in the amount of bonds
issued and the resulting financing acceptance fees collected in connection therewith. Program
Administrative Fees in connection with our student loan program were also less than anticipated due to a
large number of loans being consolidated away from our portfolio.

Operating Expenses were less than expected because of staff vacancies at the Authority and general
cost saving measures used by the Authority.

Non-operating revenues were more than budgeted primarily because of higher interest rates on the
Authority’s investments and unrealized gains on the market value of these investments. The Authority
does not budget for gains or losses on the value of investments due to the uncertain nature of market
conditions that determine such gains or losses.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

The Authority submits a budget at the beginning of each year for approval by the Authority’s
Board of Trustees and the Joint Legislative Committee on the Budget. The following is a summary of the
budget adopted by the Authority’s Board of Trustees and approved by the Joint Legislative Committee on
the Budget for the fiscal year ending on December 31, 2007.

Operating revenues $ 2,245,500
Operating expenses (2,986,355)

Operating Loss (740,855)
Non-operating revenues 450,000
Net increase or (decrease) in net assets $ (290,855)



The 2007 budget also authorizes the purchase of $65,850 in capital assets for the Authority. The
cost of these capital assets will be capitalized and written off over the estimated useful life of the assets
through depreciation expenses.

CONTACTING THE AUTHORITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide the citizens of Louisiana with a general overview of the
Authority’s finances and to show the Authority’s accountability for the money it receives. If you have any
questions about this report or need additional information, contact the Authority at 2237 South Acadian
Thruway, Suite 650, Baton Rouge, Louisiana 70808, or visit the Authority’s web site at www.Ipfa.com.



LOUISIANA PUBLIC FACILITIES AUTHORITY
BALANCE SHEET

AS OF DECEMBER 31, 2006

ASSETS
Primary Component Total Reporting
Government Units Entity
Current Assets:
Cash and Cash Equivalents $ 3924404 $ 28,944 $ 3,953,348
Interest Bearing Deposits 1,054,427 - 1,054,427
Investment Securities 198,188 - 198,188
Receivables:
Advance Costs-Projects 23,556 - 23,556
Program Administrative Fees 277,573 - 277,573
Financing Application Fees 19,000 - 19,000
Project Financing Fees 39,991 - 39,991
Annual Issuer Fees 85,423 - 85,423
Accrued Interest and Dividend Receivable 89,807 - 89,807
Local Government Bond Bank 910,330 - 910,330
Rural Development Loan Program 1,016,000 - 1,016,000
Mortgage Loans Receivable - 126,743 126,743
7,638,699 155,687 7,794,386
Prepaid Expenses 30,348 - 30,348
Total Current Assets 7,669,047 155,687 7,824,734
Noncurrent Assets:
Capital Assets:
Office Furniture and Equipment 515,222 - 515,222
Leasehold Improvements 9,877 - 9,877
525,099 - 525,099
Less: Accumulated Depreciation (439,053) - (439,053)
Net Capital Assets 86,046 - 86,046
Other Assets:
Interest Bearing Deposits - Long-Term 3,614,142 - 3,614,142
Investment Securities - Long-Term 7,132,454 - 7,132,454
Receivables - Long-Term:
Reimbursable Bond Issuance Costs, Less
Allowance for Doubtful Accounts of $17,000 161,695 - 161,695
Local Government Bond Bank 1,388,560 - 1,388,560
Loans to Nonprofit Organizations 1,937,984 - 1,937,984
Mortgage Loans Receivable - Long Term - 9,346,194 9,346,194
Total Other Assets 14,234,835 9,346,194 23,581,029
Total Noncurrent Assets 14,320,881 9,346,194 23,667,075
Total Assets $ 21,989,928 $ 9,501,881 31,491,809

The accompanying notes are an integral part of this statement.

