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Independent Auditors’ Report

The Honorable Mayor and Members
City Council of the City of New Orleans, Louisiana:

We have audited the accompanying financial statements of the governmental activities, the
aggregate discretely presented component units, each major fund, and the agpregate remaining
fund information of the City of New Orleans, Louisiana (the City) as of and for the year ended
December 31, 2007, which collectively comprise the City's basic financial statements, as listed in
the table of contents. These financial statements are the responsibility of the City's management.
Our responsibility is to express opinions on these financial stafements based on our audit. We did
not audit the financial statements of the New Orleans Tourism Marketing Corporation, the
Orleans Parish Communication District, the Audubon Commission, the French Market
Corporation, the Upper Pontalba Building Restoration Corporation, and the Canal Street
Development Corporation, which represent 12% and 18% respectively, of the assets and revenues
of the aggregate discretely presented component units; the Firefighters' Pension and Relief Fund
of the City of New Orleans {old and new systems), the Police Pension Fund of the City of New
Orleans, and the Employees’ Retirement System of the City of New Orleans, which represent
87% of the assets and 54% of the additions and revenues of the aggregate remaining fund
information; and the Board of Liquidation, City Debt, which is a major fund and 13% and 10% of
assets and revenues of the governmental activities, respectively. Those financial statements were
audited by other auditors, whose reports have been furnished to us, and our opinions, insofar as
they relate to the amounts included for the, the New Orleans Tourism Marketing Corporation, the
Orleans Parish Communication District, the Audubon Commission, the French Market
Corporation, the Upper Pontalba Building Restoration Corporation, the Canal Street Development
Corporation, the Firefighters' Pension and Relief Fund of the City of New Orleans (old and new
systems), the Police Pension Fund of the City of New Orleans, the Emplovees” Retirement
System of the City of New Orleans, and the Board of Liquidation, City Debt, are based on the
reports of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits comiained 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 whsther the
financial statements are free of material misstaternent. An audit includes consideration of internal
control over financial reporting as a basis for designing audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
City's internal control over financial reporting. Accordingly, we express no opinion, An audit also
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used and significant estimates made by
management, as well as evalvating the overall financial statement presentation. We believe that
our audit and the reports of other auditors provide a reasonable basis for our apinions,
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In our opinion, based on our audit and the reports of other auditors, the financial statements
referred to above present fairly, in all material respects, the respective financial position of the
governmenta) activities, the aggregate discretely presented component units, each major fund, and
the aggregate remaining fund information of the City of New Orleans, Louisiana, as of December
31, 2007, and the respective changes in financial position thereof for the year then ended in
conformity with U.S. generally accepted accounting principles.

As discussed in note 2 io the basic financial statements, on August 29, 2005 Hurricane Katrina
struck the United States® gulf coast and caused destruction across the City and the states of
Louisiana, Mississippi, and Alabama. The storm and related flooding had a significant financial
impact on the City in 2005 and will have continuing effects in future years as described in notes 2
and 13 to the basic financial statements.

Effective with the fiscal year beginning January 1, 2007, the City implemented Government
Accounting Standards Board Statement Number 45, Accounting and Financial Reporting by
Employers for Post Employment Benefits Other than Pensions (GASB 45).

In accordance with Government Auditing Standards, we have issued our report dated June 30,
2008 on our consideration of the City's internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an
opinion on the internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards and
should be considered in assessing the results of our audit.

The accompanying management's discussion and analysis, budgetary comparison schedule, and
schedules of funding progress are not a required part of the basic financial statements but are
supplementary information required by U.S. generally accepted accounting principles. We and
other auditors have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no opinion on
it.

(G bt gnidor Wil

Metairie, Louisiana
June 30, 2008
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Management’s Discussion and Analysis
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Management's Discussion and Analysis

The following Management’s Discussion and Analysis (MD&A) of the City of New Orleans, Louisiana’s (the
City), financial performance provides an overview of the City's financial activities for the fiscal year ended
December 31, 2007, We encourage readers to consider the information presented here in conjunction with
additional information that is fumished in the City’s financial statements and the notes to the financial
statements. The reader should keep in mind that many of the variances reported in the City’s financial statements
are a result of the City being struck by Hurricane Katrina. On August 29, 2005, Hurricane Katrina struck the
United States” Gulf Coast and caused destruction across the City of New Orleans and the States of Louisiana,
Mississippi, and Alabama. Hurricane Katrina’s tidal surges and the resulting levee breaches left eighty percent
of the City under water. Ninety percent of the City’s residents left under mandatory evacuation orders. The City
suffered losses to buildings, police cars, fire trucks, parks and other City owned properties and equipment.
Hurricane Katrina also devastated the City’s economy, primarily the tourism and convention industries, and
negatively impacted tax collections. Grants from federal and state governments as well as a Community Disaster
Loan (CDL) from the Federal government enabled the City to coniinue to serve returning citizens and begin the
process of rebuilding, which continues.

Financial Highlights

s The City’s total net assets on the government-wide basis totaled $71.5 million at December 31, 2007; assets
totaled $1.8 billion.

» The Government-wide Statement of Activities reported a decrease in net assets of $68.0 million.

e 2007 General Fund tax revenues increased by $18.3 million compared to 2006,

» The costs associated with the implementation of Government Accounting Standards Board Statement
Number 45, Accounting and Financial Reporting by Employers for Post employment Benefits Other than
Pensions (GASB 45) were approximately $18 million.

¢ The General Fund reported an excess of expenses over revenues and other financing sources of $4.6 million
for a total ending fund balance at December 31, 2007 of $95.2 million. The General Fund undesignated fund
balance at December 31, 2007 is $38.6 million.

¢ Total Governmental Funds reported an excess of revenues and other financing sources over expenses of
$85.0 million.

» Total cash and investments of Governmental Funds amounted to $466.6 million at December 31, 2007 an
increase of $88.7 million over the beginning of the year total.

» Total bonded debt amounted to $538.5 million an increase of $60.1 million over the beginning of the year
total. The State of Louisiana authorized the City to borrow through the Gulf Opportunity Zone Program
$52.2 million to defray the cost of debt service in the General Fund. $23.5 million was used in 2007 to pay
City’s debt service,
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e In November 2004, the City received approval of the taxpayers to issue $260 million of general obligation
bonds, The City issued $75 million of this $260 million in 2007.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City's basic financial statements. The
City's basic financial statements comprise three components: 1) government-wide financial statements, 2) fund
financial statements, and 3) notes to the financial statements. This report also contains other supplementary
information to provide greater detail of data presented in the basic financial statements.

Government-wide Financial Statements. The government-wide financial statements are designed to provide
readers with a broad overview of the City's finances, in a manner similar to a private-sector business.

The statement of net assets presents information on all of the City's assets and labilities, with the difference
between the two reported as net assets. Over time, increases or decreases in net assets may serve as a useful
indicator of whether the financial position of the City is improving or deteriorating.

The statement of activities presents information showing how the City's net assets changed during the year ended
December 31, 2007. All changes in net assets are reported as soon as the underlying event giving rise to the
change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this
statement for some items that will only result in cash flows in future periods (e.g. earned but unused leave for
vacations).

The government-wide financial statements distinguish functions of the City that are principally supported by
taxes and intergovernmental revenues (governmental activities} from other functions that are intended to recover
all or a significant portion of their costs through user fees and charges (business-type activities). The
governmental activities of the City include general government, public safety, public works, health and human
services, culture and recreation, urban development and housing and economic development. All of the
business-type activities of the City are undertaken through component units, which are presented separately.

Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain cantrol over
resources that have been segregated for specific activities or objectives. The City, like other staie and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. All of the funds of the City can be divided into two categories: governmental funds and fiduciary
funds.

Governmental Funds. Governmental funds are used to account for essentially the same functions reported as
government activities in the government-wide financial statement. However, unlike the government-wide
financial statements, governmental fund financial statements focus on near-term inflows and outflows of
spendable resources. Such information may be useful in evaluating government's financing requirements,

Because the focus of governmental fund is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for governmental fonds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better understand
the long-term impact of the government's financing decisions. Both the governmental fund balance sheet and the
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governmental fund statement of revenues, expenditures, and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.

The City maintains 75 individual governmental funds. Information is presented separately in the govetnmental
fund balance sheet and in the governmental fund statement of revenues, expenditures, and changes in fund
balances for its seven major fimds: the General Fund, the Department of Housing and Urban Development
(HUD) grant fund, the Federal UDAG fund, the Federal Emergency Management Agency (FEMA) fund, the debt
service fund, the capital projects fund and the Community Disaster Loan (CDL) Fund. Data from the other
‘governmental funds are combined under the heading, “Nonmajor Governmental Funds’,

Proprietary Funds. The City does not directly maintain proprietary funds. Proprietary activities are included
within component units of the City.

Fiduciary Funds, Fiduciary funds are used to account for resources held for the benefit of parties outside the
government. Fiduciary funds are not reflected in the government-wide financial statements because the resources
of those funds are not available to support the City's own programs. The accounting used for fiduciary funds is
much like that used for proprietary funds.

Notes to the Financial Statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements.

Required Supplementary Information. In addition to the basic financial statements and accompanying notes,
this report also presents required supplementary information to demonstrate legal budgetary compliance for each
major fund for which an annuat budget is adopted and to provide information concerning the City's progress in
funding its obligation to provide pension benefits to its employees.
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Management’s Discussion and Analysis

December 31, 2007
Net Assets
December 31, 2007 and 2006
{In thousands)
Governmental Activities
2007 2006
Current and other assets $ 586,465 300,720
Capital assets 1,214,749 1,269,914
Total assets 1,801,214 1,770,634
Long-term liabilities 1,518,219 1,471,369
Other liabilities 211,466 159,709
Total liabilities 1,729.685 1,631,078
Net assets:
Invested in capital assets,
net of related debt 639,771 610,072
Restricted 97,506 61,592
Unrestricted (deficit) (665,748} (532,108).
Total net assets 3 71,529 139,556

Government-wide Financial Analysis

As noted above, net assets may serve over time as a useful indicator of a government's financial position. The
City's assets exceeded Liabiiities by $71.5 million at December 31, 2007.

The City's Statement of Net Assets reflects its investment in capital assets, land, construction-in-progress,
infrastructure, buildings, and equipment, less any related debt used to acquire those assets that is still
outstanding; in the amount of $639.8 million at December 31, 2007, The City uses these capital assets to provide
services to citizens; consequently, these assets are not available for future spending. Although the City's
investment in its capital assets is reported net of related debt, it should be noted that the resources needed to
repay this debt must be provided for by other sources, since the capital assets themselves cannot be used to
liquidate these liabilities.

Debt service funds have accumulated $73.3 million at December 31, 2007 to provide for the servicing of annual
interest and principal payments on bonds and are classified in restricted net assets. The unrestricted deficit net
assets in the amount of $665.7 million is due to the City’s recording of long-tenm obligations including claims
and judgments, liabilities, accrued annual and sick leave. The unrestricted deficit increased by $145.2 million,
which is primarily due to the change in net assets described below.

Governmental Activities

Governmental activitics decreased the City’s net assets by $68.0 million. Total revenue increased overall by
$170.4 million or 35% from $482.4 million in 2006 to $652.8 million in 2007. Operating grants increased by
$56.3 million due primarily to increased FEMA funding. Capital grants increased by $42.0 million from 2007.
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Property tax collections increased from $127.7 million in 2006 to $142.5 million in 2007, an increase of $14.8
million or 11.6%. Real estate property taxes were assessed and the majority collected in the beginning of the
fiscal year. As a result of Hurricane Katrina, all normal commerce ceased, and tax collections on retail activity,
hotel rooms and auto sales decreased in the region, but have been increasing steadily. Sales tax collections
increased by $9.9 million or 8.0%.

Total expenses were $720.8 million in 2007 an increased of $168.5 million or 30.5% compared to $552.4 million
in 2006, General government expense increased $10.0 million or 5.2% from $193.6 million in 2006 to $203.6
million in 2007. Public safety expense increased $77.9 million or 44.7% from $174.5 million in 2006 to $252.5
million in 2007. Public works expense increased $52.7 million from $90.5 in 2006 to $143.2 million in 2007 due
primarily to ongoing rebuilding efforts. Finally, urban development and housing expense increased $12.7
million or 153% from $8.3 million in 2006 to $21 million in 2007 as more citizens returned.
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A comparison of 2006 to 2007 is as follows (amounts are reported in thousands):

2007 2006
Revenues:
Program revenues:
Charges for services $ 90,834 78,631
Operating grants and conteibutions 134,097 71,773
Capital grants and contributions 52,244 10,256
General revenues:
Property taxes 142,480 127,659
Sales taxes 134,114 124,229
Other taxes 44,324 44,172
Investement earnings 19,580 17,862
Insurance proceeds 5,257 -
Miscellaneous 29,890 1,812
Total revenues 652,820 482,394
Expenses:
General government 203,620 193,604
Public safety 252,474 174,530
Public works 143,211 90,511
Health and hurnan services 18,438 13,385
Culture and recreation 12,600 9922
Urban development and housing 21,157 8,278
Economic development 9,080 6,968
Interest and fiscal changes 60,267 55,179
Total expenses 720,347 552377
Decrease in net assets (68,027) (69,983)
Net assets, beginning of year as restated 139,556 209,539
Net assets, ending $ 71,529 139,556

Financial Analysis of the Governmental Funds

The focus of the City’s governmental funds js to provide information on near-term inflows, outflows, and
balances of expendable resources. Such information is useful in assessing the City’s financing requirements. In
particular, unreserved fund balance may serve as a useful measure of a government’s net resources available for
spending at the end of the fiscal year.

As of December 31, 2007, the City's governmental funds reported a combined ending fund balance of $456.7
million, an increase of $85.8 million when compared to the prior year. Unreserved-undesignated fund balance as
of December 31, 2007 was $55.7 million and is available for spending at the government's discretion. The
unreserved-designated fund balance in the amount of $226.7 million indicates that it is not available for new
spending because it has already been designated for expenditure by the City in future years. The reserved fund
balance in the amount of $174.1 million is primarily reserved to pay debt service ($73.3 million), for grantee
loans ($25.2 million}, and to liquidate contracts and purchase orders of the prior period ($73.5 million).



CITY OF NEW ORLEANS
Management’s Discussion and Analysis
December 31, 2007

General Fund

The General Fund is the chief operating fund of the City. At December 31, 2007, total fund balance was $95.2
million. The fund balance of the City's General Fund decreased by $4.6 million in 2007. Key factors relative to
this change are as follows:

]

Total Revenves and Other Financing Sources for the General Fund increased by $58.2 million or 16.0%
compared to 2006. As the city population began returning to pre-Katrina levels, all revenue sources
experienced increases, other than licenses and permits which remained virtually the same,

Taxes increased by $18.3 million or 8.6% as compared to 2006. This increase is primarily due to the
increased collections of sales, property, utility, and gaming taxes during the year.

Intergovernmental increased by $11.2 million to $27.6 million.

Charges for Service increased by $3.3 million or 10.4% compared to the previous year.

Fines and forfeits increased $4.6 million to $11.8 million.

Other financing sources totaled $31.9 million in 2007 representing a $13.0 million or a 69% increase in
comparison to 2006. The City’s General Fund received a $21.3 million debt service assistance loan from the
State. CDL proceeds were recorded in a separate CDL Fund in 2006 and 2007,

Expenditures increased in 2007 to $425.9 million compared to $309.6 in 2006, which represents a 37.6%

increase. This $116.3 million increase is due in largely to increased public safety expenditures and the
rebuilding effort.

The accompanying table shows the amount (in thousands) of general fund revenues by source for 2007 and 2006.

Increase

Revenues and Other Financing 2007 % of {Decrease) 2006 %o of

Sonrces Actual Total Over 2006 Actual Total
Taxes $ 231,529 54.96% 18333 § 213,196 58.72%
Licenses and permits 55,450 13.17 {100) 55,590 15.31
Intergovernmental 27,584 6.55 11,214 16,370 4.51
Charges for services 35,080 8.33 3,314 31,766 8.75
Fines and forfeits 11,766 2.79 4,607 7,159 1.97
Interest income 13,949 3.31 1,016 12,933 3.56
Contributions, gifts, and

donations 558 0.13 178 380 0.10
Miscellaneous 13,400 3.18 6,643 6,757 1.86
Other financing sources

(uses) net 31,925 7.58 12,989 18,936 522

i 421,281 100.0% 38,194 8§ 363,087 100.0%

——— ]
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HUD KFund

This special revenue fund is used to account for funding from the Department of Housing and Urban
Development (HUD). Some of the major initiatives are Community Development Block Grants (CDBG),
HOME Investment Partnership Act Program (HOME), Emergency Shelter Grant (ESG) Program, and Housing
Opportunities for Persons with HIV/AIDS (HOPWA). Revenue and expenditures increased $10.5 million from
$12.6 million to $23.1 million.

Federal UDAG Fund

The Federal UDAG special revenue fund accounts for grants received from the HUD for the purpose of
providing loans to the private sector for completion of projects that will stimulate economic development activity
in the City. Expenditures increased $1.1 million from $1.0 million in 2006 to $2.1 million in 2007.

FEMA Fund

The FEMA Fund is 2 major fund, which primarily accounts for grants received as a result of Hurricane Katrina
from the Federal government. FEMA, as authorized by the Stafford Act, assists individuals, as well as, state and
local governments with response to and recovery from disasters. The FEMA grants are reimbursement basis
grants where expenditures and related revenues have been accrued. The deficit in the FEMA fund at December
31, 2007 of $17.4 million, results from revenue which has been deferred and will be collected by the City in
2008. Revenue amounted to $37.7 million in 2007 while expenditures totaled $44.2 million.

CDL Fund

The Community Disaster Loan fund accounted for $32.7 of disaster loan proceeds, which were all used to assist
in paying public safety expenses in 2007,

Debt Service Funds

The Debt Service fund is used to account for the accumulation of resources for, and the payment of, general
long-term debt principal, interest, and related costs. Total fund balance for the Debt Service Fund was $73.3
million at December 31, 2007, which was an $11.7 million increase compared to the prior year balance of $61.6
million. This increase was due primarily to an increase in tax revenue of $4.3 million, interest revenue increase
of $2.1 million, and the receipt of $2.2 miliion of GO Zone debt service assistance loan proceeds in 2007,

Capital Project Funds

The Capital Projects fund is used to account for all resources and expenditures in connection with the acquisition
of capital facilities and other repair and maintenance projects, other than those accounted for in the component
units. Expenditures for capital projects in 2007 totaled $62.0 million, an increase of $33.5 million compared to
2006. This increase is due to the resumption of the construction of projects on hold after Hurricane Katrina and
new projects.
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General Fund Budgetary Highlights

Variances between the General Fund’s amended budget and the actual revenues were caused generally by the
return of many citizens trying to rebuild, which caused an increase in revenues. The variance between the
General Fund’s amended budget and the actual expenditures were due to the increase in population and the need
to provide additional City services for the increased population,

2007
Varlance
Favorable
2007 Revenues Budget Actual {Unfavorable)
Taxes $ 204,525 231,529 27,004
Licenses and Permits 40,780 55,490 14,710
intergovernmental 16,998 27,584 10,586
Charges for Services 39,235 35,080 (4,155}
Fines and Forfeits 9,830 11,766 1,936
Interest Income 7,399 13,949 6,550
Contributions gifts and Donations 4,068 558 {3,510)
Miscellanecus 6,068 13,400 7.332
Total Revenues 328,903 389,356 60,453
Expenditures 455,705 425,915 {29,790)
Other Financing Sources (Uses) 126,802 31,925 (94,877)
Net Change in Assets § 0 (4,634) (4,634)
Capital Assets
Capital assets at December 31, 2007 and 2006 are as follows (net of depreciation):
2007 2006
Land $ 103,522 103,522
Construction in progress 96,309 61,030
Buildings, improvernents, and eqoipment 95,166 125,939
Other 18,854 20,544
Infrastructure assets 900,398 030,799
$ 1,214,749 1,241,834

PISE Y mt
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Hurricane Katrina caused physical damage from the flooding to the City’s capital assets. As a result, certain
assets were destroyed and other assets, specifically buildings, require restoration efforts to restore their service
atility,. During 2007, additional properties were determined to be irreparable or damaged to the extent that
repairs would exceed the cost of replacernent. These assets have been demolished, resulting in a decrease in the
category buildings, improvements, and motor vehicles.

Debt Administration

Qutstanding general obligation bonds at December 31, 2007 totaled $538.5 million, all of which are considered
to be net, direct-tax supported debt. There are no special assessment bonds outstanding.

During 2007, the City issued the following bonds or certificates of indebtedness:

s  $23.6 million of State of Louisiana Go Zone Notes were obtained fo pay 2007 general obligation bond debt
service payments.

o $32.7 million of CDL proceeds were received to fund Hurricane Katrina related expenses.

¢ In November 2004, the City received approval of the taxpayers to issne $260 million of general obligation
bonds. The City issued $75 million of this $260 million in 2007.

Outsianding Debt
2007 2006
General obligation bonds 3 538,514 478420
Accreted GO 1991 refinding bonds 130,742 133,510
Limited tax bonds 30,045 31,550
Reverue bonds 148,740 154,505
848,041 797085
Certificates of indebtedness 110,165 125249
Notes payable (CDIL boan) 170,358 137,610
Capital Jeases 28715 29,855
LCDA note 3,565 4375
Go Zone Notes 59.083 35,533
Secticm 108 HUD loans 32405 34,336
$ 1252332 1,164,943
The following is a summary of debt transactions:

Balance at January 1, 2007 5 1,164,943

New issues 145,399

Payments (58,010}

Bzlance at December 31, 2007 $ 1,252,332

12
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The Louisiana Legislature, in Act 1 of 1994, increased the City’s general obligation bond debt limit to an amount
equal to the greater of (i) $500,000,000 or (ii) 35% of total assessed valuation of the City. Under Act No. 1 of
the City’s debt limit, based on the most recent assessed valuations, is $992 million as of December 31, 2007, At
December 31, 2007, the City’s legal debt margin (after the reduction for outstanding general obligation bonds
and limited tax bonds totalling $568.6 million was $277.8 million. An additional $20.7 million was available in
GO Zope Funds for Debt Service.

As of the end of 2006, the City’s general obligation bonds were rated “Bal” non-investment grade from Moody’s
Investors Service and “B” non-investment grade from Standard & Poor’s Corporation. However, on May 1,
2007, Moody’s upgraded the City’s general obligation bond rating to “Baa3” investment grade. As of December
14, 2007, Fitch has rated the City “BBB-“ investment grade, Standard & Poor’s Corporation rated the City “BB”,
which is one step below investment grade, and Mocody’s still rates the City’s general obligation bond rating at
“Baa3” investment grade.

Economic Factors and Next Year’s Budgets and Rates

The historic culture of New Orleans has in the past attracted visitors from every part of the globe. Hurricane
Katrina, the worst national disaster in the history of the United States, devastated the City and the surrounding
Gulf Coast. Property values, public facilities, tourism, and the morale of the City’s citizens all suffered greatly.

The City’s budget for revenues and other financing sources equaled the budget for expenditures and totaled
$455_7 million for 2007. Actual total revenue for 2007 was $421.2 million.

The 2007 revenue budget was increased as a result of the increase in the City’s population and increased tax
collections. In 2007, the expenditures budget was also increased, and a number of the laid-off employees wers
rehired.

The following table presents an adopted budget comparison for 2006, 2007, and 2008 (amounts in thousands):

2008 2007 2006

Revenues and other financing sources  § 474324 § 4357705 % 329,475
Expenditures 474,324 455,705 329,475

In the first guarter of 2006, the City drew the remaining balance of $58.6 million from the original $120 million
CDL. In 2006, the City also received authorization for a second CDL from FEMA. for $120 million. The City
drew $17.6 million in December of 2006, $32.7 million in 2007, and $34.4 million in the first half of 2008. The
City plans to draw down the remaining balance over the course of the next four years.

In 2006, the State of Louisiana authorized the City to borrow through the Guif Opportunity Zone Program $52.2
million te defray the cost of debt service in the General Fund for the years 2006 through 2009. Through
Decesmber 2007, the General Fund has borrowed $31.5 million under this program, $10.1 in 2006 and $21.3 in
2007.

The City’s revenues and expenditures, although not at pre-Katrina levels yet, have increased in 2007 compared to
2006 as more and more of its citizens return,
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New Orleans is world-renowned as a leader in hosting large-scale events. The City’s Mardi Gras celebration, the
Jazz & Heritage Festival, Bayou Classic, and summer Essence Festival are annual attractions drawing millions of
visitors, and are major parts of the City’s tourism industry.

With aid from the State and Federal governments, the City is well on the road to recovery. In addition to the
events mentioned above, the 2007 NFL New Orleans Saints Football team and 2007-08 NBA Homets had sold
out games. The City hosted the Bowl Championship Series national college football championship game. The
Arena Football Championship game was played at the renovated New Orleans Arena and the City also hosted the
National Basketball Association All-Star Game in February 2008.

The City is rebuilding and the future is bright. Our citizens are rebuilding their homes. Businesses both old and
new are opening at a rapid pace. Investors are considering large scale projects throughout the region.

Requests for Information
This financial report is designed to provide a general overview of the City's finances for all those with an interest
in the government'’s finances. Questions concerning any of the information provided in this report ot request for

additional financial information may be addressed to the Office of the Director of Finance, City of New Orleans,
1300 Perdido Street, Room 3E06, New Orleans, Louisiana 70112,

4



Cash and cash equivalents

Investments

CITY OF NEW ORLEANS, LOUISIANA

Statement of Net Assets
December 31, 2007

(Amounts in thousands)

Assets

Receivables (net of allowance for uncollectibles):

Taxes
Accounts
Interest

Grantee loans

Other

Due from component units
Due from other governments

Other assets

Restricted cash and investments
Restricted investments

Capital assets (net of accumulated depreciation)

Accounts payable
Retainages payable
Accrued expenses

Taxes Payable

Accrued interest payable
Due to other governments
Deferred revenues

Total assets

Liabilities

Liabilities payable from restricted assets
Non-current liabilities due within one year
Non-current liabilities due in more than one vear

Total liabilities
Net Assets

Invested in capital assets, net of related debt

Restricted for debt service

Restricted for capital improvement

Restricted for operating reserve
Unrestricted (deficit) -

Total net assets

See accompanying notes to basic financial statements.
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Primary
Government
Governmental Component
activities units
121,158 51,516
345,403 78,884
26,978 4,549
6,514 30,758
685 1,517
6,531 —_
771 4,586
5,306 —
63,144 73,844
4,975 51,316
— 295,729
1,214,749 2,017,547
1,801,214 2,610,246
88,448 63,876
— 2,886
206 55,501
12,653 e
12,792 2,495
16,457 8,244
2,603 31
— 10,200
78,307 29,987
1,518,219 693,927
1,729,685 867,147
639,771 1,581,923
73,267 45,626
24,239 35,814
— 16,253
{665,748) 63,482
71,529 1,743,098
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CITY OF NEW ORLEANS, LOUISIANA

Reconciliation of Balance Sheet — Governmental Funds to the
Statement of Net Assets

December 31, 2007
{Amounts in thousands)

Total fund balances — governmental funds $ 456,678

Amounts reported for governmental activities in the statement of net assets are
different because:
Capital assets used in governmental activities are not financial resources
and, therefore, are not reported in the funds 1,214,749

Certain receivables are not available to pay for the current period's
expenditures and, are therefore, deferred in the funds 17,115

Bond issue costs are capitalized and amortized over the life of the bonds in the
government-wide statement of net assets 4,958

Interest expense is accrued at year-end in the government-wide financial statements,
but is recorded only if due and payable on the governmental fund financial
statements (12,792)

Taxes Payable (12,653)

Long-term liabilities, including bonds payable, are not due and payable in the
current period and, therefore, are not reported in the funds.
Long-term liabilities consist of:

Bonds payable (854,609)
Certificates of indebtedness (110,165)
Loans payable {261,846)
Capital leases payable (28,715)
Annual and sick leave (43,970)
Claims payable (228,601)
Net pension obligation {34,052)
Other long-term liabilities (34,568)
Total net assets ~ governmental activities $ 71,529

See accompanying notes to basic financial statements.
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CITY OF NEW ORLEANS, LOUISIANA,

Reconciliation of the Statement of Revenues, Expenditures, and
Changes in Fund Balances of Governmental Funds to the
Statement of Activities

Year ended December 31, 2007
{Amonnts in thousands)

Net change in fund balances — total governmental funds
Amounts reported for govermmental activities in the statement of activities are
different because:

Governmental funds report capital outtays as expenditures. However, in the statement of
activities the costs of those assets are allocated over their estimated useful lives and are
reported as depreciation expense. This represents the amount that depreciation and loss on
disposals exeeeded capital outlays in the current period.