LIABILITIES AND NET ASSETS

Exhibit A

Primary Component Total Reporting
Government Units Entity
Current Liabilities:
Accounts Payable $ 124,797 $ - 124,797
Mortgage Loans Payable - 126,743 126,743
Total Current Liabilities 124,797 126,743 251,540
Long-Term Liabilities:
Mortgage Loans Payable - 9,346,194 9,346,194
Total Long-Term Liabilities - 9,346,194 9,346,194
Total Liabilities 124,797 9,472,937 9,597,734
Net Assets:
Invested in Capital Assets, Net of Related Debt 86,046 - 86,046
Unrestricted 21,779,085 28,944 21,808,029
Total Net Assets 21,865,131 28,944 21,894,075
Total Liabilities and Net Assets $ 21,989,928 $ 9,501,881 $ 31,491,809




LOUISIANA PUBLIC FACILITIES AUTHORITY

Exhibit B

STATEMENT OF REVENUES AND EXPENSES AND CHANGES IN NET ASSETS

FOR THE YEAR ENDED DECEMBER 31, 2006

Primary Component Total Reporting
Government Units Entity
Operating Revenues:
Program Investment Earnings $ 15,656 $ - $ 15,656
Project and Program Administrative Fees:
Finance Acceptance Fees 276,625 - 276,625
Multi-Family Annual Issuer Fees 156,596 - 156,596
Program Administrative Fees 1,652,328 - 1,652,328
Financing Application Fees 22,000 - 22,000
Other Income 8,085 - 8,085
Interest - Mortgage Loans - 642,541 642,541
Total Operating Revenues 2,131,290 642,541 2,773,831
Operating Expenses:
Administrative Services 72,645 - 72,645
Business Promotion and Economic Development 159,244 - 159,244
Depreciation 47,978 - 47,978
Employees' Salaries and Benefits 1,011,200 - 1,011,200
Grant Expense 535,500 - 535,500
Insurance 41,673 - 41,673
Interest - Mortgage Loans - 642,541 642,541
Legal and Accounting Services 49,722 990 50,712
Office Expense 126,523 - 126,523
Other 76,994 71 77,065
Printing, Publications, Dues and Subscriptions 67,396 - 67,396
Rent 150,524 - 150,524
Travel 61,382 - 61,382
Trustee Per Diems 18,000 - 18,000
Total Operating Expenses 2,418,781 643,602 3,062,383
Operating Loss (287,491) (1,061) (288,552)
Non-Operating Revenues (Expenses):
Interest Income, Net 663,019 - 663,019
Realized and Unrealized Gains and (Losses) on
Investments 39,274 - 39,274
Total Non-Operating Revenues (Expenses) 702,293 - 702,293
Change in Net Assets 414,802 (1,061) 413,741
Total Net Assets - Beginning of Year 21,450,329 30,005 21,480,334
Total Net Assets - End of Year $ 21,865,131 % 28,944 $ 21,894,075

The accompanying notes are an integral part of this statement
10



Exhibit C
LOUISIANA PUBLIC FACILITIES AUTHORITY

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2006

Primary Component Total Reporting
Government Units Entity
Cash Flows From Operating Activities:
Cash Received from Customers $ 1,998,231 $ 642,541 $ 2,640,772
Cash Payments to Suppliers for Goods and
Services (685,140) (643,531) (1,328,671)
Cash Payments to Employees for Services (1,011,200) - (1,011,200)
Other Operating Revenues (Expenses) (699,024) (71) (699,095)
Net Cash Used in Operating Activities (397,133) (1,061) (398,194)
Cash Flows From Non-Capital Financing Activities:
Principal Collections on Mortgage Loans - 1,782,234 1,782,234
Principal Repayment on Mortgage Loans - (1,782,234) (1,782,234)
Net Cash Provided by Non-Capital
Financing Activities - - -
Cash Flows From Capital and Related Financing
Activities:
Purchase of Property and Equipment (46,389) - (46,389)
Net Cash Used in Capital and Related
Financing Activities (46,389) - (46,389)

Cash Flows From Investing Activities:
Purchase of Interest Bearing Deposits and
Investment Securities (1,858,442) - (1,858,442)
Proceeds from Sale and Maturities of
Interest Bearing Deposits and Investment

Securities 1,233,514 - 1,233,514
Interest on Investments, Interest Bearing Deposits

and Cash Equivalents 663,019 - 663,019

Net Cash Provided by Investing Activities 38,091 - 38,091

Net Decrease in Cash and Cash Equivalents (405,431) (1,061) (406,492)

Cash and Cash Equivalents - Beginning of Year 4,329,835 30,005 4,359,840

Cash and Cash Equivalents - End of Year $ 3924404 3 28,944 3 3,953,348

(CONTINUED)
11



Exhibit C

(Continued)
LOUISIANA PUBLIC FACILITIES AUTHORITY
STATEMENT OF CASH FLOWS - CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2006
Primary Component Total Reporting
Government Units Entity
Reconciliation of Operating Loss to
Net Cash Provided by (Used in) Operating
Activities:
Operating Loss $ (287,491) $ (1,061) $ (288,552)
Adjustments to Reconcile Loss from Operations
to Net Cash Used in Operating Activities:
Depreciation 47,978 - 47,978
Changes in Assets and Liabilities:
(Increase) Decrease in Receivables (128,058) - (128,058)
(Increase) Decrease in Prepaid Expenses (15,009) - (15,009)
Increase (Decrease) in Accounts Payable (14,553) - (14,553)
Net Cash Used in Operating Activities $ (397,133) $ (1,061) $ (398,194)
Schedule of Noncash Financial and Investing
Activities:
Amortization of Discounts on Receivables Based
on Imputed Interest Rate of 5.31%; Netted
with Interest Income $ 287,794 $ - $ 287,794
Unrealized Gains and (Losses) on Investments $ 39,274 % - $ 39,274

The accompanying notes are an integral part of this statement.
12



Exhibit D
LOUISIANA PUBLIC FACILITIES AUTHORITY

COMBINING BALANCE SHEETS

ALL DISCRETELY PRESENTED COMPONENT UNITS

AS OF DECEMBER 31, 2006

ASSETS
Louisiana Louisiana LPFA
Capital Equipment Housing
Funding Finance Assistance
Corporation Corporation Corporation Totals
Current Assets:
Cash and Cash Equivalents $ 12,849 $ 16,095 $ - $ 28,944
Receivables:
Mortgage Loans Receivable - - 126,743 126,743
Total Current Assets 12,849 16,095 126,743 155,687
Noncurrent Assets:
Mortgage Loans Receivable - Long Term - - 9,346,194 9,346,194
Total Noncurrent Assets - - 9,346,194 9,346,194
Total Assets $ 12,849 $ 16,095 $ 9,472,937 $ 9,501,881

LIABILITIES AND NET ASSETS

Current Liabilities:

Mortgage Loans Payable $ - $ - $ 126,743 $ 126,743

Total Current Liabilities - - 126,743 126,743
Long-Term Liabilities:

Mortgage Loans Payable - - 9,346,194 9,346,194
Total Long Term Liabilities - - 9,346,194 9,346,194
Total Liabilities - - 9,472,937 9,472,937

Net Assets:
Unrestricted 12,849 16,095 - 28,944
Total Net Assets 12,849 16,095 - 28,944
Total Liabilities and Net Assets $ 12,849 $ 16,095 $ 9,472,937 $ 9,501,881