Revenues in the statement of activities that do not provide current financial resources
are not reported as revenucs in the governmental funds. This represents the
change in deferred revenue,

The increase in taxes payable related to current year refunds due to taxpayers does not
consume current resources in the governmental funds, but reduces tax revenue in the
statement of activities.

The issuance of long-term debt {e.g., bonds, leases) provides current financial respurces to
governmentsal funds, but has no effect net assgets.

The repayment of long-term debt consames the current financial resources of governmental
funds, but has no ¢ffect on net assets,

Bond premium of $347 was capitalized in the current year and amortization of premium,
discount and loss on refunding of $606 (net) was recorded in the current period.

Bond issue cost of $923 were capitalized in the current year and amortization in the amount of
$436 was recorded in the current period.

Some expenses reported in the statement of activities do not require the use of current
financiaf resources and, therefore, are not reported as expenditures in governmental
funds. This represents {he change in interest payable from the prior to the current period.

Compensated absences are recorded in the governmental funds when paid, but are
recorded in the statement of activities when earmed. This represents the amount
compensated absences eamed exceeded amounts paid in the current period.

Legal claims and judgments are recorded in the governmental funds when paid, but are

recorded in the staternent of activities when incumred. This represents the amount claims
paid and changes in estimates to ¢laims exceed new ¢laims incurred in the current period.

Changes in estimates related to eunicipal fandfil closure costs do nof consume cument
financial resources in the governmental funds, but are expensed in the statement of activities,

Other post retirement benefits contributions are recorded as expenditures when paid by the
governmental funds. This is the amount that the annual other post retirement benefit costs
exceeded the other post retirement benefit contributions.

Pension and contributions ate recorded as expenditures when paid by the governmental
funds. Pension expense is recorded based on the annual pension cost in the
staterment of activities. This is the amount that the annual pension cost
exceeded pension contributions.

Change in net assets of goveramental activities

See accompanying notes to basic financial statements.
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$ 85,811

(55,165)

2,278

@777y
(131,501)
43,720
459

487
(3,280)

(2,580)

30,874

(135)

(18,443)

(17,685)
$ (68,027)



CITY OF NEW ORLEANS, LOUISIANA
Statement of Fiduciary Net Assets
December 31, 2007

(Amounts in thousands)
Pension
Trust Agency
Assets Funds Funds
Cash $ 6,539 9,782
Investments 725,838 31,456
Receivables: .
Accounts — 6,894
Accrued interest 7,900 —_
Contribution 404 —
Other 3,817 —
Due from other funds —_ —
Due from other govemments — 1,076
Capital assets, net of accumulated depreciation 93 —
Total assets 744,591 49,208
Liabilities and Net Assets’

Liabilities:
Accounts payable 2,005 501
Other payables and accruals 7,210 37,451
Due to other funds — —_
Due to other governments — 11,256
. Notes payable 25,957 —
Total liabilities 35,172 49,208

Net assets:
Net assets held in trust for pension benefits $ - 709,419 —

See accompanying notes to basic financial statements.
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CITY OF NEW ORLEANS, LOUISIANA
Statement of Changes in Fiduciary Net Assets
Year ended December 31, 2007
(Amounts in thousands)

Additions:
Contributions:
Employer
Members
Fire insurance rebate
Other

Total contributions

Investment income:
Net appreciation in fair value of investments
Interest and dividends
Other investment income

Total investment income
Investment expense

Net investment income

Total additions

Deductions:
Pension benefits
Refunds of member contributions
Death benefits
Administrative expenses
DROP withdrawal
PLOP withdrawal
Transfers to other plans

Total deductions

Increase in net assets
Net assets held in trust for pension benefits — beginning of year
Net assets held in trust for pension benefits - end of year

See accompanying notes to basic financial statements.
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$

3

Peunsion
Trust Funds

13,009
4,022
2,316

216

19,563

50,828
16,206
1,229

68,263

(5,609)

62,654
82,217

60,316
1,250
48
2,051
3,427
2,213
1,556

70,861

11,356
698,063
709,419




CITY OF NEW QRLEANS, LOUISIANA
Combining Statement of Net Assels

Component Units
December 31, 2007
(Amounts in thousands)
Louis
Armstrong Sewerage
New Orleans and Nonmajor
Audubor International Water Component
Assets Commission Alrport Board Enits Total
Current assets:
Cash and cash equivalents 3 4,623 6,548 17,933 22,412 51,516
Investments . _— 69,966 — 8918 78,384
Receivables (net of allowances
for uncollectibles):
Property taxes —_ —_ 4,549 — 4,549
Accounts —_ 9,793 16,107 4,358 30,758
Accrued interest - 307 141 €9 1,517
Other 452 4,038 —_ %6 4,586
Due from other governments —_ 376 72,581 887 73,844
Inventory of supplies 1,234 100 12,177 e 13,511
Prepaid expenses and deposits 1,363 2,212 1,323 517 5425
Other assets — — 4,941 I3 4,954
Total current assets 7,672 93,350 130,752 37,770 269,544
Resticted cash and investments:
Customer deposits — . —_— 4,965 9,336 14,301
Construction account — — 700 — 70,700
Current debt service acoount — 5,918 5,732 3,039 14,689
Future debt service account 1,467 10,151 22254 443 34,315
Contingency {renewal and
replrcement) account — 2,006 — 426 2432
Operation and maimtenance account — 8,652 — 600 9,252
Capital improvements 524 50,307 82,480 — 133,311
Health insurance reserve — — 4,840 — 4,840
Receivabley —_ 1,749 — —_ 1,749
Other — 9.194 212 734 10,140
Total restricted assets 1,991 37,977 191,183 14,578 295,729
Capital assets, less accumalated —
depreciation 141,450 396,049 1,445,498 34,550 2,017,547
Other assets 13 557 5,577 4,087 4,205 27,426
Total assets 5 164,670 382,953 1,771,520 91,103 2,610,246

23 {Continued)



Lisbilities and Net Assets

Current liabilities {payable from
current assets):

Accounts payable
Retainages payable
Other payables and accruals
Due to other governments
Capital lease payable
Deferred revenues

Total current liabilities
(payable from current assets)

Current liabilities (payable fom
restricted agsets):
Retainages payable
Capital projecis payable
Accounts payable
Accrued interest
Limited tax bonds
Bonds payable, current portion
Revenue bonds
Deposits and other

Total current liabilities (payable
from restricted assets)

Total current liabilities

Long-term linbilities:

Claims payable

Capital lease payable

Limited tax bonds (net of current pogtion)

Revenue bonds (net of current portion and
unamortized discounts

Refunding bonds (net of current portion and
unamortized loss on advance refunding)

Loans Payable

Other :

Total long-term linbilities

Total liabilittes
Net assets:
Invested in capital nssets — net of related
debt

Restricted for bond debt service
Restricted for capital improvements
Restricted for operating reserve
Unrestricted

Total net assefs

CITY OF NEW QRLEANS, LOUISIANA
Combining Statement of Net Assets

Component Units
December 31, 2007
{Amounts in thousands)
Louis
Armstrong Sewerage
New Orleans and Nonmajor
Audubon International Water Component
Commission ° Airport Roard Units Total
$ 6,705 4,571 50,142 2,458 63,876
— 213 2473 — 2,886
9,539 2,026 42,383 1,553 55,501
— 3,584 123 4,537 8,244
— 458 104 103 663
—_ — — 31 31
16,244 11,052 95,225 8,682 135,203
—_ 522 962 — 1,484
506 2,580 — —_ 3,086
— 536 — -— 556
85 864 1,536 10 2,495
2,169 — — — 2,169
— 12,970 12,587 485 26,042
1,11 o — -_— — 1,111
_ _ 4,965 109 5,074
3,871 17,492 20,050 604 42 017
20,115 28,544 115,275 9,286 173,220
—_ —_ 5,556 — 5,556
— — — 4 4
32,605 —_ — — 32,605
5,113 —_ 258,156 19,000 282,269
9,172 187,709 — 3,080 199,961
— 42,110 126,612 1,314 170,036
2,013 479 —— 999 3,496
48,908 230,298 300,324 24,397 693,927
69,023 258,842 505,599 33,683 867,147
91,163 212,312 1,245,350 33,098 1,581,923
— 15,206 27,986 2,434 45,626
—_— 42,803 (7.415) 426 35,814
— 15,653 — 600 16,253
4,483 38,137 — 20,862 63,482
b} 95,646 324,111 1,265,921 57,420 1,743,008

See accompanying notes to basic financial statements.
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NOTES TO BASIC FINANCIAL STATEMENTS



M

CITY OF NEW ORLEANS, LOUISIANA
Notes to Basic Financial Statements
December 31, 2007

Summary of Significant Accounting Policies

The financial statements of the City of New Orleans, Louisiana (the City) have been prepared in
conformity with U.S. generally accepted accounting principles (GAAP) for local governmental units as
prescribed by the Governmentel Accounting Standards Board (GASB). The most significant accounting
and reporting policies of the City are described in the following notes to financial statements.

The City was incorporated in 1805. The City’s system of government was established by its Home Rule
Charter, which became effective in 1954 and was amended effective January 1, 1996. The City operates
under a Mayor-Council form of government and provides the following types of services as authorized by
its charter: public safety, health and human services, public works, water and sewerage, urban development
and housing, economic development, culture and recreation, airport, and general govemment services,
Education and welfare are administered by other governmental entities.

Basis of Presentation — Financial Reporting Entity

The accompanying financial statements include financial statements for the City and certain legally
separate organizations in accordance with Governmental Accounting Standards Board (GASB) Statement
No. 14, The Financial Reporting Entity and GASB Statement No. 39, Determining Whether Certain
Organizations Are Component Units, an amendment of GASB Statement 14, Organizations are included if
the City is financially accountable for them, or the nature and sigpificance of their relationship with the
City is such that exclusion would cavse the City’s financial statements to be misleading or incomplete.

The City is financially accountable for an organization if it appoints a voting majority of the organization’s
governing body and is able to impose its will on that organization, or there is a potential for the
organization to provide specific financial benefits to or impose specific financial burdens on the City. In
addition, an organization that is fiscally dependent on the primaty government should be included in its
reporting entity.

Component Units

In conformity with GAAP, the financial statements of component units have been included in the financial
reporting entity either as blended component units or discretely presented component units. Each blended
and discretely presented component unit has a December 31 year-end. The Municipal Yacht Harbor
Management Corporation does not prepare complete financial statements.

Complete financial statements of the following individual discretely presented component units can be
obtained from their administrative offices:

Audubon Commission Orleans Parish Communication District

1300 Perdido Street, Suite 2E04 301 South Broad Street

New Orleans, Louisiana, 70112 New QOrleans, Louisiana 70119

Louis Armstrong New Orleans International Municipal Yacht Harbor Management Corporation
Airport 401 North Roadway Street

New COrleans Aviation Board New Orleans, Louisiana 70124

P.O. Box 20007
New Orleans, Louisiana 70141
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Sewerage and Water Board : French Market Corporation
625 St. Joseph Street 1008 N. Peters Street, 3 floor
New Orleans, Louisiana 70165 New Orleans, Louisiana 70116
Downtown Development District Upper Pontalba Building Restoration Corporation
1010 Common Street, Suite 100 1008 N. Peters Street, 2 Floor
New Orleans, Louisiana 70112 New Orleans, Louisiana 70116
New Orleans Tourism Marketing Corporation ~ Canal Street Development Corporation
One Canal Place 1300 Perdido Street, Suite 2E04
Suite 2020 New Orleans, Louisiana 70112

New Orleans, Louisiana 70130

Blended Component Units

Blended component units, although legally separate entities, are, in substance, part of the City’s operations,
as they provide services exclusively or almost exclusively for the City. Following is a description of those .
legally separate component units for which the City is financially accountable that are blended with the
primary government because they are, in substance, part of the government’s operations. Blended means
the data from these units are combined with data of the primary government.

Board of Liguidntion, City Debt (The Board) - The Board is a separate legal entity and is included
(blended) in the operations of the debt service fund and governmental activities of the City because it
handies all matters relating to the bonded debt of the City.

In addition, the following component units are reported as pension trust funds:

Municipal Employees Retirement Plan (MERP) — MERP is a separate legal entity established by City
ordinance to provide pension benefits for substantially all City employees, except police officers and fire
fighters. The Mayor appoints a voting majority of the members of the MERP governing board. MERP is
presented as a pension trust fund because MERP serves the employees of the City. The net assets of MERP
are held for the sole benefit of the participants and are not available for appropriation.

Firefighters’ Pension and Relief Fund (FPRF) — FPRF is a separate legal entity established by City
ordinance to provide pension benefits for City firefighters. The Mayor appoints the members of the FPRF
governing board, FPRF is presented as a pension trust fund because FPRF serves the employees of the
City. The net assets of FPRF are held for the sole benefit of the participants and are not available for
appropriation.

Police Pension Fund (PPF) - PPF is a separate legal entity established by City ordinance to provide
pension benefits for City police officers. The Mayor appoints the members of the PPF governing board.
PPF is presented as a pension trust fund because PPF serves the employees of the City. The net assets of
PPF are held for the sole benefit of the participants and are not available for appropriation. \
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Discretely Presented Component Units

Discretely presented component units are reported in a separate column in the government-wide financial
statements to emphasize their legal separateness from the City.

The following are the City’s discretely presented component units:

Major Discretely Presented Component
Units

Brief Description of Activities, Relationship to City,
and Key Inelusion Criteria

Louis Armstrong New Orleans International
Airport (the Airport)

Sewerage and Water Board

28

Local government corporation established in 1943 by
the City to provide for the operation and maintenance
of the Airport. The Board consists of nine members
appointed by the Mayor of the City with approval of the
City Council. The City of Kenner, Louisiana and the
Parish of St. Charles, Louisiana each have input as to
the selection of one board member. The City has
financial accountability because it appoints a voting

‘majority of the Board and the City can impose its will.

A local government corporation created by the City
through Act 6 of the Louisiana Legislature of 1899 as a
special board independent of the City’s government to
construct, maintain, and operate a water treatment and
distribution system and a public sanitary sewerage
gystem for the City. In accordance with Louisiana
Revised Statutes (LRS) 33:4096 and 4121, the Board
has the authority to establish the water and sewerage
rates to charge to its customers. The board is composed
of 13 members, including the Mayor of the City, the
two Council members-at-Large, and one District
Council member selected by the City Council, two
members of the Board of Liquidation and seven citizens
appointed by the Mayor. The appointed members of the
board serve staggered nine-year terms. The City has
financial accountability because it appoints a voting
majority of the Board and the City can impose its will.
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Major Discretely Presented Component
Units

Brief Description of Activities, Relationskip to City,
and Key Inclusion Criteria

Aundubon Commission (the Commission)

Downtown Development District

New Orleans Tourismn Marketing
Corporation

29

The Commission was created by the Louisiana
Legislature to manage and operate its facilities
consisting of nine musenms and parks dedicated to
celebrating the wonders of nature, with goals of
fostering education, research, wildlife conservation,
family entertainment, and positive economic impact,
The Commission has a 24-member board appointed by
the Mayor. The City has financial accountability
because it appoints a voting majority of the board and
the City can impose its will.

Local government corporation created by Act 498 of
1974 and amended and reenacted by Act 124 of 1977 of
the State of Louisiana Legislature, effective January 1,
1975. The District is a special taxing district designated
“the Core Area Development District of the City of
New Orleans,” later renamed the Downtown
Development District of the City of New Orleans,
comprising all the territory within prescribed
boundaries. The board of directors is composed of nine
members for governance of the District. The City has
financial accountability because it appoints a voting
majority of the board and the City can impose its will.

A local government corporation created by the City on
January 1, 1990. Its objectives. and purposes are to
continuously stimufate the hospitality and tourism
industry of the City of New Orleans through regional,
national, and international advertising and marketing of
the City of New Orleans as a tourist and convention site
and a vacation destination; to stimulate economic
development in the City of New Orleans through the
marketing and solicitation of conventions and trade
shows throughout the U.S.and the World;, and to
advance, promote, and maintain tourism and trade in
the City of New Orleans through marketing activities
directed at the discretionary tourist or traveler through
advertising, direct mailing, or other means. A
15-member Board of Directors is appointed in various
ways, The City has financial accountability because it
appoints a voting majority of the Board and the City
can impose its will.
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Major Diseretely Presented Component
Units

Brief Description of Activities, Relationship to City,
and Key Inclusion Criteria

Municipal Yacht Harbor Management
Corporation

French Market Corporation

Upper Pontalba Building Restoration
Corporation

30

Local corporation formed by the City to operate the
Municipal Yacht Harbor in the manner comparable to
that of a private business enterprise; to provide a safe
and secure environment for recreational boating; to
ensure that the cost associated with providing services
to the general public are financed or recovered through
user fee and charge; and fo place an emphasis on
generating a sufficient amount of net operating
revenues to be used for maintenance and capital
improvement projects. The City has financial
accountability because it appoints a voting majority of
the Board and the City can impose its will.

Local government corporation formed January 1, 1972
by the City to provide for the operation and
maintenance of the French Market Properties owned by
the City of New Orleans. These properties include five
buildings and the Farmers Market, The French Market
is a nonprofit corporation that is owned by the City and
administered by a board of directors consisting of 12
members appointed by the Mayor. The City has
financial accountability because it appoints a voting
majority of the corperation and the City can impose its
will.

Local government corporation organized on July 14,
1988 by the City for the purpose of renovating and
operating the Upper Pontalba Building. The
organization is a nonprofit corporation administered by
a board of directors consisting of 7 members that are
appointed by the sole stockholder, the Mayor of New
Orleans. The City has financial accountability because
it appoints a voting majority of the board and the City
can impose its will.
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Major Discretely Presented Component
Units

Brief Description of Aetivities, Relationship to City,
and Key Inclusion Criteria

Canal Street Development Corporation

Orleans Parish Communication District

31

Nonprofit, public benefit corporation incorporated on
August 8, 1989 under the Internal Revenue Code
Section 501(c)(3) for the sole and exclusive purpose of
stimulating business development in the Central
Business District and the adaptive reuse and
development of Canal Street for commercial purposes.
This objective is currently being met through
renovations and the leasing of donated real estate and
economic development endeavors downtown. The
organization’s board of directors is comprised of two
Councilmen from the City Council and other board
members who are appointed by the Mayor of the City.
The City has financial accountability because it
appoints a voting majority of the board and the City can
impose its will,

The Orleans Parish Communication District,
comprising Orleans Parish, was created effective
July 13, 1982, pursuant to Act No. 155 of the 1982
Regular Session of the Louisiana Legislature. The
district was created for the purpose of establishing a
local emergency telephone service; to establish &
primary emergency telephone number; to provide for
the governing body of the District; and to authorize the
governing authority of such district to levy an
emergency telephone tax. This act was amended by Act
No. 1029 in 1999 to provide for the creation of
multi-parish communications districts; to provide
information relative to the rate of the emergency
telephone service charge on landline phones; and to
authorize the levy of an emergency telephone service
charge on certain wireless communijcations systems.
The City has financial accountability because it
appoints a voting majority of the board and the City can
impose its will.
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Related and Jointly Governed Organizations

Related organizations and jointly governed organizations provide services within the City that are
administered by separate boards or commissions, for which the City is not financially accountable, and
such organizations are, therefore, not reported as component uaits of the City even though the Mayor
and/or the City Council may appoint a voting majority of an organization’s board.

Related Organizations

For the following organizations, the Mayor and/or the City Council appoints a voting majority of the
members of the respective boards.

Community Improvement Agency

Housing Authority of New Orleans

Finance Authority of New Orleans

Public Belt Railroad Commission

New Orleans Affordable Home Ownership, Inc.
Regional Transit Authority

Jointly Governed Organizations

The City is a participant in other jointly govemned organizations. The Mayor and/or the City Council
appoints members of the boards for the following organizations. Such appointments represent less than a
voting majority of the respective boards. There is no ongoing financial interest or ongoing financial
responsibility for these entities.

New Orleans Regional Loan Corporation

New Orleans City Park Improvement Association
New Orleans Exhibition Hall Authority

Regional Planning Commission

Basis of Presentation — Government-Wide and Fund Financial Statements

The government-wide financial statements (i.c., the statement of net assets and the statement of
activities) report information on all of the nonfiduciary activities of the City and its component units.
Activity for the City and its discretely presented component units are reported separately in the
government-wide financial statements. The effect of interfund activity has been eliminated in these
statements.

Governmental activities are supported in part by property taxes, sales faxes, franchise taxes, charges for
services, and grant revenues from the federal government and the State of Louisiana.

The statement of activities reports the change in the City’s net assets from January 1, 2007 to
December 31, 2007. This statement demonstrates the degree to which the direct expenses of a given
function of government are offset’ by program revenues. Direct expenses are those that are clearly
identifiable with a specific function of City government. Program revenues include (1) charges to
customers or applicants who purchase, use, or directly benefit from goods, services, or privileges provided
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by a given function and (2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues in the statement of activities.

I addition to the government-wide financial statements, the City also reports financial statements for its
governmental and fiduciary funds; these statements are classified as fund financial statements, The fund
financial statements are organized on the basis of funds, each of which is considered a separate accounting
entity with self-balancing accounts that comprise its assets, fabilities, fund equity, revenues, and
expenditures. Governmental resources are allocated to and accounted for in individua! funds based upon
the purposes for which they are spent and the means by which spending activities are controlled.

Information in the govemmental fund financial statements is reported on a major fund basis. The
identification of major funds is determined by the City each year under the methods outlined in
GASB Statement No. 34, Basic Financial Statements -- and Management's Discussion and Analysis — of
State and Local Govermments, as amended by GASB Statement No. 37, Basic Financial Statements — and
Marnagemeni’s Discussion and Analysis — of State and Local Governments: Omnibus GASB Statements.
Major individual governmental funds are reported as separate columns in the fund financial statements.
Nonmajor funds are reported in the aggregate in the non-major governmental funds column.

Governmental Funds

Governmental funds are those through which most governmental functions of the City are financed. The
acquisition, use and balances of the City’s expendable financial resources, and the related liabilities are
accounted for through governmental funds. The following are the City’s major governmental funds:

(8) General Fund — The General Fund is the general operating fund of the City. It is used to account for
all financial resources except those required to be accounted for in other funds.

(b) HUD Fund — This special revenue fund is used to account for funding from the Department of
Housing and Urban Development (HUD). Some of the major initiatives are Community
Development Block Grants (CDBG), HOME Investment Partnership Act Program (HOME),
Emergency Shelter Grant {ESG) Program, and Housing Opportunities for Persons with HIV/AIDS
(HOPWA).

(¢) Federal UDAG Fund ~ This special revenue fund accounts for grants received from the Department
of HUD for the purpose of providing loans to the private sector for completion of projects that will
stimulate economic development activity in the City.

(dy FEMA Fund - This special revenue funds accounts for grants received from the Federal Emergency
Management Agency (FEMA) for Hurricane Katrina relief efforts.

(¢} CDL Fund - This special revenue fund is used to account for the proceeds from the Community
Disaster Loans. The proceeds were all spent in public safety expenditures in 2006.

{f)  Debt Service Fund ~ The debt service fund is used to account for the accumulation of resources for,

and the payment of, general obligation bonds, limited tax bonds, and revenue bonds, including debt
principal, interest, and related costs.
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(g) Capital Projects Fund — The capital projects fund is used to account for financial resources to be
used for the acquisition or consfruction of major capital facilities (other than those financed by trust
funds).

Fiduciary Fund Types

Fiduciary funds are used to account for assets held by the City in a trustee capacity or as an agent for
individuals, private organizations, and other governmental units. These include the following:

(a) Pension Trust Funds — account for the accumulation of resources for pension benefit payments to
qualified employees.

(b) Agency Funds — are custodial in nature and do not involve measurement of results of operations.

Basis of Accounting-Measurement Focus
Government-Wide Financial Statements (GWFS)

The statement of net assets and the statement of activities include all the financial activities of the City,
except for the fiduciary funds, and its component units.

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when a
liability is incurred, regardless of the timing of related cash flows, Property faxes are recognized as
revenues in the year for which they are levied. Grants and similar iterns are recognized as revenue as soon
as all eligibility requirements have been met.

Fund Financial Statements

All governmental funds are accounted for using the current financial resources measurement focus and the
modified accrual basis of accounting. Their reported fund balances are considered a measure of “available
spendable resources.” Governmental fund statement of revenues, expenditures, and changes in fund
balances present increases (revenues and other financing sources) and decreases (expenditures and other
financing vses) in net current asseis. Accordingly, they are said to present a summary of sources and uses
of “available spendable resources” during a period. Under the modified accrual basis of accounting,
revenues are recorded when considered both measurable and available. Available means collectible within
the current period or soon encugh thereafier to pay current liabilities. The City considers amounts collected
within sixty days after year-end, excluding grant moneys for which the period is one year after year-end, to
be available and recognizes them as revenues of the current period. Expenditures are generally recognized
under the modified accrual basis of accounting in the accounting period in which the fund liability is
incurred, Expenditures related to principal and interest on long-term debt, claims, judgments, landfill post
closing costs, and compensated absences are recoghized when matured (i.e, due and payable). The
following types of revenues are susceptible to accrual under the modified accrual basis of accounting:
delinquent property taxes (including penalty and interest); services billed to other funds; sales tax;
franchise fees; investment earnings, and grants, Intergovernmental revenues from reimbursable grants and
capital projects are recognized when all eligibility requirements have been met and amounts are considered
available.
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Noncurrent portions of certain long-term receivables, primarily property taxes and special assessments, are
reported on the balance sheet of governmental funds in spite of their spending measurement focus. Special
reporting treatments are used to indicate that they should not be considered “available spendable
resources,” since they do not represent net current assets. Recognition of governmental fund type revenues
represented by noncurrent receivables is deferred until they become available.

Licenses and permits, certain charges for services, fines, and forfeitures, and miscelianeous other revenues
are recorded as revenues when received in cash because they are penerally not measurable or available
until actually recejved.

Pension Trust and Agency Funds

Pension trust funds are accounted for on the flow of economic resources measursment focus and use the
accrual basis of accounting. Their revenues are recognized when earned, and their expenses are recognized
when incurred. Agency funds use the accrual basis of accounting, but do not involve the measurement of
operations,

Use of Restricted Assets

When restricted and unrestricted resources are available fo cover expenses, unrestricted resources are first
applied.

Use of Estimates

The preparation of financial statements in conformity with U.S. 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 Habilities at the date of the financial statements, as well
as the reporied amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates,

Cash and Cash Equivalenty

The City’s cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term
investments with original maturities of three months or less from the date of acquisition.

Investmenis

Investments are stated at fair value based on quoted market prices.

Accounts Receivable

Property tax receivables of $26.9 million and grantee loan receivables of $47.9 million are shown net of an
allowance of uncollectible amounts of $15.6 million and $41.4 million, respectively.

Capital Assets

Capifal assets (i.e., land, buildings, equipment, and improvements other than buildings), which include the
City’s infrastructure, and construction in progress are stated at historical cost or estimated historical cost if
historical cost is not known. Donated capital assets are recorded at their fair value on the date donated. An
item is classified as an asset if the initial individual cost is $5,000 or greater. Capita! assets of the City are
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reported in the government-wide financial statements but not in the governmental fund financial
statements. Assets subject to depreciation are depreciated using the straight-line method.