The accompanying notes are an integral part of this statement.
13



Exhibit E
LOUISIANA PUBLIC FACILITIES AUTHORITY

COMBINING STATEMENT OF REVENUES AND EXPENSES AND CHANGES IN NET ASSETS

ALL DISCRETELY PRESENTED COMPONENT UNITS

FOR THE YEAR ENDED DECEMBER 31, 2006

Louisiana Louisiana LPFA
Capital Equipment Housing
Funding Finance Assistance
Corporation ~ Corporation  Corporation Totals
Operating Revenues:
Interest - Mortgage Loans $ - $ - $ 642,541 $ 642,541
Total Operating Revenues - - 642,541 642,541
Operating Expenses:
Interest - Mortgage Loans - - 642,541 642,541
Legal and Accounting Services 495 495 - 990
Other 40 31 - 71
Total Operating Expenses 535 526 642,541 643,602
Change in Net Assets (535) (526) - (1,061)
Total Net Assets - Beginning of Year 13,384 16,621 - 30,005
Total Net Assets - End of Year $ 12,849 $ 16,095 $ - $ 28,944

The accompanying notes are an integral part of this statement.
14



LOUISIANA PUBLIC FACILITIES AUTHORITY

COMBINING STATEMENTS OF CASH FLOWS

Exhibit F

ALL DISCRETELY PRESENTED COMPONENT UNITS

FOR THE YEAR ENDED DECEMBER 31, 2006

Louisiana
Capital
Funding
Corporation

Louisiana
Equipment
Finance
Corporation

LPFA Housing

Assistance
Corporation Totals

Cash Flows From Operating Activities:

Cash Received from Customers $ - $ - $ 642,541 $ 642,541
Cash Payments to Suppliers for Goods and
Services (495) (495) (642,541) (643,531)
Other Operating Revenues (Expenses) (40) (31) - (71)
Net Cash Used in Operating Activities (535) (526) - (1,061)
Cash Flows From Non-Capital Financing
Activities:
Principal Collections on Mortgage Loans - - 1,782,234 1,782,234
Principal Repayment on Mortgage Loans - - (1,782,234) (1,782,234)
Net Cash Provided by (Used in) Non-Capital
Financing Activities - - - -
Net Decrease in Cash and Cash
Equivalents (535) (526) - (1,061)
Cash and Cash Equivalents - Beginning of Year 13,384 16,621 - 30,005
Cash and Cash Equivalents - End of Year $ 12,849 $ 16,095 $ - $ 28,944
Reconciliation of Operating Loss to
Net Cash Used in Operating
Activities:
Operating Loss $ (535) $ (526) $ - $ (1,061)
Net Cash Used in Operating Activities $ (535) $ (526) $ - $ (1,061)

The accompanying notes are an integral part of this statement.
15



LOUISIANA PUBLIC FACILITIES AUTHORITY

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2006

Note 1 - General Information and Summary of Significant Accounting Policies -

The Louisiana Public Facilities Authority (the Authority), a public trust, 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 R.S. 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 which are or may become of benefit to the State of Louisiana and which have a public
purpose. To accomplish these purposes, the Authority issues bonds that provide the proceeds for the
furtherance and accomplishment of various public purposes. The issuance of such obligations has been
accounted for through trustee accounts maintained with various banks appointed as trustees. The
obligations are limited and special obligations of the Authority and, as such, the Authority does not
normally have any claims to assets or liabilities relating to the Bond issues. Accordingly, such
transactions are not included in the accompanying financial statements until such time as an asset or
liability has been determined to exist relating to residual amounts. Total bond principal outstanding at
December 31, 2006, for Programs and Projects was approximately $1,153,505,000 and $3,015,650,000
respectively.

The following is a summary of certain significant accounting policies:

A. Scope of Reporting Entity

For reporting purposes, the State of Louisiana is the financial reporting entity. The financial
reporting entity consists of (a) the primary government (state), (b) organizations for which the
primary government is financially accountable, and (c) other organizations for which the nature
and significance of their relationship with the primary government are such that exclusion would
cause the reporting entity's financial statements to be misleading or incomplete.

The Louisiana Public Facilities 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 information only on the
funds maintained by the Louisiana Public Facilities Authority and do not present information on
the state, the general government services provided by that governmental unit, or the other
governmental units that comprise the financial reporting entity.

In addition, the Governmental Accounting Standards Board (GASB) Statement No. 14, the
Financial Reporting Entity, established criteria for determining which component units should be
considered part of the Authority for financial reporting purposes. The basic criteria are as
follows:

16



LOUISIANA PUBLIC FACILITIES AUTHORITY

NOTES TO FINANCIAL STATEMENTS - CONTINUED

DECEMBER 31, 2006

1. Appointing a voting majority of an organization’s governing body, and

a. The ability of the Authority to impose its will on that organization and/or

b. The potential for the organization to provide specific financial benefits to or impose specific

financial burdens on the Authority.

2. Organizations for which the Authority does not appoint a voting majority but are fiscally
dependent on the Authority.

3. Organizations for which the reporting entity’s financial statements would be misleading if data of
the organization is not included because of the nature or significance of the relationship.

Based on the previous criteria, the Authority’s management has included the following discretely
presented component units in the financial reporting entity:

The Louisiana Capital Funding Corporation (LCFC) is a nonprofit Louisiana Corporation that
was organized to promote, support, aid and assist the Authority’s Local Government Capital
Funding Program. The LCFC has a December 31, 2006 year-end.

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. The
LEFC has a January 31, 2007 fiscal year end.

The Louisiana Municipal Assistance Corporation (LMAC) is a nonprofit Louisiana
Corporation that was organized to provide assistance to local governments with the Authority’s
programs. At December 31, 2006, the LMAC had no assets or liabilities.

In March 2003, the Authority created the LPFA Housing Assistance Corporation (LHAC) for
the purpose of assisting persons of low to moderate income with the purchase of homes
through a lease-purchase program. LHAC has a December 31, 2006 year end. The Authority
issued its LPFA Variable Rate Lease Purchase Revenue Bonds, Series 2003, to fund this lease-
purchase program. Under the program, a participant (the Participant) works with the
independent program administrators and a financial institution to become qualified to
participate in the program. Once the participant has been approved by a financial institution,
the Participant then identifies a house for purchase. LHAC then purchases the house identified
by the Participant and leases the house to the Participant. LHAC pays the purchase price of the
house by signing a mortgage (the Mortgage) in an amount equal to approximately 97% of the
purchase price negotiated by the seller and the Participant. The remaining approximately 3%
of the purchase price is paid from the proceeds of the Lease Purchase Revenue Bonds as part of
the down payment and closing costs assistance provided to the Participant by the program. The
lease terms are 39 months and the Participant assumes the Mortgage at the expiration of the
lease. The approximately 3% of the purchase price paid from the proceeds of the Lease
Purchase Revenue Bonds is treated as a grant from the Lease Purchase Revenue Bonds to
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LHAC and then a grant by LHAC to the Participant. The mortgage loan receivable and related
payments are recorded on the balance sheet of the component unit financial statement. In
effect, LHAC is merely a conduit in assisting individuals purchase their personal residences
and therefore mortgage loans receivable will equal mortgage loans payable. The Authority and
LHAC do not anticipate the generation of income from the leasing and subsequent transfer of
the homes to the respective Participants.

B. Measurement Focus and Basis of Accounting

Measurement Focus - On January 1, 2001, the Authority adopted the provisions of Statement No.
34 (“Statement 34”) of the Governmental Accounting Standards Board “Basic Financial
Statements - and Management’s Discussion and Analysis - for State and Local Governments.”

Statement 34 established standards for external financial reporting for all state and local
governmental entities which includes a statement of net assets, a statement of revenues and
expenses and changes in net assets 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
assets (or cost recovery), financial position, and cash flows. All assets and liabilities (whether
current or noncurrent) associated with their activities are reported. Proprietary fund equity is
classified as net assets.

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.

Under the provisions of GASB Statement 20, “Accounting and Financial Reporting for Proprietary
Fund Accounting,” the Authority follows pronouncements of the GASB and has elected not to
follow Financial Accounting Standards Board guidance issued subsequent to November 30, 1989.