Additions and improvements that significantly extend the useful life of an asset are capitalized. Repairs
and maintenance costs are expensed as incurred.

The City reviews the camrying value of its capital assets to determine if circumstances exist indicating
impairment in the carrying value of capital assets. If facts or circumstances support the possibility of
impairment, management follows guidance in GASB Statement No. 42, Accounting and Financial
Reporting for Impairment of Capital Assets and for Insurance Recoveries. If impaimment is indicated, an
adjustment will be made to the carrying value of the capital assets.

The estimated useful lives (in years) of all depreciable assets are as follows:

Buildings and improvements 20-40
Equipment and vehicles 5-10
Infrastructure 25-50
Other 5-15

Fully depreciated capital assets are included in the capital asset accounts until their disposal. The cost of
assefs sold or retired and the related amounts of accumulated depreciation are eliminated from the accounts
in the year of sale or retirement, and any resulting pain or loss is recorded in the financial statements.

Annual and Sick Leave

All full-time classified employees of the City hired prior to January 1, 1979 are permitted to accrue a
maximum of 90 days of vacation (annual leave) and an unlimited number of days of sick leave
(accurmulated at a maximum of 24 days per year). Employees hired after December 31, 1978 may accrue a
maximum of 45 days of annual leave and an unlimited number of days of sick leave. Upon termination of
employment, an employee is paid for accrued annual leave based upon his or her current hourly rate of pay
and for accrued sick leave on a formula basis. If termination s the result of retirement, the employee has
the option of converting accrued leave to additional days of service.

For governmental funds, apnual and sick leave expenditures are recorded when due and payable. All
vacation and sick leave is accrued when earned at the government-wide level.

Litigation

Claims and judgments are recognized in the governmental funds as expenditures when due and payable.
Therefore, claims and judgments that are due and payable would be expected to be liquidated with
expendable available financial resources. To the extent that claims and judgments mature prior to
December 31, and are payable from current financial resources, they are accrued at December 31, 2007.
Other liabilities not expected to mature as of December 31, 2007 are reported as liabilities in the
government-wide f{inancial staternents. Estimates of claims and judgment liabilities (both incurred and
reported and incurred but not reported) are made through a case-by-case review of all claims and the
application of historical experience to the outstanding claims.
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Fund Balance
{a}  Reserved

Indicates that portion of fund balance, which has been legally segregated (e.g., by bond ordinance)
for specific purposes and not available for appropriation.

(&) Designated Fund Balance

Indicates that portion of fund balance for which the City management has placed limitations as to
use.

(¢c) Undesignated Fund Balance

Indicates that portion of fund balance, which is available for appropriation in future periods.

Natural Disaster

On August 29, 2005, Hurricane Katrina struck the United States’ gulf coast and caused destruction across
the City and the states of Louisiana, Mississippi, and Alabama. Hurricane Katrina’s tidal surges and the
resulting levee breaches left eighty percent of the City under water. Ninety percent of the City’s residents
left under mandatory evacuation orders. The City suffered losses to buildings, police cars, fire trucks,
parks, and other City-owned properties and equipment. See further discussion in Note 6.

In 2005, the City received a $102,000,000 grant from FEMA for reimbursement of expenditures for
recovery efforts that began immediately after the storm. Additional grants were received in 2006 to fund
expenditures recorded in 2005. In addition, the City received $1,300,000 from the State of Louisiana as
compensation for the revenue shortfall caused by the storm. These grants were reflected as operating grants
in the 2005 fund level statement of activities. The City also received authorization for a $120,000,000
Community Disaster Loan {CDL). As of Pecember 31, 2005, the City had drawn $61,396,000 of the CDL.
The remaining $58,604,000 was drawn down during 2006. The City received authorization during 2006 for
an additional $120,000,000 CDL on which $17,610,000 was drawn down as of December 31, 2006. An
additional $32,748,000 was drawn down during 2007. These leans are reflected ss long-term liabiliiies in
the accompanying government-wide financial statements and are further described in Note 7. At the fund
level these loans and related expenditures were recorded in the new major special revenue fund named
CDL.

Deposits and Investrments

Deposits. The City’s deposits are subject to and maintained in accordance with the State of Louisiana's
Constitutional Revised Statutes (Revised Statutes), Under the Revised Statutes, all deposits exceeding the
amount insured by the FDIC are to be fully collateralized with specific approved securities designated
therein valued at 102% of the deposits. The eligible collateral pledged are held in custody by any Federal
Reserve Bank, or branch thereof or an independent third party with whom the City has 2 current custodial
agreement. All collateral held must be clearly marked, indicating evidence of ownership (safekeeping
receipt). Deposits collateralized under the Revised Statutes are considered collateralized with securities
keld by the pledging financial institutions trust department or agent in the “City’s name.”

At December 31, 2007, the carrying amount of the City’s deposits was $134,131,000.
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Custodial credit risk is the risk that in the event of a bank failure, the government's deposits may not be
returned to it under state law, all deposits are secured by federal depository insurance or the pledge of
securities held by the pledging banks agent in the City of New Orleans’ name. At December 31, 2007, the
City of New Orleans’ bank balances amounted to $648,698,104. Of the bank balances $460,36]1 was
covered by federal depository insurance and $57,589,894 was covered by collateral held by the pledging
banks' trust department or agent in the City of New Orleans’ name. The City had $6,652,737 in bank
balances that were neither covered by federal depository insurance or by collateral held at December 31,
2007.

Investments. The City’s investment policy states its primary objectives, in priority order, of investment
activities shall be:

Safety: Safety/seéurity of principal is the foremost objective of the investment program. Investments
shall be undertaken in a manner that seeks to ensure the preservation of capital in the overali
portfolio. The objective will be to mitigate credit risk and interest rate risk.

Liquidity: The City investment portfolio will remain sufficiently liquid to enable the City to meet all
operating requirements that might be reasonably anticipated. This is accomplished by structuring the
portfolio so that securities mature concurrent with cash demands (static liquidity). Furthermore, since
all possible cash demands cannot be anticipated, the portfolio should consist largely of securities
with active secondary or resale markets (dynamic liquidity).

Return on Investments: The investment portfolio shall be designed with the objective of attaining a
rate of retum throughout budgetary and economic cycles, commensurate with investment risks
constraints and the cash flow characteristics of the portfolio. Return on investments shall be
secondary to the safety and liquidity objectives described above. The core of invesiments is limited
to qualified, relatively low-risk securities in anticipation of earning a fair return relative to the risk
being assumed.

The City’s investment pelicy applies to all investment activities of the City under the control of the
Director of Finance, including management of certain investments related to governmental and agency
funds. All deposits and investments shall be made with a qualified public depository or dealer.
Broker/Dealers are selected by their credit worthiness and must be authorized to provide investment
services in the state of Louisiana. These may include “primary” dealers or regional dealers that qualify
under Securities and Exchange Commission Rule F5C3-1 (uniform net capital rule).

The City’s policy also requires, to the extent possible, diversification of its investments by security type
and institution. With the exception of U.S. Treasury securities, bank certificates of deposit (as limited by
R.5.39:1242d), and authorized pools, no more than 25% of the City’s total investment portfolio will be
invested in a single security type or with a single financial institution. This diversification is required in
order that potential losses on individual securities do not exceed the income of the remainder of the
portfolio. Deviation from expectations will be reported in a timely manner and appropriate action taken to
control adverse risks.

The City invests monies with the Louisiana Asset Management Pool (LAMP). LAMP is a nonprofit
corporation organized under the laws of the State of Louisiana formed by an initiative of the State
Treasurer in 1993. While LAMP is not required to be a registered investment company under the
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Investment Company Act of 1940, its investments policies are similar to those established by Rule 2-a7,
which governs registered money market funds. The primary objective of LAMP is to provide a safe
environment for the placement of public funds in short-term, high-quality investments. LAMP’s portfolio
includes only securities and other obligations in which local governments in Louisiana are authorized to
invest. Accordingly, LAMP investments are restricted 1o securities issued, guaranteed, or backed by the
U.S. Treasury, the U.S. government or one of its agencies, enterprises, or instrumentalities, as well as
repurchase agreements collateralized by those securities. The dollar-weighted average of portfolio maturity
of LAMP assets is resfricted to not more than 90 days and consists of no securities with a maturity in
excess of 397 days. The fair market value of investments is determined weekly to monitor any variances
between amortized cost and market value. For purposes of determining parficipants’ share, investments are
valued at amortized cost. LAMP is designed to be highly liquid to provide immediate access to
participants.

The City folows GASB Statement No. 31, dccounting and Financial Reporting for Certain Investmenis
and for External Investment Poois, which requires the adjustments of the carrying values of investments to
fair value, which is based on available market values., The Local Government Investment Pool is a
*2a-7-like” pool in accordance with GASB Statement No. 31; therefore, it is not presented at fair value but
at its actual pooled share price, which approximates fair value.

At December 31, 2007, the City’s market value of investments was as follows (amounts in thousands):

Governmental  Fiduciary Pension Trust Total
LAMP $ 90,162 § 36,630 § — § 126,842
U.S. Treasury securities 132,045 —_ e 132,045
U.S. Agency securities 50,597 — 34,193 84,790
Corporate bonds — — 55,221 65,221
Municipal bonds 72,559 e — 72,599
Stock and mutual funds —_ — 353,395 353,395
Real estate and real estate funds — —_ 33,161 33,161
Invested in corporations, partnerships, — — — —_
and limited liability corporations — — 51,169 51,169
Invested in hedge funds, private —_ — — —
equity funds, and fund to fund — —_ 64,240 64,240
Notes receivable - — 32,215 32,215
Cash equivalents — — 30,544 50,544
Other — — 41,700 41,700
Total investments b 345403 $ 36680 $ 725838 % 1,107,921

Interest Rate Risk — Interest rate risk is the risk that changes in the financial market rates of interest will
adversely affect the value of an investment. The City manages interest rate risk for investments under the
control of the City by limiting the maximum maturity of investments in accordance with their investment
policy. As stated in its investment policy, the City will attempt to match its investments with anticipated
cash flow requirements. Unless matched to a specific cash flow, cash will not be invested in securitjes
maturing more than three years from the date of purchase.
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At December 31, 2007, the governmental funds, investment balances and maturities for those investments

were as follows (amounts in thousands):

Investment maturity in vears

Less than More than
Total one year 1-5 6~10 10
1.8, Treasury securities 3 132,045 132,045 — — —
Corporate bonds —_ — —— —_ —
Municipal bonds 72,599 72,599 —_— —_ —_
U.8. Government Chligations 30,597 14,722 -— — 33,875
Total investments  $ 255,241 219,366 — — 35,875
o e -...]

At December 31, 2007, the pension trust funds, investment balances and maturities for those investments
subject to interest rate risk were as follows (amounts in thousands):

Invesiment maturity In years

Less than More than
Total one year 1-5 6~ 10 10

VLS. Treasury securities b 30,802 36 865 5014 24,587

Corporate bonds 42,997 1,004 10,816 15,889 15,288

Municipal bonds 570 — 268 —_ 302

1.8, Govemment Obligations 3.967 — — 3,967 —

Total investments  § 78,336 1,040 11,949 24,870 40,477

Notes receivable $ 32,215 11,850 7.328 1,037 6,GE)O
Collateral held under securities

lending $ 6,247 6,247 — — -

Credit Quality Risk — Credit quality risk is the risk that the issuer or other counterparty to a debt security
will not fulfill ifs obligation to the City. The City does not have a policy statement concerning credit
quality risk in its investment policy. National rating agencies assess this risk and assign a credit quality
rating for most investments. Obligations of the U.S. government or obligations explicitly guaranteed by the
U.S. government are not assigned credit quality ratings. Credit quality ratings are reporied on obligations
of U.S. government agencies not explicitly guaranteed by the U.S. government, LAMP has been rated

AAA by Standard & Poor’s Corporation.
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The following table provides information on the credit ratings associated with the pension trust funds,
investments in debt securities at December 31, 2007 (arnounts in thousands):

Corporate Municipal Government Government
Total bonds bonds Agency Obljgations

AAA £ 47,105 12,367 569 30,802 3,967
AA 2,116 2,116 — — —
A+ — — —_ —_ —
A 8,909 8,909 — —_
A- — — e _— —
BBB+ _ — — — —
BBB 8,078 8,078 -— —_ —
BBB- —_ —_ — _— e
BB+ — —_ —_ — —
BB 611 611 — — —
BB- 548 543 — — —
B+ 128 128 — — —
B 2,539 2,539 o — —
B- 1,811 1,811 — — _—
CCC+ 1,154 1,154 — — —
cCC ‘ 1,446 1,446 — —_ —
CCC- 490 490 — - —
cC 337 337 — — —
C 196 196 — — —
D 32 32 — —_ —
Not rated 2,236 2.236 -— — —

Total § 78,336 42,998 569 30,802 3!967

Custodial Credit Risk — Custodial credit risk for investments is the risk that, in the event of a failure, the
City will not be able to recover the value of its investments or coliateral securities that are in the possession
of an outside party. Investments are exposed to custodial credit risk if they are uninsured, are not registered

in the City’s name, and are held by either the counterparty to the investment purchase or are held by the
counterparty’s trust department or agent but not held i the City’s name. None of the City and MERP
pension trust fund’s investments owned at December 31, 2007, were subject to custodial credit risk.

The City has no formal investment policy regarding custodial credit risk.

At December 31, 2007, the Firefighter’s new system cash collateral held under the securities lending
program in the amount of $6,246,647 is exposed to custodial credit risk since the collateral is not in the
name of the fund.

Concentration of Credit Risk — The City’s investment policy does not allow for more than 25% of the
total investment portfolio to be invested in a single security type with the exception of U.S. Treasury
securities, bank certificates of deposit, and authorized pools. As of December 31, 2007, management
believes all investments were in compliance with this policy. All of the City’s investments are issued or
explicitly guaranteed by the U.S. government or are held in LAMP and are not subject to concentration of
credit risk.
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The MERP pension trust fund’s investment policy mandates the maximum limits on position held with
each assets class as follows: equities (65%), fixed income (55%), and alternative investments (10%}). As of
December 31, 2007, all MERP investments were in compliance with this policy.

The Firefighter’s Pension and Relief Fund’s investment policy states that no more than 25% of the equity
portfolio market value may be invested in any single industry. The equity holdings in any single
corporation shall not exceed 5% of the market value of the equity portfolio at any time. In addition, no
more than 5% of total fund assets are market may be invested in any one issuer’s securities (exclusive of
issues of the U.8. Treasury or other federal agencies). At December 31, 2007, there were no investment
holdings that exceeded the fund’s concentration of credit risk investment policy.

Securities Lending Transactions — The Board of Trustees of the Firefighter’s Pension and Relief Fund
authorized the fund fo enter into a securities lending program. These agreements consist of the loan of
stock and bonds with a simultaneous agreement to reacquire the same loaned security in the future plus a
contract rate of interest. The Fund requires the dealer to transfer cash or collateral of no less than 100% of
the market value of the securities underlying the securities lending agreements.

In cases of security loans in which the collateral received by the fund is cash, the fund is able to reinvest
the cash under the agreement with the dealer. When this occurs the collateral is reported as an asset with a
corresponding liability. If the fund receives collateral other than cash, it may not reinvest the collateral.
When this occurs, the fund does not record the collateral on the financial statements. In both cases, the
loaned securities continue 1o be reported as an asset on the balance sheet and in Note 7. The cash collateral
was invested in cash equivalents and fixed income securities at December 31, 2007. The maturities of these
investments match the maturities of the securities loans.

At year end, the fund has no credit risk exposure to borrowers because the amounts the borrowers owe the
Fund exceed the amounts the Fund owes the borrowers. The fund cannot pledge or sell collateral securities
received unless the borrower defaults,

Tax Revenues

At December 31, 2007, the total sales tax levied in the City is 9%, of which 4% is state sales tax, 1.5% is
levied by the Orleans Parish School Board (the School Board), and 1% is dedicated for transportation and
is levied by the Regional Transit Authority (RTA). The remaining 2.5% is used to fund the general
operations of the City. The City administers and collects the entire 5% of local sales tax. The School
Board’s portion of the sales tax is accounted for in the Orleans Parish School Board sales tax clearing fund,
and the RTA’s portion of the sales tax is accounted for in the RTA sales tax clearing fund, both of which
are agency funds.

The City levies a tax on real and personal property. Portions of these property taxes are dedicated for fire
and police protection services and the public library system. Taxes on real and personal property are levied
on January 1 of the assessment year based upon the assessed value as of the prior August 15. However,
before the tax can be levied, the tax rolls must be submitted to the State Tax Commission for approval.
Taxes are due and payable on January 1, the date on which an enforceable lien attaches on the property,
and are delinquent on February 1.
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The assessed value of property in the City for each year is determined by an elected Board of Assessors. It
is then certified by the Louisiana Tax Commission as complying with the Louisiana Constitution of 1974,
The City is permitted by the Louisiana statutes to levy taxes up to $31.78 per $1,000 of agsessed valuation
for general governmental services (including fire and police) other than the payment of principal and
interest on long-term debt and other purposes specifically approved by the voters. It is permitted to levy
taxes in unlimited amounts for the payment of principal and interest on general obligation bonds of the

City.
Property tax levies per $1,000 of assessed valuvation accounted for within the funds of the City (primary
government only) for the year ended December 31, 2007 are as follows:

General:
General governmental services $ 14.91
Dedicated for fire and police 6.40
Public library 432
Fire and police, without applying homestead exemption 10.47
Parkways and parks and recreation department 3.00
Street and fraffic control device maintenance 1.90
Act 44 1.19
Special revenue:
Neighborhood housing improvement fund 1.25
New Orleans economic development fund 1.25
Capital Improvement and Infrastructure 2.50
Debt service 31.70

$ 78.89

Property taxes levied on January 1, 2007, collected during 2007, or expected to be collected within the first
60 days of 2008, are recognized as revenues in the statement of revenues, expenditures, and changes in
fund balances — governmental funds. The entire estimated collectible amount of the tax levy for the fiscal
year is recorded as revenue in the government-wide financial statements. Property taxes paid uoder protest
are held in escrow until resolution of the dispute. Amounts collected for other governmental entities are
accounted for in the agency funds.

Grantee Loans

The City’s grantee loan balances at December 31, 2007 are as follows (amounts in thousands):

ross Allowance Net
UDAG b 6,473 (4,744) 1,729
HUD - nonmajor governmental fund 41,463 (36,661) 4,802
" Total grantee loans $ 47,936 {(41,405) 6,531
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UDAG

The City has received certain grant awards or loans from the HUD for the purposes of providing
loans to the private sector for completion of projects that will stimulate economic development
activity in the City. Fourteen individual loans are outstanding at December 31, 2007 totaling
$6,473,000, which bear interest at rates ranging from .1% to 7.0%. These loans are receivable over a
15- to 30-year peried. Once loan repayments are received, and the project is accepted by HUD, the
City may use the amounts received for other allowable economic development activities specified in
the grant agreement. The City has recorded $4,744,000 in allowance for bad debt on these loans.

During the year the City received a prepayment of $20.5 million from New Orleans Riverwalk
Associates (NORA). The original amount of $6,980,000, relates to the development of the Riverfront
Marketplace. In addition to the stated interest of 6.55% on this loan, the City participates in 30% of
the net annual cash flows of the project. The City’s participation interest is receivable 90 days after
the project’s year-end. This brings the cumulative annual effective yield on the loan up to a
maximum of 10%. The cumulative annual effective yield on the loan cannot be less than 8.0%. The
agreement provided that the City participate in 30% of the net proceeds of any sale, refinancing, or
other disposition of the project, in whole or in part. The Riverfront Marketplace began operations in
September 1986. In 2007, the City received approximately $20.5 million in proceeds, of which $6
million was recorded as a receivable in 2006 and the remaining $14.5 was recorded as miscellaneous
and other revenue. Under the terins of the agreement, the prepayment amount is in full satisfaction of
all obligations and indebtedness of NORA pursuant to this loan and thus the City’s receivable
balance has been eliminated as of the year ended December 31, 2007. No amecunts were outstanding
as of December 31, 2007.

HUD Section 108

The City received a Section 108 loan from HUD to allow/provide loans to the private sector for
economic development. At December 31, 2007, there were four outstanding loans which bear
interest at rates of 2% to 7% and are receivable over 15 to 30 years.

During 1998, HUD agreed to loan to the City $24,375,000 for the development of the Jazzland
Theme Park. These funds were subsequently loaned to Jazzland, Inc. (Jazzland) and were due from
Jazzland in bi-annual instaliments plus 7.87% interest. During 2001, Jazzland failed to remit to the
City a required payment and was in default on its loan as of December 31, 2001. On February 28,
2002, Jazzland filed for bankruptey under Chapter 11 of the United States Bankruptcy Code. As a
result, the City wrote off its remaining receivable from Jazzland. In 2002, Six Flags Theme Park, Inc.
assumed management of Jazzland, and the theme park was renamed “Six Flags New Orleans.” Six
Flags had agreed to make monthly lease payments of $116,667 to the Industrial Development Board
(IDB), which in turn, would transfer the money to the City. The payments by the IDB are being
made to the City. The lease expires in 2017, These moneys are to be used by the City to repay the
HUD loan. Annual debt service on the loan is $2,400,000 through 2017. The City has recorded
$24,375,000 in allowance for bad debt on these loans.
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During 2000, HUD agreed to loan to the City $5,000,000 for the development of the old American
Can Factory into apartments. The City subsequently loaned these funds and an additional $1,500,000
(amount received by the City through Urban Development Action Granis) to Historic Restoration,
Inc. (HRI). These funds are due from HRI in quarterly instaliments plus 2% interest. The final
‘payment is due January 1, 2040, with principal payments commencing on April 1, 2003. The
outstanding balances at December 31, 2007 are $4,802,000 on the HUD Joan and $986,000 on the
UDAG loan.

During 2002, HUD agreed to loan to the City $5,000,000 for the development of the Palace of the
East. The City subsequently loaned these funds to the Palace of the East. The loan is due to be repaid
in quarterly installments plus 6% interest. The final payment is due on August 1, 2021, with principal
payments commencing on July 15, 2004. The outstanding balance at December 31, 2007 is
$4,823,000. No payments were received during the year ended December 31, 2007. The City has
recorded an allowance of $4,823,000 against this loan.

During 2002, HUD agreed to loan to the City $7.1 million for the development of the Louisiana
Artists Guild, a Louisiana Nonprofit Corporation. The City subsequently loaned these funds to LA
Artworks. The loan is due to be repaid in quarterly installments plus interest of 5.6183%. Principal
payments commenced on October 15, 2003 and end on July 15, 2022. The outstanding balance at
December 31, 2007 is $7,463,000. No payments were received during the year ended December 31,
2007, The City has recorded an allowance of $7,463,000 against this loan.
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(6) Capital Assets

A summary of changes in capital assets of governmental activitics (amounts in thousands) is as follows:

Balance . Balance
January 1, Deletions and December 31,
2007 Additions adjustments Transfers 2007
Nondepreciable capital assets:
Land b 103,522 — —_ - 163,522
Construction in progress 74,856 54,513 — {(33,060) 96,300
Total nondepreciable
capital assets 178,378 54,513 {0 {33,060) 194,831
Depreciable capital assets:
Infrastructure 2,273,297 — 0 30,633 2,303,930
Buildings and improvements 215,228 — {54,283) 2,427 163,372
Equipment and vehicles 67,660 2,641 {1,352) — 68,949
Other 41,896 —_ — — 41,896
Total depreciable :
capital assets 2,598,081 2,641 (55,635) 33,060 2,578,147
Less accumulated
depreciation for:
Infrastructure 1,342,498 60,534 0 — 1,403,032
Buildings and —
improvements 107,229 6,129 (20,067) —_ 93,291
Equipment and vehicles 35,466 9,189 (791) — 43,864
Other 21,3152 1,690 — — 23,042
Total accumulated
depreciation 1,506,545 77,542 (20,858) — 1,563,229
Total depreciable
capital assets, net 1,091,536 {74,901} (34,777) 33,060 1,014,918
Total 3 1,269,914 {20,288) 534,7772 — 1,214,749

Depreciation expense was charged to functions/programs of the primary government as follows (amounts

in thousands):
General government $ 10,723
Public safety : 4,595
Public works 60,534
Culture and recreation 1,690
Total depreciation expense $ 77,542

(7} Long-Term Debt
Debt Service Fund

The City’s debt service fund is the Board, City Debt (the Board of Liquidation), an autonomous,
self-perpetuating board created under the State of Lonisiana Constitution of 1974. All property taxes levied
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by the City and dedicated to the payment of cutstanding general obligation bonds are collected by the City
and, as required by law, paid over to the Board of Liquidation as collected.

The Board of Liquidation annually determines the amount of property tax millage necessary to be levied
and collected by the City in the next fiscal year for the payment during such year of principal and interest
on all outstanding general obligation bonds of the City, and all such bonds proposed to be issued by the
City during such year. The annual determination of the necessary tax millage to service bonds of the City is
adopted by resolution of the Board of Liquidation, which is submitted to the City Council. The millage
recommended by the Board of Liguidation is then levied by the City Council. The millages for the various
limited bonds of the City were established at the time the bonds were issued, based upon approval of the
voters. Administrative expenditures paid in connection with the operations of the Board of Liquidation are
recorded in the City’s Debt Service fund.

Bond Transactions

The City issues general obligation bonds to provide for the acquisition and construction of major capital
facilities. General obligation bonds are direct obligations and pledge the full faith and credit of the City.
Bonds payable, excluding unamortized premium of $10,886,000, at December 31, 2007 comprise the
following (all bonds are serial bonds) (amounts in thousands):

Range of
Original average Amount Due in
Description issue interest rates outstanding ole Year

General obligation bonds:

1998-2007 Public Improvement

Bonds, due in annual

installments ranging from $3,645

to $11,990 through December 2036 $ 297,400 40-70% $ 215,465 3,645
1991 General Obligation Refunding

Bonds, due in annual

installments ranging from $3,832

to $9,964 commencing in

September 2004 through

September 2018 98,886 67-7.1% 62,354 7,944
1998 General Obligation Refunding

Bonds, due in anmual installments

ranging from $210 to $13,080

through December 2026 106,520 3.7-55% 97,000 2,970
2002 General Obligation Refunding

Bonds, due in annual

installments ranging from $300

to $19,950 commencing on

September 1, 2015 through

September 1, 2021 58,415 5.1% 58415 —
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Range of
Original average Amount Due in
Description issue interest rates outstanding one year

General obligation bonds, continued:
2005 General Obligation Refunding
Bonds, dus in annual
installments ranging from $275
to $8,795 commencing in
December 2009 through
December 1, 2029 $ 105,280 3.0-525% % 105,280 —
Limited tax bonds:
2005 Limited Tax Bonds, due in
annual installments of $1,430 to
2,900 commencing in March 2006
though March 1, 2021 33,000 3.0-5.0% 30,045 1,565

Revenue bonds:
2000 Taxable Pension Revenue
Bonds, due in annual
installments from $3,600 to $7,000
commencing on September 1, 2001
through September 1, 2030 170,660 6.95 138,360 5,675
2004 Variable Rate Revenue Bonds,
due in annual installments from
$355 to $865 commencing on

August 1, 2005 through
August 1, 2024 11,500 Variable 10,380 410
Total bonds 717,299 22,209
Accreted bond discount at
December 31, 2007 130,742 o

3 848,041 22,209

In November 2004, the City received approval from taxpayers to issue $260,000,000 in General Obligation
Bonds. The City issued $75,000,000 in face amouni of these authorized General Obligation Bonds in
December 2007 at a premium of $147,000, proceeds of which were transferred to the Capital Projects
Fund,
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The payment requirements for all bonds outstanding, including accretion on the 1991 General Obligation
Bonds of $130,742,000 (included in interest payments) as of December 31, 2007, are as follows
{amounts in thousands):

Interest Principal
Year ending December 31:

2008 $ 53,306 22,209
2009 53,238 23,953
2010 52,768 27,130
2011 52,089 27,660
2012 51,330 28,167
2013 - 2017 243,154 152,696
2018 - 2022 113,994 225,214
2023 —2027 43,714 115,885
2028 — 2032 16,223 70,235
2033 - 2036 , 2,731 24,150

$ 682,547 717,299

The City’s legal debt limit for General Obligation Bonds is $992,049,000. At December 31, 2007, the
City’s legal debt margin adjusted for outstanding principal of $538,514,000 and past and future aceretion
of $217,541,000 on the City’s outstanding General Obligation Bonds, plus net assets available in the Debt
Service Fund of $41,764,000 to service this debt was $277,758,000.