Financial statement presentation of the LCFC, LEFC, and LHAC follows the recommendations of
the Financial Accounting Standards Board in its Statement of Financial Accounting Standards
(SFAS) No. 117, Financial Statements of Not-for-Profit Organizations. Under SFAS No. 117, the
LCFC, LEFC, and the LHAC are required to report information regarding its financial position and
activities according to three classes of net assets: unrestricted net assets, temporarily restricted net
assets, and permanently restricted net assets as applicable. As of December 31, 2006, there were
no temporary or permanently restricted net assets.

The financial statements of the LCFC, LEFC, and LHAC have been prepared on the accrual basis
in which revenue is recognized when earned and expenses are recognized when incurred.
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Budgets and Budgetary Accounting

The Authority uses the following budgetary practices:

The Authority prepared its annual operating budget based on what was expected to be
collected during the fiscal year. Management presents the budget to the Board of Trustees
for approval prior to the budget being submitted to the Louisiana Joint Legislative
Committee on the Budget. Inaddition, 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.

Assets, Liabilities and Net Assets

Cash, Interest Bearing Deposits, and Investments - Cash includes demand deposits and money
market deposits in trust accounts. Interest bearing deposits include certificates of deposits.
Investments and Interest Bearing Deposits 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 which the Authority might reasonably expect to receive for its
investments if negotiations for sale were entered into on the valuation date. Valuation as of any
particular date, however, is not necessarily indicative of the amount which 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 investee company. Fluctuations in the
fair value of Investments and Interest Bearing Deposits are recorded as realized and unrealized
gains (losses) in the statement of revenues and expenses and changes in net assets.
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The Authority has one equity investment in Louisiana Fund I, L.P. which is valued initially at
cost. 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.

Receivables - Receivables are stated at their face value less the allowances for doubtful
accounts. These allowances are based on the Authority’s periodic evaluation of the receivable
portfolio and the Authority’s past loss experience. The allowances for doubtful accounts are
adjusted by charges to income and decreased by charge-offs (net of recoveries).

The Authority from time to time advances funds to certain bond programs and loans funds to
local governmental entities and nonprofit organizations at no interest. Accordingly, a discount is
recorded between the present values of the total eventual repayments of the notes, using a rate of
interest similar to the rate of return that the Authority receives on its investments. The discounts
are amortized over the estimated periods that such funds will be repaid and are included in
Interest Income, net in the financial statements. The majority of the receivables consist of the
loans to local government entities and nonprofit organizations at no interest.

Capital Assets - Depreciation of all capital assets used by the Authority is charged as an expense
against its operations. Depreciation has been provided over the assets estimated useful lives using
the straight-line method. The estimated useful lives are as follows:

Office Furniture and Equipment 3-7 Years
Leasehold Improvements 10 Years

All fixed assets are stated at historical costs.

Equity Classifications - Equity is classified as net assets and displayed in two components:

e Invested in capital assets, net of related debt - This component of net assets consist of
capital assets, including restricted capital assets, net of accumulated depreciation and
reduced by the outstanding balances of any bonds, mortgages, notes, or other borrowings
that are attributable to the acquisition, construction, or improvements of those assets. If
there are significant unspent related debt proceeds at year-end, the portion of the debt
attributable to the unspent proceeds are not included in the calculation of invested in capital
assets, net of related debt. Rather, that portion of the debt is included in the same net assets
component as the unspent proceeds.

e Unrestricted net assets - This component of net assets consist of net assets that do not meet
the definition of “restricted” or “invested in capital assets, net of related debt.”
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Operating Revenues

Program Investment Earnings - Program Investment Earnings consist primarily of residual
funds of retired program 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.

Project and Program Administrative Fees:

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

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 acts as both the issuer and administrator
for certain student loan and single family housing bond programs. The Authority is
compensated as administrator through a fee usually based upon a percentage of either the
outstanding bonds or assets of the program. The percentages vary from one-tenth of one
percent to seven-tenths of one percent. The fee is assessed to cover program administrative
costs incurred by the Authority.