The various bond indentures contain significant limitations and restrictions on annual debt service
requirements, maintenance of and flow of moneys through various restricted accounts, minimum amounts
1o be maintained in various sinking funds, and minimum revenue bond coverages. At December 31, 2007,
management believes it is in compliance with all financial related covenants.

Revenue Bonds

Included in bonds payable are The Firefighters’ Pension and Relief Fund (Old System) Bonds which were
issued in 2000 to fund 2 portion of the projected unfunded accrued liability for the pension plan. The bonds
are secured and payable solely from moneys that are available after payment of contractual and statutory
obligations and other required expenses, including outstanding certificates of indebtedness. The bonds bear
interest at a variable rate determined weekly based on the Bond Market Association Municipal Swap
Index™ (BMA); however, the City entered into an interest rate swap agresment over the term of the bonds,
which resulted in a fixed rate of 6.95%. As of December 31, 2007, $138,360,000 in outstanding bonds was
recorded as a liability in the government-wide financial statements. The swap terminates in
September 2030.

Objective of the interest rate swap. As a means of lowering its borrowing costs, when compared against
fixed-rate bonds at the time of issuance in 2000, the City entered into an interest rate swap in connection
with its $170.6 million Taxable Pension Variable-Rate Revenue Bonds. The intention of the swap was to
effectively change the City’s variable interest rate on the bonds to a synthetic fixed rate of 6.95%.
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Terms. The bounds and the related swap agreement mature on September 1, 2030, and the swap’s notional
amount of $171 million matches the $171 million variable-rate bonds. The swap was entered at the same
time the bonds were issued {November 2006). Starting in fiscal year 2001, the notional value of the swap
and the principal amount of the associated debt decline. Under the swap, the City pays the counterparty,
UBS, a fixed payment of 6.95% and receives a variable payment computed weekly based on the BMA
swap index.

Fair value. Because interest rates have declined since execution of the swap, the swap had a negative fair
value of $23.6 million as of December 31, 2007. The fajr value was estimated using the zero-coupon
method. This method calculates the future net settlement payments required by the swap, assuming that the
current forward rates implied by the yield curve correctly anticipate future spot interest rates. These
payments are then discounted using the spot rates implied by the current yield curve for hypothetical
zero-coupon bonds due on the date of each future net settlement on the swap.

Credit risk. As of December 31, 2007, the City was not exposed to credit risk because the swap had a
negative fair value. However, should interest rates change and the fair value of the swap becomes positive,
the City would be exposed to credit risk in the amount of the derivative’s fair value. The swap counterparty
was rated AAA/aaa by Moody’s Investors Service as of December 31, 2007,

Termination risk. The City or the counterparty may terminate the swap if the other party fails to perform
under the terms of the contract. The swap may be terminated by the City if the counterparty’s credit quality
rating falls below “A-" as issued by Moody’s Investors Service. If the swap is terminated, the variable-rate
bond would no longer carry a synthetic interest rate. Also, if at the time of termination the swap has a
negative fair value, the City would be liable to the counterparty for a payment equal to the swap's fair
value, If at the time of termination the swap has a positive fair value, the City would receive a cash
payment.

The following is a summary of the interest rate swap transactions (amounts in thousands):

Swap Interest Principal Total
Year ending December 31:

2008 $ 2,560 7,056 5,675 15,291
2009 2,455 6,767 5,950 15,172
2010 2,345 6,463 6,175 14,983
2011 2,230 6,149 6,450 14,829
2012 2,111 5,820 6,625 14,556
2013 -2017 8,680 23,929 34,475 67,084
2018 -2022 5,484 15,119 33,600 54,203
2023 -2027 2,555 7,044 27,900 37,499
2028 — 2032 394 1,087 11,510 12,991

$ 28,814 79,434 138,360 246,608

Certificates of Indebtedness

In 1998, the City issued $75,205,000, of which $35,015,000 remained outstanding at December 31, 2007,
in certificates of indebtedness (Series 1998B) for the primary purpose of refunding the City’s Series 1992
certificates of indebtedness, the City’s debt obligation incurred in 1983, and additional debt incurred in
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1993 under the merger agreement between the Municipal Police Employees’ Retirement System (MPERS)
and the City’s board of trustees of the Police Pension Fund. The certificates bear interest ranging from
4.05% to 5.1%, payable semiannually and will be fully matured on December 1, 2012,

In December 2000, the City issued $27,000,006, of which $11,400,006 remained outstanding at
December 31, 2007, in certificates of indebtedness (Series 2000) for the primary purpose of paying general
settlements and judgments rendered against the City. The certificates bear interest ranging from 5% to
5.5%, payable semiannually and will be fully matured on December 1, 2010.

In January 2002, the City issued $5,155,000, of which $3,565,000 remained outstanding at December 31,
2007, in certificates of indebtedness (Series 2001C) for the primary purpose of paying general settlements
and judgments rendered against the City. The certificates bear interest ranging from 3.5% to 4.25%,
payable semiannually and will be fully matured on February 1, 2011.

In March 2003, the City issued $38,555,000, of which $17,510,000 remained ouéstanding at December 31,
2007, , in certificates of indebtedness (Series 2003) for the pnmary purpose of refinancing the payments of
the City under an existing lease agreement financing the costs of acquisition of additional vehicles and
paying the costs of issuance. The certificates bear interest ranging from 2.97% to 3.4%, payable
semiannually and will be fully matured on March 1, 2010.

In April 2004, the City issued $4,065,000, of which $2,590,000 remained cutstanding at December 31,
2007, in limited tax certificates of indebtedness (Series 2004) for the primary purpose of financing the
costs of acquisition of additional vehicles and paying the costs of issuance. The certificates bear interest
ranging from 2% to 3.5%, payable semiannually and will be fully matured on April 1, 2011.

In December 2004, the City issued $40,415,000, of which $38,650,000 remained outstanding at
December 31, 2007, in limited tax certificates of indebtedness (Series 2004B) for the primary purpose of
financing the partial defeasance of the 1998B Certificates, financing judgment claims against the City, and
paying the costs of issuance. The certificates bear interest ranging from 3.15% to 4.75%, payable
semiannually and will be fully matured on March 1, 2014.

During 2005, the City issued $2,050,000, of which $1,435,000 remained outstanding at December 31,
2007, in certificates of indebtedness (Series 2005) for the primary purpose of paying costs to repair
trackage for rail car storage and to make infrastructure improvements in connection with the CG Rail
Project. The certificates bear interest of 3.59%, payable semiannually and will be fully matured on
December |, 2014.
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The requirements to amortize the certificates of indebtedness are as follows (amounts in thousands):

Interest Principal
Year ending December 31:

2008 $ 4,909 16,750
2009 4,176 18,110
2010 3,345 19,845
2011 2,462 14,590
2012 1,765 14,855
2013 -2017 1,245 26,015

$ 17,902 110,165

Leans Payable

The City has entered into a Community Disaster Loan (CDL) agreement with the Federal Emergency
Management Agency (FEMA) to assist in paying current operations as a result of Hurricane Katrina, -
During 2005, the City was authorized to draw down $120,000,000. As of December 31, 2005, the City has
drawn down $61,396,000 and the full $120,000,000 at December 31, 2006, During 2006, the City was
authorized a new $120,000,000 CDL of which $17,611,000 was drawn down at December 31, 2006. The
City drew down $32,748,000 during the year ended December 31, 2007. The City has pledged as
collateral future revenues from anticipated taxes. The two CDL’s, which accrue interest at a rate of 2.75%
and 2.93%, are due at the end of five years but can be extended for an additional five years. Interest in the
amount of $16,100,000 and $6,040,000 will be due on the outstanding principal balance in 2010 and 2011,
respectively. Accrued interest through the year ended December 31, 2007 was $7,318,000.

The City entered into a cooperative endeavor agreement with the State of Louisiana to provide for the
issuance of general obligation bonds of the State of Louisiana (GO Zone Series) to fund the debt service
assistance loan program, which will make scheduled debt service payments on behalf of the City for
certain issues of outstanding debt. The city borrowed $35,533,000 and $23,550,000 for the years ended
December 31, 2006 and 2007, respectively. The loans are payable beginning in 5 years in equal
installments over 15 years commencing in 2012, Interest is deferred during the initial 5 year period and
then accrues at a rate of 4.64% during the repayment period.
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The requirements to amortize the debt service assistance loan are as follows (amounts in thousands).

Interest Principal
Year ending December 31:

2008 $ — —-
2000 _— —
2010 — e
200 i —_
2012 2,741 2813
2013-2017 11,624 16,149
2018-2022 7,513 20,259
2232026 2,356 19,862

§ 245234 59,083

Other Long-Term Liablilities

The City has entered into contracts for Loan Guarantee Assistance under Section 108 of the Housing and
Commumity Development Act of 1974, with the Secretary of HUD as guarantor. Portions of these funds
were used to fund grantee loans referred to in Note 5. The loans consist of notes bearing interest at either
fixed interest rates ranging from 5.225% to 8% or variable interest rates based upon the London Interbank
Offered Rate (LIBOR). As of December 31, 2007, $32,405,000 is recorded as a liabilify in the
government-wide financial statements.

The requirements to amortize the Section 108 loans are as follows (amounts in thousands):

Interest PrinciEal
Year ending December 31:

2008 $ 2,018 2,061
2009 1,902 2,182
2010 1,777 2318
2011 1,640 2,456
2012 1,493 2,610
2013 — 2017 4734 15,748
2018 -2022 835 5,030

$ 14,449 32,405

On October 15, 2000, the City entered into an agreement with a vendor to purchase heating, ventilation and
air cooling (HVAC) equipment under a 20 year capital lease. The City entered into two similar subsequent
agreements with this vendor on June 1, 2001 and February 15, 2002 primarily for the purpose of
purchasing additiona] HVAC equipment and traffic lights, respectively. The original net present value of
these capital leases were $9,625,000, $17,912,000 and $6,248,000 with corresponding interest rates of
7.8%, 7.1% and 6.5%, respectively. Under terms of the agreement, title to this equipment is to transfer to
the City at the end of the lease. The contracts provided for a guaranteed energy savings component, which
when combined with certain other savings, stipulated by the City, would exceed the debt service
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requirements on this capital lease. Following Hurricane Katrina, the City and the vendor agreed to amend
their original agreement to remove the guaranteed savings component and to reduce the monthly
maintenance contract. This liability and the related asset were not previously recorded on the City’s books,
The HVAC equipment under the leases dated in 2000 and 2001, were recorded as Buildings and
Improvements (Note 6) and depreciated over 20 years, with an adjustment made for estimated impairment
from Hurricane Katrina. As the traffic light equipment was substantially destroyed in 2005, these assets
were not recorded on the City’s books.

The requirements to amortize the Capital Leases are as follows (amounts in thousands):

Interest Principal
Year ending December 31:

2008 b 2,009 1,223
2009 1,921 1,311
2010 1,826 1,406
2011 1,724 1,508
2012 1,615 1,660
2013 -2017 6,055 10,529
2018 2022 1,772 11,078

$ 16,922 28,715

The City has recorded $43,970,000 in accrued annual and sick leave in accordance with its pay-out
policies. In October 2005, the City laid off approximately one-third of its workforce. During the year active
employees earned and used approximately $26 million and $18 million in sick and vacation leave benefits,
respectively. The City paid approximately $14 million to terminated employees, including approximately
$5.6 million previously accrued in the General Fund, during the year ended December 31, 2007. The
entire annual and sick Jiability is recorded in the government wide statements and no liability is recorded in
the governmental funds.
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Changes in Long-Term Liabilities

Long-term liability activity for the year ended December 31, 2007 was as follows (amounts in thousands):

January 1, December 31, Due in
2007 Additions Deletions 2007 one year
Claims and judgments (note 12) § 259,475 37,433 68,307) 228,601 27,506
Landfill closing costs (note 12) 12,425 135 - 12,560 264
Accrued annual and sick [eave 41,391 26,304 {23,725) 43,970 3,000
Revenue bonds 154,505 - (5,765) 148,740 6,085
Certificates of indebtedness 125,060 - {14,895) 110,165 16,750
General obligation bonds () 611,930 89,101 {31,775) 669,256 16,410
Limited tax bonds 31,550 - (1,505) 30,045 1,565.
Deferred loss on refunding (4,094) 347 {3,747) (347)
Premium on bonds payable 11,740 147 {1,001) 10,886 993
Discoum on bonds payable 619 - 48 (57D (48)
Community Disaster Loan 137,610 32,748 - 170,358 -
Debt Service Assistance Program 35,533 23,350 - 59,083 -
Notes Payable 4,375 - (810) 3,565 Ra0
HUD Section 198 loan : 34,336 - {1,931) 32,405 2,061
Capital Jeases 29,855 - {1,140) 28,715 1,223
Net pension obligation 16,367 17,685 34,052 -
Post-employment benefit - 30,778 (12,335) 18,443 -

$ 1,501,435 257,881 {162,794) 1,596,526 78,307
(a) Additions and deletions inchzde amounts related to accretion of 1991 Refunding Series of 14,101 and (16,870), respectively.

The above liabilities will be repaid from the General Fund, except for HUD Section 108 loans, which will
be repaid from the UDAG Fund, and the General Obligation and Limited Tax Bonds and a portion of the
Debt Service Assistance Loan Program, which will be repaid from the Debt Service Fund. The Board of
Liguidation handles all the bonded debt of the City and results of its operations are reported in the debt
service fund. For the year ended December 31, 2007, the debt service fund had $73.3 million in fund
balance reserved to service this debt.

Pension Plans and Postretirement Healthcare Benefits

At December 31, 2007, the City sponsors and administers four scparate singie-employer, contributory
defined benefit pension plans, namely: (1) Firefighters” Pension and Relief Fund — Old System;
(2) Firefighters' Pension and Relief Fund — New System; (3) Police Pension Plan (Police Plan); and
(4) Employees’ Retirgment System of the City of New Orleans (Employees’ Plan). The Old System covers
firefighters who were employed prior to December 31, 1967; the New System. covers firefighters hired
since that date. Effective March 6, 1983, all members of the Police Plan, active and retired, except for
approximately 250 participants who did not meet the eligibility requirements, became members of the
Municipal Police Employees’ Retirement Sysiem (State of Louisiana) (MPERS). The Police Plan of the
City will remain responsible for the payment of certain benefits due to differences in length of service and
age requirements for the participants who were not transferred to the MPERS plan. MPERS is the only
cost-sharing, multiple-employer retirement plan in which employees of the City participate. The
Employees’ Plan covers all City employees other than firefighters and police.
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All four plans use the accrual basis of accounting for changes in net assets. Within this context, interest
income is recognized when earned, as are employer and employee contributions, except in the case of the
Police Plan, which recognizes employer contributions when due from the City. Benefits and refunds are
recognized when due and payable in accordance with the terms of the plan.

MPERS Pian Description

On March 6, 1983, an agreement was signed among the City, the Police Pension Funds of the City of New
Orleans, and the MPERS, which provided for the merger of the Police Pension Plans with the MPERS. As
of that date, all members of the Police Pension Plans, active and retired, became members of the MPERS.
Those members covered by the system who did not meet the age and service requirements of the MPERS
will be paid by the Police Pension Fund of the City until they reach age 50 or 55, depending on the length
of active service. The MPERS is a defined benefit pension plan established by a State of Louisiana statute,

Employees become eligible for retirement under the MPERS plan at age 50, after being a2 member of the
plan for 1 year and after 20 years of active continuous service. An employee who is age 55 becomes
eligible for retirement benefits after 16 years of active continuous service. The plan also provides death and
disability benefits. Authority to establish and amend benefit provisions is provided under the laws of the
State of Louisiana. The MPERS issues a publicly available financial report that includes financial
statements and required supplementary information for the MPERS. That report may be obtained by
writing to the Municipal Police Employees’ Retirement System, 8401 United Plaza Boulevard, Room 270,
Baton Rouge, Louisiana 70809, or by cailing (300) 443-4248.

Funding Policy

The contribution rate for MPERS per dollar of payroll is 7.5% and 13.75% for the employee and employer,
respectively, as established by the State of Louisiana statute. Prior to Jjuly, 1 2007, the employer
contribution rate was 15%. The City’s contributions to the MPERS for the years ended December 31,
2007, 2006, and 2005 were $4,894,439 84,534,052, and $6,396,000, respectively, equal to the required
contributions for each year.

Employees® Plan, Police Plan, Firefighters’ Pension and Relief Fund - Old and New System
Descriptions

Each pian is a defined benefit pension plan established by the State of Louisiana statute, which provide
retirement, disability, and death benefits, and annual cost-of-living adjustments to plan members and
beneficiaries. Authority to establish and amend benefit provisions is provided under the laws of the State of
Louisiana. Each plan issues a publicly available financial report that includes financial statements and
required supplementary information for that plan. Those reports may be obtained by writing or calling the
plan. '

Employees’ Retirement System of the City of New Orleans
1300 Perdido Street, Suite 1E12

New Orleans, Louisiana 70112

(504) 658-1850
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Police Pension Fund of the City of New Orleans
715 S. Broad, Room B23

New Orleans, Louisiana 70119

(504) 826-2900

Firefighters” Pension and Relief Fund of the
City of New Orleans (Old and New Systems)
329 S. Dorgenois Street

New Orleans, Louisiana 70119

(504) 821-4671

Funding Policies and Annual Pension Costs

The employer contributions for the MPERS and the Firefighters” Pension and Relief Fund (New System)
are based on actuariaily determined amounts. The employer contribution for the Police Pension Fund is
based on amounts necessary o cover administrative costs and payments of pensions and benefits, as
certified by the board of trustees of the Fund. The employer contribution for the Firefighters’ Pension and
Relief Fund (Old System) is based on amounts necessary to pay current expenses, and, in effect, is being
funded on a “pay-as-you-go” basis. In December 2000, the City issned $170,660,000 of taxable pension
revenue bonds to fund the projected unfunded accrued liability of the Firefighters® Pension and Relief Fund
(Old System). Debt service is to be paid from the General Fund. Employees covered under the MPERS
contribute 4% of their earnable compensation to the plan. Employees covered under the Firefighters’
Pension and Relief Fund of the City of New Orleans (Old and New Systems) contribute 6% of salary for
the first 20 years of employment.

As a result of the merger contract with the MPERS to transfer all active policemen who were participating
in the City’s Police Pension Fund to MPERS, there were no active participants in the plan and therefore the
only contributions by employees to the plan related to retirees’ contributions for the purchase of military
service credit. The City’s annual pension cost for the current year and related actuarial methods and
assumptions for each plan is as follows (amounts in thousands):

Firefighters’ Firefighters’
Employees’ Police Pension and Pension and
Retirement Pension Relief Fund Relief Fund
System Fund (Old System) {New System}
Annual required contribution ) 9,428 —_ 18,609 11,137
(thousands)
Aunnual pension cost 9,428 — 17,116 10,869
(thousands)
Contributions made 4,894 — — 10,300
{thousands)
Actuarial valuation date 1/1/07 12/31/07 12/31/07 12731107
Actuarial cost method Frozen entry Entry age Entry age Aggregate
ape actuarial normal cost normal cost actuarial
cost method method method cost method
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Firefighters’ Firefighters’
Employees’ Police Pension and Pension and
Retirement Pension Relief Fund Relief Fund
System Fund (01d System) {New System)
Amortization method {a) (o) Specific (c)
number
of years —
level amount,
closed
" Remaining amortization period (a) (b) 7 years ()
Asset valuation method Market Cost which Market Three-year
value approximates value averaging
market
Actuarial assumptions:
Investmnent rate of return 7.75% . 7.00% 7.50% 7.50%
Projected salary increases 4.50 NA 5.00 5.00

(a) The amortization period for the year, which ended on December 31, 2007, is being maintained.
Beginning with the January 1, 1992 actuarial valuation, the amortization amount was “frozen” and is
equal to the 12-year remaining amortization amount over the period January 1, 1992 through

December 31, 2007.

(b) The “Entry Age Normal™ cost method was used to calculate the funding requirements of the Fund,
Under this cost method, the actuarial present value of projected benefits of each individuat included
in the valuation is allocated on a level basis as a percentage of payroll for each participant between

entry age and assumed retircment age.

(¢) The aggregate actuarial cost method does not identify or separately amortize unfunded actuarial

liabilities.

Annual Pension Cost, Prepaid Pension Asset, and Net Pension Obligation — The City’s annnal pension
cost (APC), prepaid pension asset (PPA), and net pension obligation (NPO) to Firefighters® Pension and
Relief Fund (Old Sysiem and New System) for the current year are as follows (amounts in thousands):

Annual required contribution
Interest on PPA (NPO)
Adjustment to annual required contribution

Annual pension cost
Contributions made

Decrease (increase) in PPA (NPO)

PPA (NPO), beginning of year
PPA {NPO), end of year
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Firefighters® Firefighters’
Pension and Pension and
Relief Fund Relief Fund
(Old System) (New System)
18,609 11,137
1,040 187
{2,533) (455)
17,116 10,869
- 10,300
(17,116) (569)
(13,874) (2,493)
(30,990) {3,062}
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The NPOs are $30,990 and $3,062 respectively, at December 31, 2007, and are recorded in the
governmental activities of the government-wide statement of net assets.

Year of APC NPO
ending APC coniributed FPA
MPERS 12/31/07 % 9,428 52% §
12/31/06 5,780 78 —
12/31/05 6,396 100
Firefighters® Pension and Relief
Fund (Old System) 12/31/07 17,116 — 30,990
12/31/06 19,697 — 13,874
12/31/05 21,746 —_ (5.823)
Firefighters’ Pension and Relief
Fund (New System) 12131707 10,869 92 3,062
12/31/06 10,196 92 2,493
12/31/05 9,231 87 1,637

Postretirement Healthcare Benefits

Plan Description

The vast majority of City employees are covered by one of three primary systems: The Employees'
Retirement System of the City of New Orleans (NOMERS), the Louisiana State Municipal Police Employees
Retirement System (MPERS]), and the New Orleans Firefighters' Pension and Relief Fund (NOFF). The
maximum DROP period is five years in NOMERS and NOFF and three years in MPERS. Retirement
(DROP entry) eligibility is as follows: in NOMERS, the earliest of 30 years of service at any age; age 60 and
10 years of service; age 65 and 5 years of service; or, satisfaction of the "Rule of 80" (age plus service equals
or exceeds 80); in MPERS, the earlier of 25 years of service and age 50 and 20 years of service (in MPERS,
DROP entry requires age 55 and 12 years of service or 20 years of service and eligibility to retire); in NOFF,
age 50 and 12 years of service. However, because of the "back-loaded" benefit formula in the NOFF plan
relative to years of service, the retirement assumption used for that plan was the earliest of age 50 and 30
years of service, age 55 and 25 years of service, and age 60 and 12 years of service.

Contribution Rates

Employees do not contribute fo their post employment benefits costs until they become retirees and begin
receiving those benefits.

Fund Policy

Until 2007, the City recognized the cost of providing post-employment medical benefits (the City’s portion
of the retiree medical benefit premiums) as an expense when the benefit premiums were due and thus
financed the cost of the post-employment benefits on a pay-as-you-go basis. In 2007, The City’s portion of
health care funding cost for retired employees totaled $12,335,359.

Effective with the Fiscal Year beginning January 1, 2007, the City implemented Government Accounting
Standards Board Statement Number 45, Accounting and Financial Reporting by Employers for Post
employment Benefits Other than Pensions (GASB 43).

59 (Continued)



CITY OF NEW ORLEANS, LOUISIANA
Notes to Basic Financial Statements
December 31, 2007

Annual Reguired Contribution

The City’s Annual Required Contribution {(ARC) is an amount actuarially determined in accordance with
GASB 45. The Annual Required Contribution {ARC) is the sum of the Normal Cost plus the contribution to
amortize the Actuarial Accrued Liability (AAL). A level dollar, closed amortization period of 30 years (the
maximum amortization period allowed by GASB 43/45) has been used for the post-employment benefits.
The total ARC for the fiscal year beginning January 1, 2007 is $30,778,145, as set forth below:

Medical
Normal Cost $ 7,737,309
30-year UAL amortization amount 23,040,836
Annual required contribution (ARC) $ 30,778,145

Net Post-employment Benefit Obligation {Asset)

The table below shows the City’s Net Other Post-employment Benefit (OPEB) Obligation {Asset) for fiscal
year ending December 31, 2007:

Medical
Beginning Net OPEB Obligation (Asset) 1/1/2067 3 -
Annual required contribution 30,778,145
Current year retiree premium (12,335,359)
Ending Net OPEB Obligation (Asset) 12/31/2007 3 18,442,786

The foliowing table shows the City’s annual post employment benefits (PEB) cost, percentage of the cost
contributed, and the net unfunded post employment benefits (PEB) liability (asset):

Percentage of
Annual OPEB Annual Cost Net PEB
Fiscal Year Ended Cost Contributed Liability (Asset)
December 31, 2007 $30,778,145 40.08% $18,442,786

Funded Statas and Fuading Progress

In the fiscal year ending December 31, 2007, The City made no contributions to its post employment benefits
plan. The plan was not funded at all, has no assets, and hence has a funded ratio of zero. As of January 1,
2007, the first and most recent actuarial valuation, the Actuarial Accrued Liability (AAL) was $398,422,234,
which is defined as that portion, as determined by a particular actuarial cost method (the City uses the Unit
Credit Cost Method), of the actuarial present value of post employment plan benefits and expenses which is
not provided by normal cost. Since the plan was not finded in fiscal year 2007, the entire actuarial accrued
liability of $398,422,234 was unfunded.
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Actuarial Methods and Assumptions

Actuarial valvations involve estimates of the value of reported amounts and assumptions about the
probability of events far into the future. The actvarial valuation for post employment benefits includes
estimates and assumptions regarding (1) turnover rate; (2} retirement rate; (3) health care cost trend rate; (4)
mortality rate; (5) discount rate (investment return assumption); and (6) the period to which the costs apply
(past, current, or future years of service by employees). Actuarially determined amounts are subject to
continual revision as actual results are compared to past expectations and new estimates are made about the
future. The actuarial calculations are based on the types of benefits provided under the terms of the
substantive plan (the plan as understood by the City and its employee plan members) at the time of the
valuation and on the pattern of sharing costs between the City and its plan members to that point. The
projection of benefits for financial reporting purposes does not explicitly incorporate the potential effects of
legal or contractual funding limitations on the pattern of cost sharing between the City and plan members in
the future, Consistent with the long-term perspective of actuarial calculations, the actuarial methods and
assumptions used include techniques that are designed to reduce short-term volatility in actuarial liabilities
and the actuarial value of assets.

Actuarial Cost Method

The ARC is determined using the Unit Credit Cost Method. The employer portion of the cost for retiree
medical care in each future year is determined by projecting the current cost levels uging the healthcare cost
trend rate and discounting this projected amount to the valuation date using the other described pertinent
actuarial assumptions, including the investment return assumption (discount rate), mortality, and turnover.

Actuarial Value of Plan Assets

Since this is the first actuarial valuation, there are not any assets. It is anticipated that in future valuations a
smoothed market value consistent with Actuarial Standards Board ASOP 6, as provided in paragraph number
125 of GASB Statement 45.

Turnover Rate

The following age related tumnover scale was used:

Percent

Age Turnover
15-26 20.00%
26 -41 12.00%

Post employment Benefit Plan Eligibility Requirements

Retirement (DROP entry) eligibility is as foflows: in NOMERS, the earliest of 30 years of service at any age;
age 60 and 10 years of service; age 65 and 20 years of service; or, satisfaction of the "Rule of 80" (age plus
service equals or exceeds B0); in MPRS, the earlier of 25 years of service and age 50 and 20 years of service
(in MPRS, DROP entry requires age 55 and 12 years of service or 20 vears of service and eligibility to
retire); in NOFF, age 50 and 12 years of service. However, because of the "back-loaded" benefit formula in
the NOFF plan relative to years of service, the retirement assumption used for that plan was the earliest of
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age 50 and 30 years of service, age 55 and 25 years of service, and age 60 and 12 years of service.
Entitlement to benefits continues through Medicare to death.

Investment Return Assumption (Discount Rate)

GASB Statement 45 states that the investment return assumption should be the estimated long-term
investment yield on the investments that are expected to be used to finance the payment of benefits (that is,
for a plan which is funded). Based on the assumption that the ARC will not be funded, a 4% annual
investment return has been used in this valuation. This is a conservative estimate of the return on the
sponsoring employer’s general investments as provided is paragraph 121 of GASB Statement No. 45.

Health Care Cost Trend Rate

The expected rate of increase in medical cost is based on projections performed by the Office of the Actuary
at the Centers for Medicare & Medicaid Services as published in National Health Care Expenditures
Projections: 2003 1o 2013, Table 3: National Health Expenditures, Aggregate and per Capita Amounts,
Percent Distribution and Average Annual Percent Change by Source of Funds: Selected Calendar Years
1990-2013, released in January, 2004 by the Health Care Financing Administration (www.cms.hhs.gov).
"State and Local” rates for 2008 through 2013 from this report were used, with rates beyond 2013 graduated
down to an vitimate annual rate of 5.0% for 2016 and later.

Mortality Rate

The 1994 Group Annuity Reserving (94GAR) table, projected to 2002, based on a fixed blend of 50% of the
unloaded male mortality rates and 50% of the unloaded female mortality rates, is used. This is the mortalify
table which the IRS requires to be used in determining the value of accrued benefits in defined benefit
pension plans.

Method of Determining Value of Benefits

The "value of benefits” has been assumed to be the portion of the premium after retirement date expected to
be paid by the employer for each retiree and has been used as the basis for calculating the actuarial present
value of OPEB benefits to be paid. The employer rates provided are "unblended" rates for active and retired
as required by GASB 45 for valuation purposes.

In addition to providing pension benefits, the City provides postretirement healthcare benefits, as per City
ordinance, for certain retired employees. City employees who have completed 10 years of service and who
are eligible to receive pension benefits at the time they terminate employment with the City are eligible to
participate in the City’s healthcare plan as retirees, The cost of retirement hospitalization benefits is
recognized as an expense/expenditure on a pay-as-you-go basis.
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(9 Individaal Fund Disclosures
Deficit Fund Equity

At December 31, 2007, the FEMA had deficit fund balance in the amounts of approximately $17.4 miilion
resulting from accrued expenditures for which revenue has been deferred.

Interfund Receivables and Payables

Individual fund interfund receivables and payables at December 31, 2007 were as follows (amounts in

thousands):
Receivable Fund Payable Fund Amount

General Fund FEMA Fund b 13,871

UDG Fund 196

Nonmajor Funds 10,693

Nonmajor Funds Capital Fund 139
Nonmajor Fands 2,021

General Fund 63

UDG Fund General Fund 1,814

$ 28,797

Interfund balances resulted from the time lag between the dates (1) when interfund services are provided or
reimbursable expendifures occur and (2) payments between funds are made. For example, the General
Fund originally incurred expenditures that were ultimately recorded in the FEMA grant and reimbursed by
the federal government. The interfind balances between the General Fund and the HUD Grant Fund and
Nonmajor Funds result from timing differences in the payment for services and reimbursement from the

federal government.

Interfund Advances

Individual fund interfund advances at December 31, 2007 were as follows (amounts in thousands):

General
Nonmajor special revenue:
Sidewalk paving and repairing

Advances from

Advances to

_ other funds other funds

$ 252 —

o 2

Department of Safety and Permits — Demolition — 250
Total nonmajor special revenue — 252

$ 252 252

The interfund balances are not expected to be repaid within the year,

63
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Fund Transfers
Individuai fund transfers for the year ended December 31, 2007 were as follows (amounts in thousands):
Transfers-in Transfers-ont
General $ 12,700 (1,351)
Capital projects 79,906 —
Debt service (75,151)
Nonmajor governmental funds 1,350 {17,454)
Total $ 93,956 (93,956)

Transfers are used to (1) move revenues from the fund that statute or the budget requires to collect them to
the fund that the statute or budget requires to expend them, and (2) use unrestricted revenues collected in
the general fund to finance various programs accounted for in other funds. Amounts transferred to the
General Fund from the Rivergate Development Corporation Fund (included as a nonmajor governmental
fund) represent net rents and other cost reimbursements received related to the land-based casino. Amounts
transferred to the Federal UDAG Fund represents advances made from the Community Development
Block Grant (CDBQG) to pay debt service.

Charges to Component Units for Support Services

Charges for support services paid to the general fund during fiscal year 2007 by the Airport amounted fo
$1,443,000 primarily for overhead reimbursement and fire protection.

The City does not charge the Downtown Development District, French Market Corporation, the Municipal
Yacht Harbor Management Corporation, the Upper Pontalba Building Restoration Corporation, or Canal
Street Development Corporation for any support services provided to them. In addition, the City does not
charge rent to the Audubon Commission for the land which is owned by the City on which the golf course
operates. '

Fund Balance Reserves

Certain fund balance amounts in the following funds have been reserved to indicate a restriction for a
particular purpose or amounts that are not available for appropriation. Details of the components of
reserved fund balance at December 31, 2007 are as follows (amounts in thousands):

Governmental funds

Federal Deht Capital Other
General UDAG service  projects _governmental Total
Encumbrances § 16,526 23,458 — 57,159 1,946 96,089
Debt service - — 73267 — 73,267
Grantee loans — 1,729 — —_ — 1,729
Total $ 16526 25,187 73,267 57,159 1,946 174,085
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CITY OF NEW ORLEANS, LOUISIANA
Notes to Basic Financial Statements
December 31, 2007

Interest Income

Interest earned on investments held by the City’s capital projects fund, certain special revenue funds
(Sidewalk Paving and Repairing, Traffic Court Judicial Expense, Depariment of Safety and Permits —
Demolition, Vieux Catre’ Commission, and Municipal Court Judicial Expense) and certain agency funds
(Clearing and Deposif) is recorded as revenue of the General Fund. The amount of interest revenue
recorded by the General Fund on investments of the capital projects fund for the year ended December 31,
2007 was approximately $6.2 million.

Commitments and Contingencies
Operating Lease Agreemenis

The City has commitinents under several operating lease agreements for equipment and facilities. These
lease apgreements are primarily for copier and data processing equipment and for land and buildings. They
are cancelable by the City at any time. However, City management believes that such Jeases will generally
be renewed or replaced each year. Annual rent in 2007 for such operating lease agreements was
approximately $4.7 million.

Claims and Judgments

The City is a defendant in a number of claims and lawsuits alleging, among other things, personal injury,
police brutality, wrongful death, overcollection of property taxes, and improperly designed drainage
systems.

Seilf-Insurance

The City is self-insuted for its motor vehicle fleet, and general liability and police department excessive
force, workers” compensation, hospitalization, and wnemployment losses and claims.

The City’s claims are financed on a “pay-as-you-go” basis for its motor vehicle fleet, general liability and
police department excessive force losses. Preminms are charged by the General Fund to the City’s various
funds for the unemployment and worker’s compensation self-insurance programs and to employees and the
City’s various funds for the hospitalization self-insurance programs. Paid claims in excess of such
premiums, if any, are funded by the General Fund.

As of December 31, 2007, the City has determined, through an analysis of historical experience, the
adequacy of the liability necessary to cover all losses and claims, both incurred and reported and incurred
but not reported (IBNR), under its self-insurance programs. The City does not discount its claims
liabilities. The labilities of $337,150 for motor vekicle fleet, $172,610,722 for general liability and police
department excessive force losses, $49,173,000 for workers’ compensation, and $6,479,728 for
hospitalization and unemployment have been accrued in the government-wide financial statements in the
total amount of $228,600,599.
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CITY OF NEW ORLEANS, LOUISIANA
Notes to Basic Financial Statements
December 31, 2007

Changes to the City’s claims liability amounts in fiscal 2007 and 2006 are as follows (amounts in
thousands):

Benefit
Beginning of Claimsand  payments, Balance
fiscal year changesin  claims, and at fiscal  Short term

liability estimates  adjustments  year-end Portion

General liability and police

liability:

2006 5 216,158 12,547 (24,198) 204,507 3,414

2007 204,507 (28,482) (3,414) 172,611 7,000
Workers’ compensation:

2006 51,042 11,535 (13,296) 49,281 13,689

2007 49,281 13,581 (13,689) 49,173 13,689
Motor vehicle fleet:

2006 879 — (181) 698 418

2007 698 57 (4138) 337 337
Hospitalization and

unemployment:

2006 5,915 42,283 (43,189) 5,009 5,009

2007 5,009 52,257 (50,786) 6,480 6,480
Total:

2006 273,994 66,365 (80,364) 259,495 22,530

2007 259,495 37,413 {68,307} 228,601 27,506

Federal Financial Assistance Questioned Costs

The City receives federal financial assistance directly from federal agencies or passed through from other
government agencies. Audits of the City’s federal award programs periodically disclosed certain items or
transactions as questioned costs. The ultimate resolution or determination as to whether the costs will be
disatlowed under the affected grants will be made by the various funding sources and cannot be determined
at this time. The City believes disallowances, if any, will be immaterial to its financial position and
opetations.

Landfill Closing Costs

The City owns two closed landfill sites located in the eastern portion of the City (Recovery I Landfill and
Gentilly Landfill). State and federal laws require the City to cap the landfill and to monitor and maintain
the site for 30 subsequent years. The Gentilly Landfill, which was closed in 1995, was reopened in 2005
under an agreement with a third party vendor. The agreement requires the vendor to pay a 3% royalty fee
to the City and a fee equal to 50 cents per cubic yard of waste disposed at the site to be put in to trust to
fund the future landfill post closure costs until such time that this lability becomes fully funded, as
certified by the Louisiana Department of Environmental Quality (LDEQ). The City does not record this
liability on its’ books, as the third party vendor is contributing to the frust in accordance with the
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Notes to Basic Financial Statements
December 31, 2007

agreement. The Recovery I site was closed in June 2003 upon obtainment of the Closure Certificate from
LDEQ.

Through the time of closure, in the government-wide financial statements, the City recognized a portion of
the closure and postelosure care costs in each operating period although actual payouts will not occur unti}
this landfill is capped and closed, respectively. The amount recognized each year to date was based on the
Jandfills’ capacities used as of the balance sheet date. As of December 31, 2007, the City has estimated its
liability at $12,560,000.

These amounts are based on what it would cost to perform all closure and postclosure care beginning in
2007 for a 30 year period, adjusted for annual cost increases of 3%. Actual cost may be higher due to
inflation, changes in technology, or changes in regulations, and may need to be covered by charges from
future tax revenue. Current funding of these costs comes from the General Fund.

Prior Years’ Defeased Bonds

In prior years, the City entered into advance refunding transactions whereby it issued General Obligation
Refunding Bonds to effect early retirement of certain General Obligation Bonds. The net proceeds of these
refunding bonds were placed in irrevocable escrow accounts and invested in U.S. Treasury obligations that,
together with interest eammed thereon, will provide amounts sofficient for payment of all principal and
interest on the refunded bonds. Accordingly, the escrow accounts and the refundable bonds are no longer
included on the City’s basic financial statement of net assets. The outstanding balance of the refunded
bonds at December 31, 2007 is as follows {(amounts in thousands):

2006 Payments 2007
1998 Public Improvement Bond  § 32,890 (32,890) -
1999 Public Improvement Bond 27,005 (1,550) 25,455
5 59,895 (34,440) 25,453

Arbitrage

The City has issued tax-exempt bonds that are subject to arbitrage regulations of the Internal Revenue
Service, which impose restrictions on the use of proceeds from tax-exempt bonds. If certain of these
restrictions are not complied with, the bonds could Jose their tax-exempt status retroactive to the date of
original issuance and also result in the City being subject to arbitrage rebates. The City believes it is in
compliance with the arbitrage regulations with respect to all of its tax-exempt bond issues.
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Notes to Basic Financial Statements
December 31, 2007

Subsequent Events

The 2000 Taxable Pension Revenue Variable Rate Bans Bonds are auction rate securities under which the
variable interest rates are set throngh weekly auctions. As a result of issues that affected the financial
markets in the first quarter of 2008, auctions of auction rate securities could not be successfully completed.
While the City’s auction rate securities have no direct connection to the issues in the financial markets, the
weekly auctions of the 2000 Pension Revenue Bonds was adversely impacted, resulting in unsuccessful
auctions. The City’s variable rate interest rate were fixed at 6.95% through swap agreements. The
counterparty declared “market distuption” and exercised its put option. Under the terms of the swap
agreements, the interest calculation changed to 6.95% plus prime plus 1% less LIBOR. The change in
interest could result in substantially additional interest payments in 2008, The City is assessing its legal
options, if any, with the various parties to these agreements. The ultimate impact of market conditions on
the City’s inferest payments cannot be determined at this time.

Restatement

During 2007, the City identified several adjustments which impacted prior year financial statements. A
summary of the impact of these adjustmenits is as follows. The impact on fund balance was as follows:

Fund balance, as previous reported, December 31, 2006 $ 366,141
Prior period adjustments
FEMA Special Revenue Fund related to deferred revenue (931)
Capital Projects related to deferred revenue 3,957
Capital Projects related to interest income 1,700
4,726
Fund balance, as restated, December 31, 2006 £ 370,867

The impact on net assets was as follows:

Net assets, as previous reported, December 31, 2006 £ is51,162
Prior period adjustments
Unrecorded liabilities related to tax refunds, debt,

interest, and other expenses, net (41,463)

Unrecorded assets 20,857
(11,606}

Net assets, as restated, December 31, 2006 $ 139,556
T —
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CITY OF NEW ORLEANS, LOUISIANA

Schedule of Revenues, Expenditures, and Changes in Fund Balances
Budget (Non-GAAP Budgetary Basis) and Actual — General Fund

Y ear ended December 31, 2007
{Amounts in thousands)
Actual on Variance
Original Revised budgetary favorable
budget budget basis {unfavorable)
Revenues:
Taxes L 204,525 204,525 231,546 27,021
Licenses and permits 40,780 40,780 55,026 14,246
Interpovernmenial 9,147 16,998 27,584 10,586
Charges for services 39,235 39,235 35,080 (4,155)
Fines and forfeifs 9,830 9,830 11,766 1,936
Interest income 7,399 7,399 14,016 6,617
Contributions, gifts, and donations 4,068 4,068 558 (3,510)
Miscellaneous 6,068 6,068 13,386 7,318
Total revenues 321,052 328,903 388,962 60,059
Expenditures:
Current:
General government 158,405 176,920 159,209 17,711
Public safety 141,790 162,375 157,517 4,358
Public works 47,888 48,988 54917 (5,929
Health and human services 9,460 10,442 10,703 (261)
Culture and recreation 10,533 13,428 12,157 21
Debt service:
Principal retirement 23,860 23,860 23,860 —
Interest and fiscal charges 19,692 19,652 19,692 —
Total expenditures 411,628 455,705 438,055 17,650
(Deficiency) excess of
revenues over expenditures _{90,576) (126,802) (49,093) 77,709
Other financing sources (uses):
Operating transfers in 12,200 12,200 12,700 500
Proceeds from notes payable 71,145 71,149 21,345 (49,804)
Operating transfers out — — (1,351} {1,35D)
Approptiations from prior year
budgetary fund balance 7,227 43,453 37,023 (6,430)
Reduction in prior year’s
outstanding encumbrances — — {9,360) (9,360)
Other — i 9.479 9,479
Total other financing sources (uses) 90,576 126,802 60,836 {56,966)
{Deficiency) excess of revenues and
other financing sources over
expenditures and other
Hnancing uses 5 — — 20,743 20,743
Fund balances, beginning of year 95,109
Less appropriation from beginning
of year fund balance (37,023)
Fund balances — budgetary basis, end of year $ 78,829

See accompanying independent auditors' report.
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CITY OF NEW QRLEANS, LOUISIANA
Budget to GAAP Reconciliation
{Unaudited)

The Scheduie of Revenues, Expenditures, and Changes in Fund Balances — Budget and Actual presents
comparisons of the legally adopted original budget and final budget (non-GAAP basis) with actual data on
a budgetary basis. In the general fund, accounting principles applied for purposes of developing data on
the budgetary bagis differ from thosc used to present financial statements in conformity with GAAP.

A reconciliation of this basis and timing differences is presented below {amounts in thousands):

Excess {deficiency) of revenues and other financing sources over expenditures and

other financing uses (budgetary basis) $ 20,743
Adjustments:
To adjust revenues for aceruals and deferrals 2,286
Appropriation from beginning of year fund balance (27,663)
Other —
Net change in fund balance $ {4,634)

See accompanying independent auditors” report.
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CITY OF NEW ORLEANS, LOUISIANA
Notes to Required Supplementary Information
Year ended December 31, 2007
(Unaudited)

Required Supplementary Information includes budgetary comparisons for the General Fund and the
Schedules of Funding Progress.

(1) Budgetary Data
The procedures used by the City in establishing the general fund budgetary data are as follows:

@

Not later than November 1, the Mayor submits to the City Council a proposed operating budget for
the fiscal year commencing the following January 1. The operating budget includes proposed
expenditures and the means of financing them.

Public hearings are conducted, afier proper official public notification, to obtain taxpayer comments.
Not later than December 1, the budget is legally enacted through passage of an ordinance.

The City’s budget ordinance is structured such that revenues are budgeted by source, and
expenditures are budgeted by department and by principal object classification within a department.
The City’s charter provides that expenditures may not legally exceed appropriations either at a
departmental fevel or at the principal object classification within a department.

The Mayor’s office is allowed to authorize the transfer of budgeted amounts from one budget
activity to another within a principal object classification within the same department. Budgetary
transfers between principal object classifications of the same department or between departments
must be approved by the City Council. Throughout the year, several amendments to the budget were
made by the City Council. There were no supplemental appropriations necessary during the current -
year.

The City utilizes formal budgetary integration as 2 management control device during the year for
the general and capital projects funds. Formal budgetary integration is not employed for the debt
service and special revenue funds because effective budgetary control is alternatively achieved
through other provisions.

Unencumbered appropriations lapse at year-end. Current year transactions, which are directly related
to a prior year’s budget, are not rebudgeted in the current year.

Schedales of Funding Progress

The actuarial value of assets for the Qld System does not include contributions receivable of $41,700,000,
$55,168,000, and $70,109,000 for the years ended December 31, 2007, 2006, and 2005, respectively. For
actuarial purposes, contribution receivable is not deemed to be an asset of the fund. However, for the
purposes of the calculation of the prepaid pension asset, the contribution receivable is included in the
actuarial value of plan assets in accordance with U.S. generally accepted aceounting principles.

The Firefighters’ Pension and Relief Fund (New System) uses the aggregate actuarial cost method;
therefore, a schedule of funding progress is not required when this method is vsed in determining funding
requirements because this method does not separately identify an actuarial accrued liability.
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Independent Auditors’ Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements Performed in
Accordance with Government Auditing Standards

The Hanorable Mayor and Members
City Council of the City of New Orleans, Louisiana:

We have sudited the accompanying financial statements of the governmental activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining
fund information of the City of New Orleans, Louisiana (the City) as of and for the year ended
December 31, 2007, which collectively comprise the City's basic financial statements and have
issued our report thereon dated June 30, 2008, Qur report was modified to include a reference to
other auditors. Qur report included an explanatory paragraph discussing Hurricane Katrina and
the destruction it caused, which had a significant financial impact on the City in 2005, 2006, and
2007 and will have continuing effects in future years, 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. Other auditors audited the financial statements of the
New Orleans Tourism Marketing Corporation, the Orleans Parish Communication Distriet, the
Audubon Commission, the French Market Corporation, the Upper Pontalba Building Restoration
Corporation, the Canal Street Development Corporation, the Firefighters' Pension and Relief
Fund of the City of New Orleans {(old and new systems), the Police Pension Fund of the City of
New Orleans, the Employees' Retirement System of the City of New Orleans, and the Board of
Liquidation, City Debt, as described in our report on City's financial statements. This report does
not include the results of the other auditors testing of internal contro] over financial reporting or
compliance and other matters that are reported on separately by those anditors.

Internal Control over Financial Reporting

In planning and performing our audit, we considered the City's intemnal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing an
opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the City's internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the City's internal control over financial reporting,

Qur consideration of internal control over financial reporting was for the limited purpose
described in the preceding paragraph and would not necessarily identify all deficiencies in
internal control that might be significant deficiencies or material weaknesses. However, as
discussed below, we identified certain deficiencies in internal control over financial reporting that
we consider to be significant deficiencies.

A control deficiency 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

30th Floor - Energy Centre  » 1100 Poydras Street - = New Orleans, LA 70163-3000 -+ Tel: 504.569.2978
2324 Severn Avenue  «  Metairie, LA 70001+ Tel: 504.837.5990 -+  Fax: 504.834.3609
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misstatements on a timely basis. A significant deficiency is a control deficiency, or combination
of control deficiencies, that adversely affects the entity's ability to initiate, authorize, record,
process, or report financial data reliably in accordance with generally accepted accounting
principles such that there is more than a remote likelihood that a misstaternent of the entity's
financial statements that is more than inconseguential will not be prevented or detected by the
entity's internal control over financial reporting. We consider the deficiencies described in the
accompanying schedule of findings and responses en 2007-1 through 2007-8 ta be significant
deficiencies in internal control over financial reporting.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the entity's internal control.

Our consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in the internal control that might be significant deficiencies and, accordingly, would not
necessarily disclose all significant deficiencies that are also considered to be material weaknesses.
However, of the significant deficiencies noted above, we believe that items 2007-1 through
2007-7 ate material weaknesses.

Compliance and Other Matiers

As part of obtaining reasonable assurance about whether the City's financial statsments are free of
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 one instance of
noncornpliance that is required to be reported under Governmert duditing Stundards and which is
described in the accompanying schedule of findings and questioned costs as item 2007-9.

We noted certain matters that we reported to management of the City in a separate letter dated
June 30, 2008.

The City's responses to the findings identified in our audit are described in the accompanying
schedule of findings and responses. We did not audit the City's responses and accordingly, we
express no opinien on them. ‘

This report is intended solely for the information and use of the Mayor, members of City Council,
management, and federal awarding agencies and pass-through entities, and is not intended to be
and should not be used by anyone other than these specified parties.

218w + Tyl

Metairie, Louisiana
June 30, 2008



CITY OF NEW ORLEANS, LOUISIANA

Schedule of Findings and Questioned

Year ended December 31, 2007

Summary of Auditor’s Results

Financial Statements

Type of auditors” report issued: Ungualified

¢ Material weakness(es) identified?

*  Significant deficiencies identified that are

not considered to be material weaknesses

Material noncompliance to financial statements?

Costs

X Yes
X Yes

X Yes

No

No



CITY OF NEW ORLEANS, LOUISIANA
Schedule of Findings and Questionad Costs

Year ended December 31, 2007

Basic Financial Statements, Findings, and Responses

2007-1 Accounting and Financial Reporting

Criteria: The City should have systems of internal accounting control which
ensures the basic financial statements arc presented in accordance
with U.S. generally accepted accounting principles on a timely basis.

Condition: The City does not have adequate policies, procedures, and related
internal controls to prepare accurate and complete financial
statements on a timely basis.

Context: During our audit, we noted the following conditions:

» The City did not have an adequate management review of the
financial statements. Certain errors were noted in the fimd
financial statements that were not detected by the City.

s The City does not prepare timely reconciliations for accounts
including cash, accounts receivable, sales tax receivable, and
capital assets, and liabilities.

e To properly present the financial statements, the City recorded
numerous adjustments.

» The City did not properly record property tax receivable and
deferred revenue in the governmental fund financial statements.

s The City prepares its governmental fund and agency fund
financial statements, but does not have policies, procedure, and
resources in place to accurately convert these financial
statements to full accrual.

Canse: The City does not have an appropriate infrastructure to prepare
accurate and complete financial statements in a timely manner in
accordance with U.S. generally accepted accounting principles.
Significant resources were required during 2007 to complete and file
the 2006 and 2005 financial statements. The City also implemented
a new software system for its accounting. The fiscal years 2007,
2006, and 2005 financial reporting process was impacted by
Hurricane Katrina (the storm) and the layoffs of certain finance
employees.

Effect: The City recorded material adjustments to ensure the financial
statemenis were presented in accordance with U.S. generally
accepted accounting principles.



CITY OF NEW ORLEANS, LOUISIANA

Schedule of Findings and Questioned Costs

Year ended December 31, 2007

2007-1 Acconnting and Financial Reporting (continued)

Recommendation: The City should evaluate its accounting and financial reporting
function. Specifically, the City should consider the following:

s Epsure adequate resources (both number and skill sef) are
dedicated to the accounting and financial reporting function.

» Develop and implement policies, procedures, and related
controls over the preparation of the financial statements,
in¢luding those presented under full accrual.

s  Agsipn responsible persons for preparing and reviewing the
financial statements. Address the specific accounting matters
discussed in this schedule of findings and responses.

e Address the specific accounting matters discussed in the
schedule of findings and questioned costs.

* Develop policies and procedure to ensure journal entries are
approved by someone other than the preparer.

e Bring accounting up-to-date including timely reconciliations to
enable the timely preparation of financial statements.

Views of Responsible
Officials and Planned

Corrective Action
Plan:

Contact Person:

In order to ensure adequate resovrces are dedicated to the accounting
and financial reporting function the Finance Department filled all
general ledger accounting vacancies in June 2008. Additionally, the
Chief Administrative Officer has agreed to adding three additional
accounting posittons. Protocols have been established to review all
transactions; including a listing of specific tasks, responsible staff
and deadlines for preparation of annval and interim financial
staterments. We have contracted with an accounting firm to provide
staff support and expertise on reconciliations and capital assets. An
increased salary structure for the accountant series has been
approved by the City Council’s Budget Committee and the Civil
Service Commission which will enhance recruiting and retention of
staff. Throughout 2007, the City’s accounting staff was continuously
working on prior audits of 2005 and 2006. Currently temporary staff
is supplementing accounting staff to complete bank reconciliations
and in the preparation of monthly financial statements within 60
days. The Finance Department will develop a comprehensive
written financial close plan for the December 31, 2008 financial
statements.

Reginald Zeno, Director of Finance



CITY OF NEW ORLEANS, LOUISIANA

Schedule of Findings and Questioned Costs

Year ended December 31, 2007

2007-2 Capiial Assets

Criteria:

Condition:

Context:

Cause:

Effect:

Recommendation:

The City has a significant amount of capital assets, including
construction-in-progress (CIP) and infrastructure. The City should
have systems of internal accounting control, which provide for
proper accounting and financial reporting for capital assets. GASB
Statement No. 34, Basic Financial Statements - and Management's
Discussion and Analysis ~ for Slate and Local Governments (GASB
No. 34), provides guidance on recording and reporting capital assets.

The City did not have adequate policies, procedures, and internal
controls in place to ensure capital assets were fairly stated in its
financial statements on a timely basis.

During test work, we noted the following weaknesses in the internal
control structure over the capital asset accounting function:

e The City does not perform a timely review of projects in CIP;
therefore, projects are not closed out timely and transferred to a
depreciable asset.

» The City identified additional projects in CIP that should have
been closed to property in prior years.

e Cerfain CIP balances represented repair, maintenance, or other
noncapitalizable projects that had to be expensed.