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

F. 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.
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G. Statement of Cash Flows

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

H. 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.

Note 2 - Cash, Cash Equivalents and Investments -

The Authority maintains cash, certificates of deposit and investment pools available for use by the
Authority.

As of December 31, 2006, the Authority had the following investments and maturities:

Investment Maturities (in Years)

Amortized Fair Less More

Investment Type Cost Value Than 1 1-5 6-10 Than 10
U.S. Agencies $ 6,950,055 $ 6,810,530 $ 198,188  $6,210,590 $ 401,752 $ -
Municipal Government

Bonds 257,000 260,112 - - - 260,112
Time Certificates

of Deposit 4,713,648 4,668,569 1,054,427 3,614,142 - -
Equity Investment 260,000 260,000 - - - -
Total $12,180,703 $11,999,211 $1,252,615  $9,824,732 $ 401,752 $ 260,112

Interest Rate Risk. Asameans 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. 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 the members of the Investment Committee.
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Credit Risk. The Authority limits investments in commercial paper and corporate bonds to the top two
ratings issued by nationally recognized statistical rating organizations (NRSROSs). As of December 31,
2006, the Authority held no investments in commercial paper or corporate bonds.

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. Neither the Authority nor the discretely
presented component units have a deposit policy for custodial credit risk. As of December 31, 2006,
$340,235 of the Authority’s bank balance of $3,965,195 was exposed to custodial credit risk because it
was uninsured and uncollateralized.

Custodial Credit Risk - Investments. For an investment, this is the risk that, in the event of the
failure of the counterparty, the government will not be able to recover the value of its investments or
collateral securities that are in the possession of an outside party. Of the investments in Time
Certificates of Deposits of $4,718,998 the government has a custodial credit risk exposure of $473,000
because the related Time Certificates of Deposits are uninsured and uncollateralized.

Cash, Cash Equivalents and Investments are included in the accompanying Balance Sheet at fair value
under the following captions:
Primary Component  Total Reporting

Government Units Entity
Cash and Cash Equivalents $ 3924404 $ 28944 $ 3,953,348
Interest Bearing Deposits - Current 1,054,427 - 1,054,427
Investment Securities - Current 198,188 - 198,188
Interest Bearing Deposits - Long-Term 3,614,142 - 3,614,142
Investment Securities - Long-Term 7,132,454 - 7,132,454

$ 15923615 $ 28,944  $ 15,952,559

There were no marketable securities held by the component units at December 31, 2006.

As of December 31, 2006, the Authority had the following unfunded investment commitment:

The Authority invested $260,000 of a $1,000,000 commitment for a limited partnership interest in
Louisiana Fund I, L.P. in 2006. The remaining commitment of $740,000 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.
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Note 3 - Leases -

The Authority leases its office facilities under an operating lease agreement, which expires on
March 31, 2009. Rental expense applicable to the Authority's offices included in rent expense for 2006
was $150,524.

Future minimum lease payments are as follows:

December 31, 2007 $ 154,668
December 31, 2008 158,494
December 31, 2009 39,863

$ 353,025

Note 4 - Employee Retirement Plan -

The Authority sponsors a defined contribution employee retirement plan which covers all employees
who have over 500 hours of service with the Authority. Contributions to the plan are subject to a
minimum funding requirement of 7.50% of eligible employee salaries. Amounts above the minimum
requirements are discretionary, as determined by the Board of Trustees. The contribution percentage
for the year ended December 31, 2006 was 11.2%. Total contributions are included in Employees’
Salaries and Benefits in the accompanying financial statements. The Authority has no additional
liability upon the retirement of an employee. The total contribution for the year ended December 31,
2006, was $86,417.