» The City did not have an adequate management review of the
capital asset listings and rollforward.

o Certain assets selected for observation could not be located.

e Detailed property records were not updated timely.

The City has not performed procedures to ensure capital assets are
properly and timely recorded in the financial statements.

Material adjustments were posted by the City to the capital asset
balances.

The City should develop and implement policies and procedures, and
related internal controls to ensure capital assets are fairly stated and
properly reported in the financial statements. These City controls
should include maintaining accurate and complete capital asset
listings and appropriate reviews of depreciable assets and CIP
balances to ensure proper accounting and financial reporting. The
City should also strengthen its reconciliation of its capital asset
listing and implement a formal review procedure of the capital asset
rollforward and projects within the CIP account.




CITY OF NEW ORLEANS, LOUISIANA

Schedule of Findings and Questioned Costs

Year ended December 31, 2007

2007-2 Capital Assets (continued)

Views of Responsible
Officials and Planned

Corrective Action
Plan:

Contact Person:

Capital projects are managed by the CAO’s Capital Project Office
and the Department of Public Works, In order to assist the Capital
Projects Office and the Public Works Department, the City has
contracted a firm, in March 2008, to handle capital asset accounting
and reporting. The Finance Department will establish quarterly
meetings with Capital Projects and Public Works to ensure they
provide timely completion of financial data.

Repinald Zeno, Director of Finance

2007-3 Accounts Payable

Criteria:

Condition:

Context:

Cause:

Effect:

Recommendation:

The City should have systems of internal accounting conitrol, which
provide for proper preparation of the financial statements.

The City did not have adequate process and controls in place to
ensure expenditures were reported in the proper period.

We noted varecorded imvoices in the FEMA and Department of
Housing and Urban Development (HUD) funds. '

The City’s procedures for recording accounts payable do not include
sufficient review of subsequent disbursement to determine that all
accounts payable have been recorded.

The City recorded material adjustments to properly reflect accounts
payable in accordance with U.S. generally accepted accounting
principles.

The City should implement procedures and cosmtrols to ensure
accounts payable is properly reported at year-end. Specifically, the
City should evaluate the configuration of its accounting system to
ensure expendifures are reported in the proper period.



CITY OF NEW ORLEANS, LOUISIANA
Schedule of Findings and Questioned Costs

Year ended December 31, 2007

2007-3 Accounts Payable (continued)

Views of Responsible

Officials and Plarned

Corrective Action

Plan: In order to ensure invoices are paid and expenditures are recorded in
the proper period the Finamce Department sent out several
communications to all departments relative to submission of invoices
on a timely basis before year end close. As a result, the 2007 books
were closed timely, The Finance Departiment will continue to
communicate with departments concerning outstanding invoices in
order to timely close the accounting records. The Capital Projects
Office will provide timely information concerning FEMA
construction projects and outstanding invoices. Additionally, the
City has contracted an accounting firm in March 2008 to handle
FEMA accounting and reporting.

Contact Person:  Reginald Zeno, Director of Finance

2007-4 Cash

Criteria: The City should have sysiems of internal accounting control, which
provide for proper preparation of the financial statements, P&N
noted cash journal entries that did not show evidence of review and
approval by someone other than the preparer.

Condition: The City did not perform cash reconciliations on a timely basis 1o
ensure cash was properly presented in the financial statements at
year-end.

Context: The City operated from 2005 through 2007 without timely bank

reconciliations to identify corrections to the financial statements that
were required. :

Cause: After the storm, the City's cash reconciliation was put on hold. The
City was not able to reconcile the December 31, 2007 bank accounts
until June 2008. Journal entries were required to bring the
reconciliation amounts into balance with amounts recorded.

Effect: The City recorded material adjustments to properly reflect present
outstanding checks and deposits-in-transit in accordance with U.S.
generally accepted accounting principles.




CITY OF NEW ORLEANS, LOUISIANA
Schedule of Findings and Questioned Costs

Year ended December 31, 2007

2007-4 Cash (continued)

Recommendation: The City should perform and review reconciliations on a timely basis
to track outstanding checks, present outstanding checks as a
reduction of cash af year-end and properly present deposits-in-transit.
In addition, the City should ensure the cash reconciliation is
completed each month and is properly reviewed.

Views of Responsible

Officials and Planned

Corrective Action

Plan: Throughout 2007, the City’s accounting staff was contimuously
working on prior audits of 2005 and 2006. In order to ensure
adequate resources are dedicated to performing monthly cash
reconciliations the Finance Department filled all peneral ledger
accounting vacancies.  Additionally, the Chief Administrative
Officer has agreed to adding three additional accounting positions.
Currently temporary staff is supplementing accounting staff to
complete bank reconciliations and prepare monthly financial
statements in accordance with the monthly close out schedule.
Additionally, Finance staff will direct all departments to ensure
timely recordation of cash receipts by the departments. The City will
implement procedures to ensure that bank reconciliations are
completed within 60 days subsequent to month end by not later than
October 31, 2008,

Contact Person: Reginald Zeno, Director of Finance

2007-5 HUD and UDAG Grantee Loans

Criteria; Housing & Economic Development is charged with managing the
City's loans issued from United States Departinent of Housing and
Urban Development (HUD) grants under Section 108 and Urban
Development Action Grant (UDAG). The City should have internal
controls in place to ensure the loans are properly recorded in its
financial statements.

Condition: The City does not have adequate policies, procedures, and internal
centrol over HUD loans to ensure they are properly presented in the
financial statements in accordance with U.S. generally accepted
accounting principles.
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Schedule of Findings and Questioned Costs

Year ended December 31, 2007

2007-5 HUD and UDAG Grantee Loans (continued)

Context: The City's loans receivable required an adjustment after year end to
reflect payments received during the year.

Cause: Economic Development had a complete turnover of staff after the
storm. As a result, the City did not maintain complete files on each
of the loans.

Effect: The City recorded adjustments to properly reflect cash collections on

. certain loans.

Recommendation: The City should implement procedures and controls to ensure timely
recording of cash receipts to loan balances in the funds.

Views of Responsible

Officials and Planned

Corrective Action

Plan: The Office of Recovery and Development office has identified a
staff person to oversee HUD and UDAG Grantee Loans. The
Finance Department will work closely with this individual to ensure
the proper recordation of payments and submission of monthly
reports to the Finance Department.

Contact Person:  Reginald Zeno, Director of Finance

2007-6 Reporfing Litigation and Claims

Criteria: The City should have systems of internal accounting control, which
provides for proper preparation of the financial statements.

Condition: The City does not have adeqguate controls in place to ensure litigation
and claims are properly recorded or disclosed in the financial
statements.

Context: The City Attorney's Office provides a detail excel listing of its

litigation and claims to support the City's accrual and disclosure,
During our audit, we noted this excel listing needed material

adjustments after our review of 25 cases with the City Attorney’s
Office.

-10 -



CITY OF NEW ORLEANS, LOUISIANA
Schedule of Findings and Questioned Costs

Year ended December 31, 2007

2007-6 Reporiing Litigation and Claims (continued)

Cause:

Effect:

Recommendation:

Views of Respons

The City Attorney's Office did not update the litigation claims list on
a timely basis to properly record or disclose litigation and claims.
Although the case file was updated immediately, the case listing
which is monitored by the data base manager is not on a real time
basis.

The City recorded adjustments to properly accrue the Litigation and
claims Hability in accordance with U.S. generally accepted
accounting principles.

The City should implement procedures for the timely preparation and
review of the litipation and claims records.

ible

Officials and Planned

Corrective Action
Plan;

Contact Person:

The City Attorney’s Office will review the listing of litigation and
claims and make the proper adjustment to the data base listing on a
timely basis. The City is encouraged to allocate funds to the City
Attorney’s office to acquire litigation software that will allow for
real-time updates and/or will allow material changes such as
settlements, motion practice, dispositions of other defendants, etc.

Penya Moses Fields, City Attorney

2007-7 Information Technology

Criteria:

Condition:

General controls are policies and procedures that relate to many
applications and support the effective funciioning of application
controls by helping to ensure the continued proper operation of
information systems. General controls cominonly include controls
over data center and network operations; system software acquisition
and 1maintenance; access security; and application system
acquisition, development, and maintenance.

We noted conditions that indicated weaknesses m the City's
information technology general controls relating to access.

-11 -



CITY OF NEW ORLEANS, LOUISIANA

Schedule of Findings and Questioned Cosis

Year ended December 31, 2007

2007-7 Information Technology (continued)

Context:

Cause:

Effect:

Recommendation:

We noted the following conditions during our audit:

Administrator privileges are not appropriately controlled.
Periodic user reviews are not performed for critical access.

User access is not terminated in a timely manner.

Access to Great Plains and AFIN is not appropriately restricted.
In addition, there is no evidence to support authorization of
access to Great Plains, AFIN, and the network.

»  User access is not reviewed on a periodic basis.

The City has not developed adequate policies, procedures, and
related controls for Information Technology (IT) general controls. In
addition, the IT department was impacted by the storm.

Failure to ensure adequate general controls are in place and operating
effectively cculd impac:.t proper operation of, and appropriate access
to, information systems.

The City should develop and implement standard general IT control
policies, procedures, and internal controls and ensure evidence is
available to support those controls.

Views of Responsible
Officials and Planned

Corrective Action
Plan:

Contact Person:

The Mayor's Office of Technology will review the recommendation
as a result of the 2007 audit regarding the system access to
implement the access controls on the following applications: AFIN,
Buy Speed, and Great Plains immediately,

Anthony Jones, Chief Technology Officer

2007-8 Credit Card Payments

Criteria:

The City should have systems of internal accounting control which
requires proper supporting documentation and business purpose for
payment of credit card statements.

=12 -



CITY OF NEW ORLEANS, LOUISIANA

Schedule of Findings and Questioned Costs

Year ended December 31, 2007 '

2007-8 Credit Card Payments (confinued)

Condition:

Context:

Cause:

Effect:

Recommendation:

While certain policies are in place, the City does not have adequate
processes and controls to ensure that supporting documentation is
obtained and a business purpose is documented and verified for
payments made with credit cards.

During our testing of credit card payments, we noted that of $49,728
in 2007 credit card expenses tested, $33,157 did not have a
documented business purpose for the expenses and $36,952 did not
have supporting documentation, including receipts or invoices, for
the expenses.

The City does not have adequate procedures and related internal
controls in place to ensure supporting documentation and
documented business purpose before monthly credit card statements
are paid.

Failure to ensure adequate conirols are in place and operating
effectively could result in improper credit card use.

The City should develop and implement standard policies,
procedures, and infernal conotrols to ensure documentation is
available to support credit card purchases before payments are made.

Views of Responsible
Officials and Planned

Corrective Action
Plan:

Contact Person:

In order to ensure employees comply with the established policy, the
City has expanded the credit card policies and controls to include the
suspension or revocation of credit card privileges for failing to
properly document each charge meurred. Employees must perform a
review of charpes listed on the statement and attach a
receipt/docuineniation for each charge incurred. Documentation
must include the business expense and a listing of participants, if
applicable. The documentation must be submitied within 15 days of
receipt of the statement; if the documentation is not submitted, cards
will be immediately suspended. The documentation will be
revicwed by the CAO for final approval; if the documentation is not
acceptable, the CAQ bas the discretion to suspend usage and/or
require reimbursement of any charges incurred.

Dr. Brenda Hatfield, Chief Administrative Officer

-13-




CITY OF NEW ORLEANS, LOUISIANA

Scheduls of Findings and Questioned Costs

Year ended December 31, 2007

2007-% Energy Savings Contracts -

Criteria:

Condition:

Context:

The City should foilow public bid law for the purchase of all
movable equipment pursuant to La, R.S. 9:3304 and should obtain
approval from the Lovisiana Bond Commission before issuing debt,
including entering into any arrangements to lease equipment under a
capital lease. :

¥Yrom 2000 through 2002, the City did not bid the purchase of

movable equipment, nor did the Cityobtain prior approval from the
" Louisiana Bond Commission for the issuance of debt in violation of

Louisiana statute. The condition has been noted in prior audis.

Between October 15, 2000 and February 12, 2002, the City entered
into 3 leases with Johnson Controls to purchase movable equipment
under separate lease agreements for a period of 20 years, whereby
the vendor promised guaranteed savings, both stipulated and
calculated, in excess of the lease payments. The equipment leased
included HVAC equipment and traffic signals. In addition, the City
entered into a separate maintenance agreement related to 36
buildings owned by the City. The net present value of the leased
equipment for each equipment lease was $9,625,477, $17,919,666
and $6,313,756, respectively. Total lease paymenis over the life of
the 3 leases amounted to 364,853,594, including $957,805 in
capitalized interest for the period ending February 15, 2022, The
maintenance agreement originally required anmual payments of
$650,000. On December 22, 2003 the City amended the contract
with the vendor to eliminate the guaranteed savings requirement on
the vendor in consideration of reducing the payments under the
maintenance contract to $115,627 to cover the 9 buildings that ~
remnained in service following Hurricane Katrina. Because the
guaranteed savings amount in the original contract promised by the
vendor in the contract was expected to exceed the lease payments,
the City neither bid the contract for the purchase of movable
equipment, nor obtained approval from the Louisiana Bond
Commission for the issuance of the new debt under the capital lease
arrangement. Recent legal cases have questioned the legality of this
type of guaranteed energy savings confracts. KPMG, the
predecessor auditor recommended the City review the coniract to
determine whether savings had been achieved in their 2006
Management Letter issued to the Mayor and the City Council on
December 14, 2007.

-14 -



CITY OF NEW ORLEANS, LOUISIANA
Schedule of Findings and Questioned Costs

Year ended December 31, 2007

2{07-9 Energy Savings Contracts {continued)

Effect: The City may not in compliance with Louisiana statutes
regarding the purchase of movable equipment and the issuance
of new debt under either of the original or amended contracts.

Recommendation:  The City Attorney’s Office should review the contracts to

determine their legal status and appropriate claims against the
vendor, if any.

-15-
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Schedule of Prior Year Findings and Questioned Costs

Year ended December 31, 2007

06-01 Acconnting and Financial Reporting

Recommendation:

Current Status:

66-02 Capital Assets

Recommendation:

Current Status:

The City should evaluate its accounting and financial reporting function.
Specifically, the City should consider the following:

. Ensure adequate resources (both number and skill set) are
dedicated to the accounting and financial reporting function.
. Develop and implement policies, procedures, and related controls

over the preparation of the financial statements, including those
presented under full accrual.

. Address the specific accounting matters discussed in the schedule
~ of findings and responses.
° Assign responsible persons for preparing and reviewing the

financial statements. Address the specific accounting matters
discussed in this schedule of findings and responses.

o Develop policies and procedure to ensure journal enfries are
approved by someone other than the preparer.

® Bring accounting up-to-date including timely reconciliations to
enable the timely preparation of financial statements.

Not resolved. See repeat finding 2007-1.

The City should develop and implement policies and procedures, and
related internal controls to ensure capital assets are fairly stated and
properly reported in the financial statements. These City controls should
include maintaining accurate and complete capital asset listings and
appropriate reviews of depreciable assets and CIP balances to ensure
proper accounting and financial reporting. The City should also
strengthen its reconciliation of its capital asset listing and implement a
formal review procedure of the capital asset rollforward and projects
within the CIP account. Due to lack of controls and numerous correcting
entries required, the City should consider physical inventory procedures
as well.

Not resolved. See repeat finding 2007-2.
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Schedule of Prior Year Findings and Questioned Costs

Year ended December 31, 2007

06-03 Accounts Pavable

Recommendation:

Current Status:

06-04 Cash

Recommendation:

Current Status:

The City should implement procedurss and controls to ensure accounts
payable is properly reported at year-end. Specifically, the City should
evaluaie the configuration of its accounting system to ensure
expenditures are reported in the proper period.

Not resolved. See repeat finding 2007-3.

The City should implement policies, procedures, and controls to track
outstanding checks, present outstanding checks as a reduction of cash at
year-end, and properly present deposits-in-transit, In addition, the City
should ensure the cash reconciliation is completed each month and is
properly reviewed.

Not resolved. Sse repeat finding 2007-4.

06-05 HUD and UDAG Grantee Loans

Recommendation:

Current Status:

The City should implement policies, procedures, and internal controls
and evaluate the staff of the Economic Development to ensure HUD
loans are properly supported and recorded in the City's financial
statements. The City should ensure its loan files are complete and contain
adequate information to manage the loan and pursue collection. These
files should contain data as to the collectibility of each loan.

Not resolved. See repeat finding 2007-5.

06-06 Reporting Litigation and Claims

Recommendation:

The City should implement policies, procedures, and related internal
controls to ensure the litigation and claims Hability are properly
presented. Specifically the Finance Department should work with the
City Attorney's Office to obtain an evaluation of each case in accordance
with the criteria established in Statement of Financial Accounting
Standards Board Statement No. 5, Accounting for Contingencies, which’
includes a probability assessment and estimate of loss, if applicable.
These results should be used to record the accrual and disclosure of the

"~ City's litigation and claims.
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Schedule of Prior Year Findings and Questioned Costs

Year ended December 31, 2007

06-06 Reporting Litigation and Claims (continued)

Current Status:

Not resolved. See repeat finding 2007-6.

06-07 Information Technology

Recommendation:

Current Status:

The City should develop and implement standard general IT control
policies, procedures, and internal controls and ensure evidence is
available to support those controls. '

Not resolved. Seé repeat finding 2007-7.

06-08 Legislative Auditor Deadline

Recommendation:

Current Status:

The City should evalnate its accounting and financisal reporting policies,
procedures, controls, and resources to ensure its financial statements are
submitted to the Legislative Auditor in accordance with the requirements
of the state statute.

Resolved,

06-09 Violation of Laws and Regulations

Recommendation:

Current Status:

The City should evaluate iis current policies and procedures in place over
the bid law process and implement more aggressive controls to deter and
detect preferential contracts being awarded to preferred vendors.

Resolved.
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Tune 30, 2008

The Honorable Mayor and Members
City Council of the City of New Orleans, Louisiana:

We have audited the financial statements of the governmental activities, the aggregate discretely
presented component units, each major fund, and the aggregate remaining fund information of the
City of New Orleans, Louisiana (the City) as of and for the year ended December 31, 2007, which
collectively comprise the City's basic financial statements and have issued our report thereon
dated June 30, 2008. Our report was modified to include a reference to other auditors. Our report
included an explanatory paragraph discussing Hurricane Katrina and the destruction it caused,
which had a significant financial impact en the City in 2005 and will have continuing effects in
future years. In planning and performing our audit of the financial statements of the City, we
considered internal control as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements but not for the purpose of expressing an
opinion on the effectiveness of the City's internal control. Accordingly, we do not express an
opinion on the effectiveness of the City's internal control.

During our audit we noted certain matters involving internal control and other operational matters
that are presented for your consideration. These comments and recommendations, all of which

. bave been discussed with the appropriaie members of management, are intended to improve
internal control or result in other operating efficiencies and are summarized as follows:

Current Year Findings:
Escheatment of Unnegotiated Ilems

Ohbservation
The City’s policy and procedures do not provide for routine review of items for escheatment to
the State. We noted a number of items which should be reviewed for escheatment.

Recammendation
The City should implement processes and procedures so that outstanding un-negotiated checks
are escheated to the State on a timely basis.

Management's Response
The City wilt implement processes and procedure to escheat un-negotiated checks timely.

Urrecorded Property Tax Refund Liability
Observation

The City did not record a liability for unpaid property tax refunds in the amount of $12.7 million
at December 31, 2007.

30th Floor - Energy Centre * 1100 Poydras Street -+ New Orleans, LA 70163-3000 +  Tel: 504.568.2978
2324 Severn Avenue < Metairie, LA70001  +  Tel: 504.837.5990 +  Fax: 504.834.3609
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Recommendation :
The City should implement procedures to ensure that fax refund liabilities are recorded timely. In
addition, any vnclaimed property tax refunds should be escheated to the State.

Muragement's Response
The City will implement procedures to ensure that tax refund liabilities are recorded timely. In
addition, any unclaimed property tax refunds will be escheated to the State.

Bid Documentation

Observation
The City was unable to provide supporting bid documentation for a sample of CIP additions
selected for testing,

Recommendation

The City should implement procedures so that the CIP detailed schedules will be prepared and
submitted to us timely to ensure that the City will be able to timely provide the supporting bid
documentation.

Management 's Response
The City will implement procedures so that the CIP detailed schedules are prepared and
submitted timely.

Security of Deposits

Observation
During testing, we noted, the City did not maintain written documentation of notification to the
bank when deposits were not fully secured as requirad by state law.

Recommendation

We recommend the City implement procedures for documenting bank notification if deposits are
not fully secured.

Management's Response

The City will implement procedures for documenting bank notification if deposits are not fully
secured.
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Prior Year Findings Still Applicable:
Accounting and Financial Reporting Backup

Observation

The City is a large, complex, governmental entity that disaggregates accounting and financial
reparting responsibilities between various groups including the Department of Finance, other
Departments/Agencies, Treasury, and the Board of Liquidation, City Debt (Board). We noted
deficiencies in its accouniing and financial reporting processes, including material weaknesses
and reportable conditions. As noted in these comments, we noted improvements need to be made,
including addressing current year internal control weaknesses, and clearly defining financial
management roles and responsibilities. During our audit, we noted the City lacks backup for key
accounting positions. In addition, the City has not provided adequate cross training of employees.
These facts, which are due in large part to the layoffs made as a result of the impact of Hurricane
Katrina, have made the City's accounting and financial reporting processes iefficient and time
consuming. In addition, these factors have made the audit process more demanding and time
consuming,

Recommendation

The City should evaluate its accounting and financial reporting staff and ensure adequate backup
and cross-fraining is in place. Such cross-training should focus on additional personnel in the
financial statement reporting process. '

Management's Response
Unresolved

Finaneial Statement Analytical Review

Observation

The City does not perform an analytical review of financial information. During the audit, we
noted it was difficult for the City to explain variances between years in its fund leve] financial
statements. An analytic review process is helpful in detecting errors or matters requiring follow-
up.

Recommendation

As part of the closing process, the City should perform an analytical review of the financial
statements.

Management's Response
Resolved
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Capital Assets

Observation

The City did not implement policies, procedures, and internal controls to ensure capital assets
were fairly stated in its financial statements. We noted, the records contained general asset
descriptions and lacked locations, which made it time consuming to identify the location of
certain assets. As, a result certain equipment items could not be identified during our observation
testing. In addition, the detailed capital assets listing were not reconciled in a timely manner.

Recommendation

The City should require more employees to be trained on the various modules of Great Plains,
including fixed assets, to ensure the knowledge of its functionality. The City should consider an
inventory of its capital assets to enhance the information input to Great Plains, including
descriptions and locations. In addition, the City should ensure more than a few employees are
familiar with the capital asset records,

Management's Response
Unresolved

Cash Reconciliation Process

Observation

The City had not reconciled its bank statements to the general ledger for the year ending
December 31, 2007 until June 2008, resulting in significant adjustments. The City identified
multiple adjustments to the reconciliation even after presenting the finalized reconciliation to the
auditors. There also were many checks listed as outstanding as of December 31, 2007 that still
had not been cleared by the bank as of June 2008,

Recommendation

The City should implement policies and procedures relating to the reconciliation of cash and
provide the finance department with the necessary tools, Including increased staffing to
implement these policies and procedures on an ongoing basis. All cash accounts should be
reconciled as a month-end closing process. The outstanding checks should be reviewed and
adjustments made to return them to cash if appropriate.

Management's Response
Unresolved

Accounts Receivable and Revenue Recognition

Observation
The City records accounts receivable for property, sales, and franchise tax as well as other billed
and miscellancous accounts. During our andit, we noted the following matters:

*  The City did riot properly accrue sales taxes. Specifically certain 2008 taxes were inclhided
in the accrual.
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. The City did not properly evaluate revenue recognition in the fund level financial
statements. The City's policy considers amounts collected within 60 days after year-end,
excluding grant moneys for which the period is one year after year-end, to be available and
recoguizes them as revenues of the current period.

Recommendation
The City should evaluate receivables at year-end to ensure proper revenue recognition.

Management's Response
Resolved

Accounts Payable and Annual Closing Process

Observation
There were significant misstaternents in accounts payable at year end for the FEMA, HUD, and
Capital Proiects funds.

Recommendation

The City should have a written and formal policy for the year-end financial closing process and
should be strictly followed to prevent misstatement of account balances related to a specific year.
The City should also implement cutoff procedures as a part of its annual closing process to ensure
that accounts payable and encumbrances are recorded in the proper period.

Management's Response
Unresolved

Board of Lignidation

Observation

The Board of is included as the City's Debt Service fund, and is responsible for all matters
relating to the bonded debt of the City. The Board prepares its financial statements on a modified
cash basis. The City's financial statements are presenied on both a modified accrual and full
accrual basis. Thercfore, the Board’s financial statements must be converted for presentation in
the City's financial statements. The City does not have a process in place to obtain necessary
conversion information from the Board, including investment fair value, property tax receivable,
deferred loss on refunding, and accrued interest, as applicable.

Recommendation

The City should develop a process to obtain necessary information from the Board to ensure
financial statements are presented on a modified accrual basis for presentation in the
governmental funds and accrual basis for the government-wide financial statements. The City
should also ensure it receives applicable information to record and disclose refunding transactions
in accordance with GASB Statement No. 23, Accounting and Financial Reporting for Refunding
of Debt Reported by Proprietary Activities.
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Marnagement's Response
Resolved

Component Units

Observation

The City has not maintained appropriate documentation to evidence it's evaluation of component
units in accordance with GASB Statement No. 14, The Financial Reporting Entify, and GASB
Statement No. 39, Determining nether Certain Organizations Are Component Units - an
amendment of GASE Siatement 14.

Recommendation
The City should prepare and maintain adequate documentation, including by-laws, articles of
incorporation and other documents, supporting the component unit evaluation and conclusions.

Management’s Response
Resolved

On-Behalf Payments

Observation

The City did not record in the General Fund on behalf payments for supplemental pay for police
and fire personnel. GASB Statement No. 24, Accounting and Financial Reporting for Certain
Grants and Other Financial Assistance, requires an employer government to recognize revenue
and expenditures or expenses for on-behalf payments for fringe benefits and salaries. The
employer government should recognize revenue equal to the amounts that third-party recipients
of the payments received and that are receivable at year-end for the current fiscal year.

Recommendation
The City should obtain the necessary information at year-end to record on-behalf payments as
infergovernmental revenue and public safety expense.

Management's Response
Resolved

System Conversion Process

Observation

The City has only converted the peneral fund and the special revenue agency funds to the Great
Plains system from AFIN. The Grant Funds and Capital Project Fund remained in the AFIN
system, therefore causing significant difficulty in awditing two separate systems. The City
employees were not properly trained on the functiomality and utilization of the new system,
therefore resulting in significant inefficiencies in trying to obtain information from the new
system. The City is still relying on Great Plains and other Microsoft contractors to assist in the
recording and retrieving of specific financial information.

Recommendation
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The City should convert the remaining fonds from the AFIN system to the Great Plains system
and cnsure the safety and record-keeping of all documentation surrounding this conversion. The
City should ensure that all employees are adequately trained and cross-trained over the various
functions of recording, processing, and retrieving information relating to the Great Plains system.

Management's Response
Unresolved

Review of Journal Entries

Observation
During our audit we noted that some journal entries did not have evidence of review.

Recommendation
All jourpal entries should contain evidence of who prepared and who reviewed each entry.

Maragement's Response

Unresolved
d % Fk ko*

In addition, we identified certain deficiencies in internal control that we consider to be reportable
conditions or material weaknesses and communicated them in writing to management and those
charged with governance on fune 30, 2008.

Our audit procedures are designed primarily to enable us to form an opinion on the financial
statements, and therefore may not bring to light all weaknesses in policies or procedures that may
exist. We aim, however, to use our knowledge of the City's organization gained during our work
to make comments and suggestions that we hope will be useful to you.

We would be pleased to discuss these comments and recommendations with you at any time.

This report is intended solely for the information and use of the Mayor, members of City Couneil,
management, and federal awarding agencies and pass-through entities, and i3 not intended to be
and should not be used by anyone other than these specified parties.

The City's written response to our comments and recommendations has not been subjected to the
auditing procedures applied in the audit of the financial statements and, accordingly, we express
no opinjon on it.

(Rl Wil
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INDEPENDENT AUDITORS’ REPORT ON THE
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

To the Members of the City Council and the
Honorable C. Ray Nagin, Mayor

City of New Orleans

New Orleans, Louisiana

We have audited the Schedule of Expenditures of Federal Awards of the City of New
Orleans (the City) for the year ended December 31, 2007. The Schedule of Expenditures
of Federal Awards is the responsibility of the management of the City. Our responsibility
is to express an opinion on the Schedule of Expenditures of Federal Awards based on our
audit. The accompanying Schedule of Expenditures of Federal Awards is not a part of the
City’s basic financial statements for the year ended December 31, 2007. The basm
financial statements of the City are audited by other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America, the standards applicable to audits contained in Government
Auditing Standards, issved by the Comptroller General of the United States and the
provisions of Office of Management and Budget Circular A-133, Audits of States, Local
Governments and Non-Profit Organizations. Those standards and provisions require that
we plan and perform the audit to obtain reasonable assurance about whether the Schedule
of Expenditures of Federal Awards is free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the
Schedule of Expenditures of Federal Awards. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall Schedule of Expenditures of Federal Awards presentation. We
believe that our audit provides a reasonable basis for our opinion.

In cur opinion, the Schedule of Expenditures of Federal Awards of the City of New
Orleans presents fairly, in all material respects, the expenditures of Federal awards for all
Federal programs by the City of New Orleans for the year ended December 31, 2007, in
conformity with accounting principles generally accepted in the United States of

America.
4298 ELYSIAN FIELDS AVENUE : 6424 LAKEOVER RD., SUITE A
NEW ORLEANS, LA 70122 JACKSON, MS 39213

{504) 284-8733 FAX (504) 284-8296 ] (601) 366-2344 FAX (601) 366-8440




INDEPENDENT AUDITORS’ REPORT ON THE
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

To the Members of the City Council and the
Honorable C. Ray Nagin, Mayor :
City of New Orleans

New Orleans, Louisiana

Page 2

As discussed, in Notes 4, 5 and 9, the City has been cited by Federal agencies for certain
inelipible and disallowed costs and did not comply with certain contractual and
programmatic requirements with regard to its Federal programs during the year ended
December 31, 2007 and in previous years. The determination of whether these instances
of noncompliance will ultimately result in the remittance. of ineligible and disallowed
costs cannot presently be determined.

In accordance with Government Auditing Standards, we have also issued our report dated
June 20, 2008 on our consideration of the City’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts
and grant agreements and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing
the results of our audit. '

. 3 /
BRUNO & TERVALON LLP
CERTIFIED PUBLIC ACCOUNTANTS

June 20, 2008

ABruno ¢ Tervalon ur

% Certified Public Accountants




SCHEDULE OF EXPENDITURES
~ OF FEDERAL AWARDS




CITY OF NEW ORLEANS

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2007

FEDERAL PASS-
CFDA or THROUGH
. OTHER ENTITY'S
FEDERAL GRANTOR/PROGRAM NAME NUMBER NUMBER ACTIVITY
U.S. Department of Apriculture
Direct Awards
Agricultural Research - Basic and Applied 10.001 - $ 325,356
Subtotal - Direct Awards 225 ,356
Pass-Through Awards
State of Louisiana Department of Social Services:
Special Supplemental Nutrition Program for Women, .
Infants and Children - Administrative Costs 10.557 CFMS641737 280,051
Special Supplemental Nutrition Program for Women,
Infants and Children - Food Issuance (NOTE 13) 10.557 CFEMS641737 2,970,741
Associated Catholic Charities:
Commeodity Supplemental Food Program 10.565 CSFP2007 147,845
Commodity Supplemental Food Program 10.565 CSFP2008 66,324
Subtotal - Pass~Through Awards 3,464,961
Total 1.8, Department of Agricultnre 3,790,317
U.S. Department of Commerce
. Direct Awards
Minority Business Enterprise Centers 11.800 — 145,500
Pass-Through Awards
State of Louisiana Department of Natural Resource: ‘
Coastal Zone Management Administration 11.419 2503-05-07 26,101
Coastal Zone Management Administration 11.419 - 2515-08-06 5,940
Subtotal - Pass-Through Awards 32,041
Total U.8, Department of Commerce 177,541

Seethe Notes to the Schedule of Expenditures of Federal Awards.

3




CITY OF NEW ORLEANS
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2007 '

B s a

FEDERAL PASS- .
CFDA or THROUGH
OTHER ENTITY'S
FEDERAL GRANTOR/PROGRAM NAME NUMBER NUMBER ACTIVITY
U.S, Department of Defense
Direct Awards ’
Community Base Reuse Plans 12.612 ——-- £ 182,134
Total U.S. Department of Defense 182,134
U.S. Department of Housing and Urban Development
Direct Awards
Community Development Block Grant 14.218 - 12,854,226
Urban Development Action Grants-Grantee Loans (NOTE 6) 14,221 ———- 5,872,299
Urban Developtment Action Grants-Grantze Loans-

Program Income 14,221 : e 1,038,018
Emergency Shelter Grants Program 14231 - 36,725
Shelter Plus Care . : 14.238 N 355,767
Home Investment Partnership Program 14.239 — . 5,374,983
Housing Opportunities for Persons with AIDS 14.241 S 3,567,054
Rrownsfield Economic Development Initiative-

Grantee Loan (NOTE 8) 14,246 R 500,000
Community Development Block Grant-Section108 Guarantee

Loans (NOTE 7) 14,248 - 32,405,000
Community Development Block Grant-Section 108 Guarantee

Loan-Program Income - 14,248 e 1,594,745
Lead-Based Paint Hazard Control 14,900 — 70,615

Subtotal - Direct Awards 63,665,432
Passed - Through Awards
State of Louisiana
Emergency Shelter Grants Program 14231 CFMS 610763, 624070, 635054 112,446
Subtotal - Awards from PassTThrough Entities 112,446
Total U.8. Department of Housing and Urban Development 63,781,878

See the Notes to the Schedule of Expenditures of Federal Awards.
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CITY OF NEW ORLEANS

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED DECEMBER 31, 2007

FEDERAL PASS-
C¥DA aor THROUGH
. OTHER ENTITY'S
FEDERAL GRANTOR/PROGRAM NAME NUMBER NUMBER - ACTIVITY
U.S. Department of Justice
Direct Awards :
Supervised Visitation and Safe Exchange Program 16.527 o 5 35,552
Grants to Encourage Arrest Policies 16.590 —- 440,262
Public Safety Partnership and Community Policing 16.710 —- 4,762,533
Edward Byrne Memorial Justice Assistance Grant Program 16.738 e 585,608
Secure Qur Schools 16.CKWX ———— 52,069
" Corruption Task Force 16.DDBX — 875,091
Subtotal - Direct Awards 6,755,115
Passed - Through Awards
State of Louisiana Camunission on Law Enforcement; :
Juvenile Accountability Block Grants 16.523 A(3-8-060 13,015
Juvenile Justice and Delinquency Prevention 16.540 J05-9-ADM 1,810
Justice Research, Evaluation and Development Grants 16.560 G05-8-006 18,131
Crime Victim Assistance 16.575 C04/05-2-ADM 2,001
Edward Byrne Memorial Formula Grant Program 16.579 Various 336,224
Violence Against Women Formula Grants 16.588  MO5/61-9/8-001/016 123,408
Edward Byrne Memorie) Justice Assistance Grant Program 16.738 Y06-8-028 & 001 5,631,128
Subtotal - Awards from Pass-Through Entities 6,132,717
Total U.8. Department of Justice 12,887,832 .
L.S. Department of Labor
Passed - Through Awards
State of Louisiana Department of Labor:
Workforce Investment Act-Adult 17.258 AA.102250-00-50 3,097,786
Workforce Investment Act-Youth 17.255 AA-102250-00-50 1,667,289
Workforce Investment Act-Dislocated Worker 17.250 AA-102256-00-50 719,236
Workforee Investment Act-Job Readiness 17.5T04 LWIAI21ST06 44,411
Workforce Investment Act-Job Readinass 17.8T05 LWIA1218TO07 . 80,149
Workforce Investment Act-Workforce Incentive Grants 17.260 CFMS602798 1,671,302
Subtotal - Awards from Pass-Through Entities 7,280,173
Total U.S. Department of Labor 7,280,173

See the Notes to the Schedule of Expenditures of Federal Awards.
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CITY OF NEW ORLEANS
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2007

FEDERAL PASS-
CFDA or THROUGH
. OTHER ENTITY'S
FEDERAL GRANTOR/PROGRAM NAME NUMBER NUMBER ACTIVITY
U.8. Department of Transportation
Direct Awards
Airport Improvement Program-New Orleans Aviation Board 20.106 e $ 9348289
Subtotal - Direct Awards 9,348,239
Passed - Through Awards
State of Louisiana Department of Transportation:
State and Community Highway Safety Grants 20.600 Various 5,795,754
Subtotai - Awards from Pass-Through Entities 5,795,794
Total U.S. Department of Transportation 15,144,083
U.S, Environmental Protection Apency
Direct Awards
New Orleans Brownsfield Project - Site Assessment and
Cleanup Cooperative Agreements 66.818 e 161,205
Subtotal - Direct Awards 161,205
Total U.8. Environmental Protection Agency : 161,205

Seethe Notes to the Schedule of Expenditures of Federal Awards.
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CITY OF NEW ORLEANS
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2007

R B R S

FEDERAL PASS-
CFDA or THROUGH
OTHER ENTITY'S
FEDERAL GRANTOR/PROGRAM NAME . NUMBER NUMBER ACTIVITY
L.S. Department of Health and Human Services
Direct Awards
Consolidated Health Centers - Healthcare for the Homeless 93224 —e ¥ 1,201,236
Medical Response : 93.282/233 — 173,103
Center for Disease Control and Prevention-Asthma, Diabetes
and Obesity _ 93.283 J— 1,969,420
HIV Emergency Relief Project Grant-Ryan White Program 93.914 — 7,550,085
Healthy Start Initiative-Great Expectations Program 03926 0 e 2,498,651
Subtotal - Direct Awards 13,392,495
Passed - Through Awards
State of Louisiana Department of Health and Hospitals:
Early Periodic Screening, Diagnosis and Treatment 93, - 1441449 353,302
Early Periodic Screening, Diagnosis and Treatment 93, Various 212,776
Centers for Disease Control and Preventicn - Investigation
and Technical Assistance 93,283 N/A 33,971
Social Services Block Grant 93.667 DHH640580 1,685,700
Preventative Health and Health Services Block Grant 93.991 N/A 145,946
Preventative Health and Health Services Block Grant 93.991 - DHHO041259/049018 123,769
Maternal and Child Heelth Services Block Grant . 84,994 DHH644156/046888 4,997
Subtotal - Awards from Pass-Through Entities 2,560,461
Total U.S. Department of Health and Human Services 15,952,956

See the Notes to the Schedule of Expenditures of Federal Awards.
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CITY OF NEW ORLEANS

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2007

FEDERAL PASS-
CFDA or THROUGH
OTHER ENTITY'S
FEDERAL GRANTOR/PROGRAM NAME NUMBER NUMBER ACTIVITY
U.S. Department of Homeland Security
Direct Awards

Emergency Food and Shelter 97.024 - ¥ 24,497

Assistance to Firefighters Grant 07.044 — 342,402

Metropolitan Medical Response 97.071 — , 146,103

Subtotal - Direct Awards 513,002

Passed - Through Awards
State of Louisiana

State Homeland Security Grants 97.004 2005GET50048 74,048

State Homeland Security Grants 97.004 2006GETD0698 311,604

Urban Areas Security Initiatives 97.008 2004-TUT-40018 499,733

Urban Areas Security Initiatives 97.008 2005-GET-5004U 603,502

Urban Areas Security Initiatives 97.008 2006-GET-00691) 1,386,703
Special Community Disaster Loans 97.030  EMT-2006-LF-1603LA03 120,000,000

Special Community Disaster Loans 97.030  EMT-2006-LF-1603LA03A 50,358,404

Emergency Management-State and Local Assistance 97.036 071-55000 44,649,414

Citizens Corps 97.053 2004GET4004C 12,153

Citizens Corps . 97.053 2005GETS5004C 10,470

Law Enforcement Terrorism Prevention Program 97.074 2005GET5004L 16,390

Law Enforcement Terrorism Prevention Program 97.074 2006GET0069L 17,249

Law Enforcement Terrorism Prevention Program 97.074 X05-9-001 774,174

Buffer Zone Protection Program 97.078 2005GRTA0057 197,949

Subtotal - Awerds from Pass-Through Entities 218,905,793

Total U.S. Department of Homeland Security 219,418,795

Total Expenditures of Federal Awards

$ 338,776,914

See the Notes ta the Schedule of Expenditures of Federal Awards.
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CITY OF NEW ORLEANS

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 1 -

NOTE 2-

NOTE 3 -

BACKGROUND:

The City of New Orleans (the City) was incorporated in 1805. The City’s
system of government is established by the Home Rule Charter which became
effective in 1954. The City operates under a Mayor-Council form of
government. The City provides the following types of services as authorized
by its charter: public health and safety, streets, sanitation, water and sewerage,
planning and zoning, recreation and general and administrative services.

Education and welfare are administered by other governmental entities.

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS:

The accompanying Schedule of Expenditures of Federal Awards presents the
activity of all Federal award programs of the City that were received directly
from Federal agencies or passed through other entities and governmental
agencies.

The City has prepared this Schedule of Expenditures of Federal Awards to
comply with the provisions of Office of Management and Budget (OMB)
Circular A-133, Audits of States, Local Governments and Non-Profit
Organizations. OMB Circular A-133 stipulates that a Schedule of
Expenditures of Federal Awards be prepared showing total expenditures of
each Federal award program as identified in the Catalog of Federal Domestic
Assistance (CFDA) and for other federal financial awards that have not been
assigned a catalog number.

BASIS OF ACCOUNTING/PRESENTATION:

Grant expenditures in the Schedule of Expenditures of Federal Awards are
generally recognized under the modified accrual basis of accounting when the
related liability is incurred, if measurable. Vacation and sick leave are
recognized when paid. Current grant expenditures include direct expenditures
and expenditures of federal awards passed through other governmental
agencies. .

The accounting policies of the City conform to accounting principles
generally accepted in the United States of America as applicable to
governmental units. The preparation of the Schedule of Expenditures of
Federal Awards in conformity with accounting principles generally accepted
in the United States of America requires management to make certain
assumptions that affect the reported amounts of expenditures during the
reporting period. Actual results could differ from those estimates.




CITY OF NEW ORLEANS

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 4 -

QUESTIONED COSTS:

The City has expended in previous years certain federal grant funds in a
manner that may have violated certain provisions of the related compliance
requirements and grant agreements. The related questioned costs amounts as
reported in the current and prior Single Audit reports pertinent to such issues
excluding audit findings that are no longer applicable based on the provisions
of OMB Circular A-133, Section 315(b)(4) are as follows:

Program Year __Amount
City of New Qrleans

December 31, 2004 through 2006 5 1,365,194
December 31, 2007 1,248,953

Total $ 2,614,147

The ultimate resolution or determination as to whether the questioned cost
will be allowable or unallowable related to the applicable grants will be made
by the applicable funding sources and cannot be determined at this time. As
such, management of the City is presently unable to determine a reasonable
estunate of any possible Federal claims for refunds of the applicable grant
funds. Accordingly, no provision or adjustment has been made to the
Schedule of Expenditures of Federal Awards.

10
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CITY OF NEW ORLEANS

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 5 -

NOTE 6 -

INELIGIBLE, DISALLOWED AND QUESTIONED COSTS:

As of the date of this report, funding sources have reviewed the operations and
activities of certain programs and have rendered determinations as detailsd in
the status of other audits performed by Federal Auditors. Such ineligible and
disallowed cost aggrepated to $2,014,229 as of December 31, 2007. When
required, the repayment of any remaining ineligible and disallowed costs is
funded from non-federal funds. However, the Schedule of Expenditures of
Federal Awards has not been adjusted for any such repayments. See pages 46
through 50 for further details.

GRANTEE LOANS - URBAN DEVELOPMENT ACTION GRANTS:

- The City has received certain grant awards from the United States Department
of Housing and Urban Development (HUD) for the purpose of providing
loans to the private sector for completion of projects that will stimulate
economic development activity in the City. Twelve (12) of these loans are
outstanding at December 31, 2007, totaling $5,872,299 which bear interest at
rates ranging from zero percent (0%) to seven percent (7%).- Thase loans are
receivable over a fifteen (15) fo thirty (30) year period and are recorded as
loans receivable at December 31, 2007. Once the loan payments are received
and the project is accepted by HUD, the City may use the amounts received
for other allowable economic development activities as specified in the grant
agreement. .

During the year ended December 31, 2000, the City utilized $1,000,000 of

UDAG program income to fund the American Can Project. Such funding was
in the form of a loan which bears interest at 2% and matures in J anuary 2040.

11




CITY OF NEW ORLEANS

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 7 -

BOUSING AND URBAN DEVELOPMENT SECTION 108 LOANS:

The City has entered into contracts for Loan Guarantee Assistance under
Section 108 of the Housing and Community Development Act of 1974, with
the Secretary of Housing and Urban Development (HUD) as guarantor. The
City received these loans in order to fund its commitments to Jazzland,
American Can, Palace of the East, LLC and Louisiana Artist Guild Projects.
During the years pricr to and as of December 31, 2005, $25,300,000 was
disbursed to Jazzland; $5,000,00C was disbursed to the American Can Project;
$5,000,000 was disbursed to the Palace of the East, LLC (Grand Theatre) and
$7,100,000 to Louisiana Artist Guild.

These loans consist of notes bearing interest at 8.70% to 8.75% or variable
interest rates based on the London Inter-bank Offered Rate (LIBOR). As of
December 31, 2007, the entire remaining balance of $41,462,720 due from
these entities is recorded as a receivable in the City’s financial statements and
the balance due HUD of $32,405,000 is recorded as a payable is the City’s
financial statements and reflected in the Schedule of Expenditures of Federal
Awards.

On February 28, 2002, Jazzland filed a Chapter 11 bankruptcy proceeding and
as a result the City restructured the financing naming the New Orleans
Industrial Development Board, who acquired certain assets of Jazzland, as the
new obligator of the Jazzland loan. Pursuant to that agreement, monthly rental
payments of $116,567 are received from the New Orleans Industrial
Development Board and recognized as rental income by the City to defray the
required debt service payments to HUD by the City,

12
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CITY OF NEW ORLEANS
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
' FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 7—- HOUSING AND URBAN DEVELOPMENT SECTION 108 LOANS:

The requirements to amortize the remaining Section 108 loans are as follows:

Due to Due from

HUD Projecis
Jazzland Project
2008 $ 1,335,000 § 24375518
2009 1,420,000 0
2010 1,510,000 0
2011 1,610,000 0
2012 ' 1,715,000 0
Thereafter 10,405,000 0

17,995,000 24,375,518

American Can Project
2008 240,000 358,884
2009 250,000 103,467
2010 270,000 105,553
2011 280,000 107,680
2012 300,000 109,849
Thereafter 2,670,000 4,016,754

4,010,000 4,802,187
Grand Theatre Project
2008 220,000 879,690
2009 230,000 232,500
2010 240,000 242,500
2011 250,000 252,500
2012 260,000 263,750
Thereafter 3,020,000 2,851,250

4,220,000 4,822,190
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CITY OF NEW ORLEANS

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 7 -

NOTE 8 -

HOUSING AND URBAN DEVELOPMENT SECTION 108 L.OANS:

Due to Due from
. HUD Projects
Louisiana Artist Guild
2008 $ 266,000 $ 1,493,825
2009 _ 282,000 267,000
2610 298,000 287,000
2011 316,000 308,000
2012 335,000 330,000
Thereafter 4,683,000 4,777,000
6,180,000 7,462,825

$ 32405000 § 41,462,720

BROWNSFIELD ECONOMIC DEVELOPMENT INITIATIVE:

During the year ended December 31, 2000, the City received a Brownsfield
Economic Development Initiative (BEDI) grant in the amount of $1,000,000
that was utilized to fund the City’s American Can renewal project. The City
disbursed $500,000 to the project in the form of a prant and $500,000 in the
form of a loan required to be repaid at 2% interest. The loan matures in
January, 2040, The requirements to amortize the BEDI loan are as follows:

Principal

American Can Project
2008 $ 55,785
2009 _ 10,344
2010 : 10,553
2011 10,765
2012 10,982
Thereafter 401,571

$ 500,000

14
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CITY OF NEW ORLEANS

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 9 -

NOTE 10 -

CONTINGENCY:

The City is the recipient of numerous Federal grants and awards. These grants
and awards are governed by various Federal requirements, guidelines,
regulations and contractual agreements.

The administration of the programs and activities funded by these grants and
awards is under control of the City and is subject to audit and review by the
applicable funding sources. Any grant or award found not to be properly spent
in accordance with the requirements, guidelines, regulations and contractual

agreements of the funding source may be subject to recapture.

The audit of the Federal award programs of the City for the year ended
December 31, 2007 disclosed instances of non-compliance that may be
material to the Schedule of Expenditures of Federal Awards, but for which the
ultimate resolution cannot be presently determined.

MAJOR FEDERAT, AWARDS PROGRAM:

The City’s major Federal awards programs for the year ended December 31,
2007 were determined based upon program activity. The City’s “Type A”
Federal awards programs for the year ended December 31, 2007 were all
Federally assisted programs for which program activity. was equal to or
greater than $3,000,000 during the year ended December 31, 2007.
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CITY OF NEW ORLEANS
NOTLS TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
' FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 11 - FEDERAL CXPENDITIRES TO SUBRECIPIENTS:

Included in the Federal expenditures presented in the Schedule of
Expenditures of Federal Awards are outstanding loan and loan guarantees and
Federal awards disbursed by the City to sub-recipients associated with its
major Federal Award programs as follows:

Program Title CFDA # Amount

Community Development Block Grant 14.218 § 2,873,968
Urban Development Action Grants 14.221 5,872,259
Home Investment Partnership Program 14.239 3,880,207
Housing Opportunities for Persons with
AIDS 7 ‘ 14.241 4,213,977
Community Development Block Grant- -
Section

108 Guarantee Loans 14248 32,405,000
Workforce Investment Act 17.258/25% 6,513,306

_ & 260

HIV Emergency Relief Project Grant 53.914 7,858,387

$ 63,636,144
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CITY OF NEW ORLEANS

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 12 -

STATE GRANTS:

The City receives non-Federal funds from the State of Louisiana to perform
certain public programs, Expenditures and adjustmenis to expenditures for the

year ended December 31, 2007 are as follows:

17

Contract
State Grantor/Program Name Number Amount
Louisiana Department of Health and Hospitals
0.P Walker Clinic DHH045534 164
Emergency Medical Services . EMS-BIO-
Bioterrorism 2007 42,948
Strategic Prevention Framework DHH019716 24,379
McDonogh #35 Clinic DHHO006578 61,887
McDonogh #35 Clinic DHHO049359 25,314
Crisis Trauma Center DHH639440 : 63,567
218,259
Louisiana Department of Culture, Recreation and Tourism
Library State Aid N/A 86,630
86,630
Louisiana Department of Public Safety
Construction Code Enforcement K07-309 490,014
~ Red Light Enforcement Grant PT-07-33-00 78,260
568,274




CITY OF NEW ORLEANS

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 12— STATE GRANTS, continued

NOTE 13 -

: Contract
State Grantor/Program Name Number Amount
Louisiana Commigsion on Law
Enforcement
Electronic Equipment Grant P07-9-001 10,864
Electronic Equipment Grant P07-9-002 7,955
Corrections Training P07-8-COR 24,650
Corrections Training P0O7-8-BAS 23,250
Peace Officer Standards and Training _
Grant P07-5-ADM 7,950
74,669
Louisiana Department of Economic Development
Film Commission Grant 31,766
31,766
Louisiana Department of Transportation and Development
Earhart Corridor ‘ 742-07-26 83,702
Earhart Corridor Segment I1 N/A 143,506
Earhart Corridor Segment III N/A 228,509
456,117

Total State Grant Expenditures

SPECIAL SUPPLEMENTAL NUTRITION PROGRAM FOR

WOMEN, INFANTS AND CHILDREN — FOOD ISSUANCE

§ 1435715

The City, in conjunction with the State of Louisiana Department of Health and
Hospitals, administers the Women, Infants and Children (WIC) Supplemental
Food Issuance Program. As a result, eligible participants received WIC drafts

to obtain WIC food packages totaling $2,970,741.

18
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CITY OF NEW ORLEANS

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS -

YOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 14 -

NOTE 15 -

SPECIAL COMMUNITY DISASTER LOAN PROGRAM:

On October 7, 2005, the Community Disaster Loan Act of 2005, P.L, 109-88
was signed into law. The Act provides for disaster assistance following
Hurricane Katrina in Special Community Disaster Loans (CDL) to local
governments affected by the hurricane. This Federal aid was made available to
local governments specifically to replace revenues lost as the result of natural
or man-made disasters. In November, 2005 and August 2006, the City
executed promissory notes in the amount of $120,000,000 each payable to the
Federal Emergency Management Agency. The notes bear interest at rates of
2.75% and 2.93% with a due dates of November 14, 2010 and August 27,
2011, respeciively. The normal term of CDL loans is five years. The loans
typically take the form of a five-year balloon. That is, the full principal and
accumulated interest are due all together at the end of the five-year term. The
Associate Director of FEMA may consider requests for extension, based in the
local government's financial condition. However, the total term of the loan
may not exceed 10 years. At December 31, 2007, the City had drawn-down
$120,000,000 and $50,358,404, respectively, of the promissory note amounts.

OTHER MATTERS:

The effects of Hurricanes Katrina and Rita on the Gulf Coast, Louisiana and
Greater New Orleans areas resulted in considerable loss of life and property as

well as to exacerbate weakening economic conditions. The City and its

facilities were not spared the effects of Furricanes Katrina and Rita,

The primary financial statement impact of these storms pertains to the City’s
property and infrastructure, During the year ended December 31, 2007, the
City primarily focused on service restoration at its primary facilities, Ultimate
restoration, as well as impact on future operations, cannot be determined at
this time.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE
WITH GOYERNMENT AUDITING STANDARDS

To the Members of the City Council and the
Honorable C. Ray Nagin, Mayor

City of New Orleans

New Orleans, Louisiana

We have audited the Schedule of Expenditures of Federal Awards of the City of New
Orleans (the City) as of and for the year ended December 31, 2007, and have issued our
report thereon dated June 20, 2008. An explanatory paragraph was included in our report
indicating that the City has been cited by federal agencies for certain ineligible and
disallowed costs and did not comply with certain contractual and programmatic requirements
with regard to its federal programs during the year ended December 31, 2007 and in previous
years, however, the determination of whether these instances of noncompliance will
ultimately result in remittance of ineligible and disallowed cost canmot presently. be
determined. We conducted our audit in accordance with auditing standards generally
accepted In the United Stated of America and the standards applicable to audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City’s internal control over financial
reporting &s a basis for designing our auditing procedures for the purpose of expressing our
opinion on the Schedule of Expenditures of Federal Awards but not for the purpose of
expressing an opinion on the effectiveness of the City’s internal control over financial
reporting. Accordingly, we do not express an cpinion on the effectiveness of the City’s
internal control over financial reporting.

A control deficiency 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 misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the City’s ability to

- initiate, authorize, record, process, or report financial data reliably in accordance with
generally accepted accounting principles, such that there is more than a remote likelihood
that a misstatement of the City’s Schedule of Expenditures of Federal Awards that is more
than inconsequential will not be prevented or detected by the City’s internal control.