Note 5 - Litigation -

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

Note 6 - Fair Value of Reimbursable Bond Issuance Costs, Local Government Bond Bank
Receivables, Rural Development Loan Program Receivables, and Loans to Nonprofit
Organizations -

In its capacity as issuer of bond Programs and Projects, the Authority may from time to time advance
funds to facilitate the issuance of certain bonds. These advances or Reimbursable Bond Issuance Costs
are interest free and are to be repaid with residual proceeds from the individual Programs or Projects.
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The Authority has also established its “Bond Bank’ and “Rural Development” Programs whereby it can
lower the cost of local governmental borrowings by making direct loans for a portion of the borrowing
ata 0% interest rate. In addition, the Authority has loaned certain nonprofit organizations funds at 0%
interest so that these organizations could secure additional funding from other sources.

The fair value for these Reimbursable Bond lIssuance Costs, Local Government Bond Bank
Receivables, Rural Development Loan Program Receivables, and Loans to Nonprofit Organizations are
estimated using discounted cash flow analyses, with interest rates similar to the rate of return that the
Authority receives on its investments which was 5.31% for the year ended December 31, 2006. The
terms used in calculating the discounted cash flows are estimated based upon the maturity dates of the
bond issues in which monies were advanced for the Reimbursable Bond Issuance Costs and the actual
loan maturity dates for the Local Bond Bank Receivables, Rural Development Loan Program
Receivables, and the Loans to Nonprofit Organizations. The carrying value and estimated fair value of
Reimbursable Bond Issuance Costs, Local Government Bond Bank Receivables, Rural Development
Loan Program Receivables, and Loans to Nonprofit Organizations are as follows:

Carrying Unamortized Fair
Value Discount Value
Reimbursable Bond Issuance Costs $ 161,695 $ 46,646 $ 115,049
Local Government Bond Bank
Receivables $ 2,298,890 $ 342,199 $ 1,956,691
Rural Development Loan Program
Receivables $ 1,016,000 $ 29,060 $ 986,940

Loans to Nonprofit Organizations $ 1,937,984  $ 486,281 $ 1,451,703

The total amount of discount amortized and netted with interest income for the year ended
December 31, 2006 was $287,794.
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Note 7 - Capital Assets -

Capital asset activity for the year ended December 31, 2006 was as follows:

Balance Balance
January 1, December 31,
2006 Additions Disposals 2006
Office Furniture and
Equipment $ 468,833 $ 46,389 $ - $ 515,222
Leasehold Improvements 9,877 - - 9,877
Total 478,710 46,389 - 525,099
Less accumulated depreciation:
Office Furniture and
Equipment 384,786 47,082 - 431,868
Leasehold Improvements 6,289 896 - 7,185
Total Accumulated
Depreciation 391,075 47,978 - 439,053
Net Capital Assets  $ 87,635 $ (1,589) $ - $ 86,046

Total depreciation expense for the period ended December 31, 2006 is $47,978.
Note 8 - Changes in Amounts Invested in Capital Assets, Net of Related Debt -

The change in amounts invested in capital assets net of related debt can be summarized as follows:

Balance at January 1, 2006 $ 87,635
Change in Capital Assets (1,589)
Balance at December 31, 2006 $ 86,046

Note 9 - 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 $12,464 and is
reflected in these financial statements in the Accounts Payable balance.
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Note 10 - Hurricanes Katrina and Rita -

Hurricane Katrina hit the coasts of southeast Louisiana, Mississippi and Alabama on August 29, 2005.
Hurricane Rita hit the coasts of southwest Louisiana and southeast Texas on September 24, 2005. The
President of the United States declared the majority of the State of Louisiana a disaster area. Damages
due to wind and flooding are catastrophic in these areas. The Authority has various loans receivable to
governments and other organizations in the hurricane affected area. Management has continued to
evaluate any remaining receivables in the affected area and has extended repayment terms in certain
cases. At this time, the Authority believes these receivables continue to be collectible and will make
adjustments on a case by case basis, if necessary.
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