4298 ELYSIAN FIELDS AVENUE 6424 LAKEOVER RD., SUITE A
NEW ORLEANS, LA 70122 20 JACKSON, MS 39213
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

To the Members of the City Council and the
Honorable C. Ray Nagin, Mayor

City of New Orleans

New Orleans, Louisiana

Internal Control Qver Financial Reporting, continued

A material weakness is a significant deficiency, or combination of significant deficiencies,
that results in more that a remote likelihood that a material misstatement of the financial
staternents will not be prevented or detected by the City’s internal control.

‘Our consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all
deficiencies in internal control over financial reporting that might be significant deficiencies
or material weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses, as defined above.

Compliance and Other Matiers

As part of obtaining reasonable assurance about whether the City’s Schedule of Expenditures
of Federal Awards is free of 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 the Schedule of
Expenditures of Federal Awards 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.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

To the Members of the City Council and the
Honorable C. Ray Nagin, Mayor

City of New Orleans

New Otleans, Louisiana

We noted certain matters that we have reported to management of the City in a separate letter
dated June 20, 2008. :

The City’s responses to the findings identified in our audit are described in a separate
Corrective Action Plan. We did not audit the City’s response contained in the Corrective
Action Plan and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of the City Council, the Mayor,
management, the Louisiana Legislative Auditor and Federal awarding agencies and pass-
through entities and is nct intended and should not be used by anyone other than these
specified parties. Under Louisiana Revised Statute 24:513, this report is distributed by the
Louisiana Legislative Auditor as a public document.

zg/;m ;Wcu"

BRUNQ & TERVALON LLP
CERTIFIED PUBLIC ACCOUNTANTS

June 20, 2008
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH
REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133

To the Members of the City Council and the
Honorable C. Ray Nagin, Mayor

City of New Orleans

New Orleans, Louisiana

Compliance

We have audited the compliance of the City of New Orleans (the City) with the types of
compliance requirements described in the U.S. Office of Management and Budget (OMB)
Circular A-133 Compliance Supplement that are applicable to each of its major Federal
programs for the year ended December 31, 2007. The City's major Federal programs arc
identified in the Summary of Independent Auditors’ Results section of the accompanying
Schedule of Findings and Questioned Costs. Compliance with the requirements of laws,
regulations, contracts, and grants applicable to each of its major Federal programs is the
responsibility of the City’s management. Our responsibility is to express an opinion on the
City’s compliance based on our audit. ‘

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of Americe; the standards appliceble to audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.
Those standards and OMB Circular A-133 require that we plan and perform the audit to
obtain reasonable assurance about whether noncompliance with the types compliance
requirements referred to above that could have a direct and material effect on a major Federal
program occurred. An audit jncludes examining, on a test basis, evidence about the City’s
compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion. Our audit does not provide 2 legal determination of the City’s compliance with those

requirements.
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH
REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133

To the Members of the City Council and the
Honorable C. Ray Nagin, Mayor

City of New Orleans

New Orleans, Louisiana

Compliance, continued

In our opinion, the City complied, in all material respects, with the requirements referred to
above that are applicable to each of its major Federal programs for the year ended December
31, 2007. However, the results of our auditing procedures disclosed instances of
noncompliance with those requirements which are required to be reported in accordance with
OMB Circular A-133 and which are described in the accompanying schedule of findings and
questioned cost as items 2007-01 through 2007-08.

Internal Control Over Compliance

The management of the City is responsible for establishing and maintaining effective internal
control over compliance with the requirements of laws, regulations, contracts, and grants
applicable to Federal programs. In planning and performing our audit, we considered the
City’s internal control over compliance with requirements that could have a direct and
material effect on 2 major Federal program in order to determine our auditing procedures for
the purpose of expressing our opinion on compliance, but not for the purpose of expressing
an opinion on the effectiveness of the City’s internal contrel over compliance.

A control deficiency in the City’s internal control over compliance exists when the design or
operation of a contral does not allow management or employees, in the normal course of
performing their assigned functions, to prevent or detect noncompliance with a type of
compliance requirement of a federal program on a timely basis. A significant deficiency is a
control deficiency, or combination of control deficiencies, that adversely affects the City’s
ability to administer a federal program such that there is more that a remote likelihood that
noncompliance with a type of compliance requirement of a federal program that is more than
inconsequential will not be prevented or detected by the City’s internal control.
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH
REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133

To the Members of the City Council and the
Honorable C. Ray Nagin, Mayor

City of New Orleans

New Orleans, Louisiana

" Internal Control Over Compliance, continued

A materia) weakness is a significant deficiency, or combination of significant deficiencies,
that results in more than a remote likelihood that material noncompliance with a type of
compliance requirement of a federal program will not be detected by the City’s internal
control.

Qur consideration of internal control over compliance was for the limited purpose described
in the first paragraph of this section and would not necessarily identify all deficiencies in
internal control that might be significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defined above. .

The City’s responses to the findings identified in our audit are described in a separate

Corrective Action Plan. We did not audit the City’s response, and accordingly, we express no .

opinion on it.

This report is intended solely for the information and use of the City Council, the Mayor,
management, the Louisiana Legislative Auditor and Federal awarding agencies and pass-
through entities and is not intended to be and should not be used by anyone other than these
specified parties. Under Louisiana Revised Statute 24:513, this report is distributed by the
Louisiana Legislative Auditor as a public document. ‘

8 furo € Tanyalon LLF
BRUNO & TERVALON LLP
CERTIFIED PUBLIC ACCOUNTANTS

January 20, 2008
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- SCHEDULE 1

SUMMARY OF INDEPENDENT AUDITORS’
RESULTS



SCHEDULE 1

CITY OF NEW ORLEANS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
SUMMARY OF INDEPENDENT AUDITORS’ RESULTS

. Type of report issued on the Schedule of Expendifures of Federal Awards:
Ungualified. '

. Did the audit disclose any material weaknesses in internal control over financial
reporting? Ne.

. Did the audit disclose any significant deficiencies in internal control over financial
reporting that are not considered to be material weaknesses? None reported.

. Did the audit disclose any non-compliance which is material to the Schedule of
Expenditures of Federal Awards? Yes, (Additionally, an uncertainty exists
whereby the ultimate resolution cannot be presenily determined).

. Did the audit disclose any material weaknesses in internal control over major Federal
programs? No.

. Did the audit disclose any significant deficiencies in internal control over major
programs that are not considered to be material weaknesses? None reported.

. Type of report issued on compliance for major programs: Ungualified.

. Did the audit disclose any audit findings required to be reported in accordance with
OMB Circular A-133, Section .510(2)7 Yes.

. Was a management letter issued? Yes.
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SCHEDULE X

CITY OF NEW ORLEANS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
SUMMARY OF INDEPENDENT AUDITORS’ RESULTS

10. Identification of Major Programs:

" CFDA
#

10.557

14218

14.221
14.239
14.24]
14.248

16.710

16,738

17.258
17.259
17.260
17.260
20.106
20.600

93.914

97.030
97.036

11. Dollar threshold uwsed to distinguish between Type A and Type B Proprams:
$3.000.600.

Name of Federal Program

Special Supplemental Nutrition Program for Women,
Infants and Children

Community Development Block Grant

Urban Development Action Grants-Grantee Loans

Home Investment Partnership Program

Housing Opportunities for Persons with AIDS

Community Development Block Grant - Section 108

Grantee Loans

Public Safety Partnership and Community Policing
Grants

Edward Byrne Memorial Justice Assistance Grant-
Hurricane Criminal Justice Infrastructure
Recovery

Workforce Investment Act-Adult

Workforce Investment Act-Youth

Workforce Investment Act-Dislocated Worker

Workforce Investment Act-National Emergency Grant

Airport Improvement Program

State and Community Highway Safety

HIV Emergency Relief Project Grant-Ryan White

Special Community Disaster Loans

Emergency Management-State and Local Assistance

12. Is the auditee a “low-risk” auditee, as defined by OMB Circular A-1337 No.
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SCHEDULE IT

FINANCIAL STATEMENT FINDINGS




SCHEDULE II

CITY OF NEW ORLEANS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FINANCIAL STATEMENT FINDINGS

INTERNAL CONTROL OVER FINANCIAL REPORTING

No matters were reported

COMPLIANCE AND OTHER MATTERS

No matters were reported. We noted certain matters that we reported to management in a
separate letter dated June 20, 2008.
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SCHEDULE II1

FEDERAL AWARD FINDINGS AND QUESTIONED
COSTS



SCHEDULE II1

CITY OF NEW ORLEANS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FEDERAL COMPLIANCE

Audit Finding Reference Number

2007-01 Cash Management

Federal Program and Specific Federal Award Identification

Federal Agency/CFDA Number and Title
U.S. Department of Homeland Security
97.036¢  Emergency Management-State and Local Assistance

Federal Award Year

December 31, 2007

Pass-Through Enlity

State of Louisiana

Criteria

OMB Circular A-133 Compliance Supplement Part 3, Section C stipulates that interest
earned on advances by local government grantees and sub-grantees is required to be
submitted promptly, but at least quarterly, to the Federal Agency. Up to $100 per year may

be kept for administrative expenses,

Conditions and Perspectives

The City of New Orleans did not keep track of the interest being earned on advances received
under its Emergency Management (FEMA)-State and Local Assistance grant.
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SCHEDULE III

CITY OF NEW ORLEANS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FEDERAL COMPLIANCE

Audit Finding Reference Number

2007-01 Cash Management, continued

Cauge

The City of New Orleans did not assigned to a designated staff member the responsibility for

tracking interest earned on advanced funds and for ensuring that interest earned is returned to
the Federal agency at least quarterly as required by Federal regulations.

Questioned Costs
For purposes of this finding, we have not questioned any costs.
Effect

The City of New Orleans is not in compliance with Cash Management compliance
requirements.

Recommendation

We recommend that the City of New Orleans identify an individual and assign the task of
tracking interest earned on advanced funds to ensure that interest earned on advances are
returned to the Federal agency at least quarterly as required by Federal regulations,
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SCHEDULE 11X

CITY OF NEW ORLEANS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FEDERAL COMPLIANCE

Audit Finding Reference Numbeyr

2007-02 Davis-Bacon Act

Federal Program and Specific Federal Award Identification

Federal Apency/CFDA Number and Title
U.S. Department of Housing and Urban Development
14.239 Home Investment Partnership Program

Federal Award Year

December 31, 2007
Pass-Through Entity |
Not Applicable
Criteria

OMB Circular A-133 Compliance Supplement Part 3, Section D stipulates contracts for the
construction of affordable housing with 12 or more Home Investment Partnership Program

(HOME) -assisted units are required to comply with the requirements of the Davis-Bacon

Act. All laborers must be paid wages not less than those established for the locality of the
project (prevailing wage rates) by the U.S. Department of Labor.

Conditions and Perspectives

Based upon our audit procedures performed, it was determined that management of the City
of New Orleans had not fully implemented the monitoring of construction contracts for
compliance with the Davis-Bacon Act. The monitoring procedures have not been
implemented for none on the construction related contracts administered with HOME funds.
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SCHEDULE 111

CITY OF NEW ORLEANS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FEDERAL COMPLIANCE

Audit Finding Reference Number

2007-02 Davis-Bacon Act, continued

Cause

According to management, proper communication between the construction office and
monitoring office has not been established to ensure proper monitoring of the construction
related activities within a timely fashion. Monitoring should be performed during the time of

the construction.

Questioned Costs

For purposes of this finding, we have not questioned any costs.
Effect

The City of New Orleans is not in compliance with the Davis-Bacon Act compliance
requirements.

Recommendation

We recommend that the City of New Orleans — HOME program implement procedures to
ensure that monitoring be done for all construction activities within the prescribed time to
ensure compliance with the Davis-Bacon Act.
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SCHEDULE 111

CITY OF NEW ORLEANS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FEDERAL COMPLIANCE

Audit Finding Refercnce Number

2007-03 Earmarking

 Federal Program and Specific Federal Award Identification

- Federal Apency/CEDA Number and Title

U.S. Department of Housing and Urban Development
14.218 Community Development Block Grant

Federal Award Year

December 31, 2007

Pass-Through Entity

Not Applicable
Criteria

OMB Circular A-133 Compliance Supplement Part 4, Section 4-14-218 indicates that the
amount of CDBG funds obligated during the program year for public services must not
exceed fifteen percent (15%) of the grant amount received for that year plus fifteen percent
(15%) of the program income it received during the preceding program year.

Conditions and Perspectives

Based upon our audit recalculation, public service expenditures were approximately twenty-
four percent (24%) of CDBG expenditures which exceeded the fifteen percent (153%)
threshold.
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SCHEDULE I

CITY OF NEW ORLEANS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FEDERAL COMPLIANCE

Audit Finding Reference Number

2007-03 Earmarking, continued
Cause
The cause of this condition could not be determined.

Questioned Costs

For purposes of this finding, we have questioned cost of $1,248,953.
Effect
The City of New Orleans is not in compliance with the earmarking compliance requirements.

Recommendation

We recommend that the City of New Orleans implement procedures to ensure compliance
with earmarking requirements.
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SCHEDULE X

CITY OF NEW ORLEANS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FEDERAL COMPLIANCE

Audit Finding Reference Number

2007-04 Reporting

Federal Program and Specific Federal Award Identification

Federal Agency/CFDA Number and Title

U.S. Department of Housing and Urban Development
14218 Community Development Block Grant

Federal Award Year

December 31, 2007

Pass-Throush Entity

Not Applicable

Criteria

OMB Circular A-133 Compliance Supplement Part 4, Section 4-14-218 reguires the anditor
to test information extracted from the Integrated Disbursement and Information System
(IDIS) reports CO4PR0O3 (CDBG Activity Summary Report) and C04PR26 (CDBG Financial
Summary).

Conditions and Perspectives

Based on our procedures performed, we noted material un-reconciled differences bhetween
CDBG expenditures and draw-downs per IDIS versus CDBG expenditures and draw-dowus
per accounting records.
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SCHEDULE ITI

CITY OF NEW ORLEANS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FEDERAL COMPLIANCE

Audit Finding Reference Number

2007-04 Reporting, continued
Cause

There 1s no reconciliation process performed for CDBG amounts that are reported in IDIS
versus CDBG amounts as reflected in the accounting records.

Questioned Costs

For purposes of this finding, we have not questioned any costs.
Effect
Un-reconciled differences between IDIS and accouriting records

Recommendation

We recommend that the City of New Orleans periodically reconcile IDIS data to the
comparable data in the accounting records.
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SCHEDULE III

CITY OF NEW ORLEANS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FEDERAL COMPLIANCE

Audit Finding Reference Number

2007-05 Reporting

Federal Program and Specific Federal Award Identification

Federal Agency/CFDA Number and Title

U.S. Department of Housing and Urban Development
14.241 Housing Opportunities for Persons with AIDS

Federal Award Year

December 31, 2007

Pass-Through Entity

Not Applicable
Criteria
OMB Circular A-133 Compliance Supplement Part 4, Section 4-14-241 requires the auditor

to test the financial data which is found in Part 3 — Program Expenditures and Housing
Provided of HUD Form 40110 — Annual Progress Report (OMB No. 2506-0133).

Conditions and Perspectives

We received HUD Form 40110 — Annual Progress Report (OMB No. 2506-0133) however
we were unable to agree the expenditure financial data to the accounting records or other
supporting documentation.
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SCHEDULE IIT

CITY OF NEW ORLEANS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FEDERAL COMPLIANCE
Audit Finding Reference Number

2007-05 Reporting, continued

Cause

We could not determine the cause of this condition
Questioned Costs

For purposes of this finding, we have not questioned any costs.
Effect

We were unable to test the financial data contained in HUD Form 40110 — Annual Progress
Report (OMB No. 2506-0133).

Recommendation

We recommend that the financial data contained in  Form HUD 40110 — Annual Progress

Report (OMB No. 2506-0133) be prepared from or reconciled to the applicable accounting
records. .
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SCHEDULE IIY

CITY OF NEW ORLEANS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FEDERAL COMPLIANCE

Audit Finding Reference Number

2007-06 Sub-recipient Monitoring

Federal Prosram and Specific Federal Award Identification

Federal Agency/CFDA Number and Title
U.S. Department of Housing and Urban Development
14.239 Home Investment Partnership Program

Federal Award Year

December 31, 2007

Pass-Through Entity

Not Applicable

Criteria

OMB Circular A-133 Compliance Supplement Part 3, Section M stipulates that a pass-
through entity is responsible for “Award Identification” and at the time of the award
identifying to the sub-recipient the Federal award information (e.g., CFDA title and number,

award name, name of Federal agency and applicable compliance requirements.

Conditions and Perspectives

During our audit, we noted that the contractval agreements with five (5) of sub-recipients

tested did not include provisions detailing atl the applicable Federal award information.
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SCHEDULE 111

CITY OF NEW ORLEANS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FEDERAL COMPLIANCE

Audit Finding Reference Number

2007-06 Sub-recipient Monitoring, continued
Cause

The City of New Orleans failed to follow established regulations which require identifying to
the sub-recipient the Federal award information.

Questioned Costs

For purposes of this finding, we have not questioned any costs.
Effect

The City of New Orleans is not in compliance with the sub-recipient monitoring compliance
requirement.

Recommendation

We recommend that management of the City of New Orleans develop a2 monitoring plan to
ensure that all sub-recipients receiving pass-through federal funds are fiscally and
programmatically monitored and the contractual agreements have all required stipulations as
required by federal regulations.
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SCHEDULE 111

CITY OF NEW ORLEANS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FEDERAIL COMPLIANCE

Audit Finding Reference Number

2007-07 Sub-recipient Monitoring

Federal Progsram and Specific Federal Award Identification

Federal Agency/CFDA Number and Title

U.S. Department of Housing and Urban Development
14239  Home investment Partnership Program

14.241 Housing Opportunities for Persons with AIDS

14.248 Community Development Block Grant - Section 108
Grantee Loans

U.S. Department of Health and Human Services

93.914  HIV Emergency Relief Project Grant-Ryan White

Federal Award Year

December 31, 2007

Pass-Through Entity

Not Applicable
Criteria

OMB Circular A-133 Compliance Supplement Part 3, Section M stipulaies that a pass-
through entity is responsible for ensuring required audits are completed within nine months
of the end of the sub-recipient’s audit period, issuing a management decision on audit
findings within six months after receipt of the sub-recipient’s audit report, and insuring that
the sub-recipient takes timely and appropriate corrective action on all audit findings.
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SCHEDULE Iil

CITY OF NEW ORLEANS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FEDERAL COMPILIANCE

Audit Finding Reference Number

2007-07 Sub-recipient Monitoring, continued

Conditions and Perspectives

During our audit, we noted that management of the City of New Orleans has not received or
did not provide the auditors audlt reports for the following grant programs and related
number of sub-recipients.

A-133
Audit
Reports
CFDA Number and Title -
14,239 Home Investment Partnership Program 1
14.241 Housing Opportunities for Persons with AIDS
14.248 Community Development Block Grant - Section 108
~ Grantee Loans 2
93.914 HIV Emergency Relief Project Grant-Ryan White 7

Cause

The City of New Orleans’ cortinues to need 1mpr0vement related to certain aspects of sub-
recipient monitoring.

Questioned Costs

For purposes of this finding, we have not questioned any costs.
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SCHEDULE I11

CITY OF NEW ORLEANS ,
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FEDERAL COMPLIANCE

Audit Finding Reference Number

2007-07 Sub-recipient Monitoring, continued
Effect

The City of New Orleans is not in compliance with sub-recipient monitoring compliance
requirements.

Recommendation

We recommend that management of the City of New Orleans ensure that all sub-recipients
receiving pass-through federal funds submit audit reports as required by contractual
agreement and Federal regulations and in cases of continued inability or unwillingness of a
sub-recipient to have the required audits, the City take appropriate action using sanctions,
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SCHEDULFE XX

CITY OF NEW ORLEANS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FEDERAL COMPLIANCE

Audit Finding Reference Number

2007-08 Sub-recipient Monitoring

Federal Program and Specific Federal Award Identification.

Federal Agency/CFDA Number and Title

.S, Department of Housing and Urban Development
14218  Community Development Block Grant

14239  Home Investment Pattnership Program

14.241  Housing Opportunities for Persons with AIDS

14248  Community Development Block Grant - Section 108
Grantee Loans

U.S. Departtment of Health and Human Services
93.914  HIV Emergency Relief Project Grant-Ryan White

Federal Award Year
December 31, 2007

Pass-Through Entity

Not Applicable
Criteria

OMB Circular A-133 Compliance Supplement Part 3, Section M stipulates that a pass-
through entity is responsible for “During-the-Award Monitoring” of the sub-recipient’s use
of Federal awards through reporting, site visits, regular contact and other means to provide
reasonable assurance that the sub-recipient administers Federal awards in compliance with
laws, regulations, and the provisions of contracts or grant agrecmcnts and that performance
goals are achieved,
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SCHEDULE Il

CITY OF NEW ORLEANS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FEDERAL COMPLIANCE

Audit Finding Reference Number

2007- 08 Sub-recipient Monitoring, continued

Conditions and Perspectives

During our audit, we noted that management of the City of New Orleans continues to utilize
agreed-upon procedures engagements to assist in fulfilling its sub-recipient monitoring
responsibilities in addition to the sub-recipient monitoring field reports prepared internally.
However, our review of sub-recipient agreed-upon procedures monitoring reports as well as
sub-recipient monitoring field reports indicated that & majority of the sub-recipient
monitoring was performed subsequent to the award period (after December 31, 2007) and
many of the agreed-upon procedures reports were still in “Draft” form as of June 20, 2008
(the date of this report).

Cause

The City of New Orleans continues to need improvement related to certain aspects of sub-
recipient monitoring.

Questioned Costs

For purposes of this finding, we have not questioned any costs.
Effect

it appears that the City of New Orleans is not in compliance with “During-the-Award
Monitoring” sub-recipient monitoring compliance requirements,

Recommendaiion

We recommend that management of the City of New Orleans ensure that all sub-recipients

receiving pass-through federal funds are monitored during the award pericd to ensure that -

sub-recipients are administering Federal awards in compliance with laws, regulations and the
provisions of contracts and grant agreements and if performance goals are being achieved.
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CITY OF NEW ORLEANS
CURRENT STATUS OF OTHER AUDITS
AND PROGRAM REVIEWS
PERFORMED BY FEDERAL AGENCIES

FEDERAL AGENCY: U.S. DEPARTMENT OF HOUSING AND URBAN
DEVELOPMENT

SUBJECT: MONITORING AND TECHNICAL ASSISTANCE SITE VISIT

AUDIT PERIOD: FISCAL YEAR 2001

Background

On May 23, 2002, the City received notification from the U.S. Department of Housing and
Urban Development (HUD) indicating that as a result of the monitoring and technical
assistance site visit fifteen (15) programmatic/fiscal findings were cited. Additionally,
questioned costs of $11,116 related to the Community Development Block Grant (CDBG)
were deemed nct necessary for the operation of the CDBG program. The monitoring and
technical assistance site visit report also contained four (4) areas of concern that while not
based on statutory or regulatory requirements, if left uncorrected could become a finding.
The City submitted corrective action plans to the findings. A communication dated April 9,
2004 from HUD indicating that five (5) findings remained open. Subsequently on January
21, 2005, the City was notified that only four (4) findings remained open. In correspondence
dated June 17, 2005, the City received notice that two (2} findings remain open. Both
concern the development of regulatory agreements in order to come to full compliance with
the minimum period of affordability.

Current Status

No Change.
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CITY OF NEW ORLEANS
CURRENT STATUS OF OTHER AUDITS
AND PROGRAM REVIEWS
PERFORMED BY FEDERAL AGENCIES

FEDERAL AGENCY: U.S. DEPARTMENT OF HOUSING AND URBAN
DEVELOPMENT

SUBJECT: MONITORING AND TECHNICAL ASSISTANCE SITE VISIT
AUDIT PERIOD: FISCAL YEAR 2002

Backpround

On March 12, 2003, the City received notification from the U.S. Department of Housing and
Urban Development (HUD) indicating that as a result of the monitoring and technical
assistance site visit twenty-one (21) programmatic/fiscal findings were cited. Additionally,
questioned cost of $33,484 related to the Community Development Block Grant (CDBG)
program and Home Investment Partnership (HOME) program were deemed not necessary for
the operation of the programs. The monitoring and technical assistance site visit report also
contained four (4) areas of concern that while not based on statutory or regulatory
requirements, if left uncorrected could become a finding. The City submitted corrective
action plans to the findings. A communication dated April 9, 2004, related to the status of the
monitoring findings contained in HUD’s March 12, 2003, indicated that five (5) findings
remained open including one (1) finding that could result in the City paying back to the
HOME program from non-federal funds a total of $4,065,046. Subsequently, on January 21,
2005, the City was notified that based on additional documentation provided by the City only
two (2) findings remain open including the potential $4,065,046 payback. In correspondence
dated June 17, 2005, the City received notice that one (1) of the remaining two (2) findings
has been cleared and one (1) rermains open. The open finding pertains to HOME Assisted
Rental Units Not Under Rental Affordability Requirements and the potential required
payback has been reduced to $688,573.

Current Status

No Change.
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CITY OF NEW ORLEANS
CURRENT STATUS OF OTHER AUDITS
AND PROGRAM REVIEWS
PERFORMED BY FEDERAL AGENCIES

FEDERAL AGENCY: U.S, DEPARTMENT OF HOUSING AND URBAN
' DEVELOPMENT

SUBJECT: MONITORING AND TECHNICAL ASSISTANCE SITE VISIT

AUDIT PERIOD: FISCAL YEAR 2003

Background

On April 9, 2004, the City received notification from the U.S. Department of Housing and
Urban Development (HUD) related to the fiscal year 2003 monitoring visit which focused on
the findings contained in the March 12, 2003 monitoring report. That report contained three
findings. A corrective action plan was submitied by the City on May 10, 2004. Subsequently,
on January 21, 2005, the City was notified that based on that additional documentation only
one (1) finding remained open. In correspondence dated June 17, 2005, the City received
notice that the remaining one (1) finding remains open. :

Current Status

No Change.
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CITY OF NEW ORLEANS
CURRENT STATUS OF OTHER AUDITS
AND PROGRAM REVIEWS
PERFORMED BY FEDERAL AGENCIES

FEDERAL AGENCY: U.S. DEPARTMENT OF HOUSING AND URBAN
DEVELOPMENT

SUBJECT: MONITORING AND TECHNICAL ASSISTANCE SITE VISIT

AUDIT PERIOD: FISCAL YEAR 2005

Background

In correspondence dated June 23, 2005, the City received notice of the occurrence of
Meonitoring/Technical Assistance Site Visit. That visit encompassed 2004 and 2005.
Subsequently, in correspondence dated November 13, 2006, the City received notice of the
results of the Monitoring/Technical Assistance Visit that included eight (8) observations,
including one that related to a match deficiency of $1,611,203 related to HOME funds
expended during the period beginning in 1993 and ending in 2005. HUD granted forgiveness
for match for 2003, The required match for 2004 and 2005 was $1,325,656 and
documentation delineating meeting the match requirement for 2004 and 2005 will be
submitted to HUD.

Current Status

No Change.
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CITY OF NEW ORLEANS
CURRENT STATUS OF OTHER AUDITS.
AND PROGRAM REVIEWS
PERFORMED BY FEDERAL AGENCIES

FEDERAL AGENCY: U.S. DEPARTMENT OF HOUSING AND URBAN
DEVELOPMENT

SUBJECT: TIMELINESS NOTIFICATION

AUDIT PERIOD: N/A

Background

Pursuant to 24 CFR § 570.902 of the Community Development Block Grant (CDBG)
regulations, HUD reviewed the City of New Orleans for compliance with the requirements
for carrying out a CDBG program in a timely manner. A grantee is considered to be in
compliance, if 60 days prior to the end of its program year there is nc more than 1.5 times its
annual grant remaining in the line-of-credit. When the 60-day test was conducted on
November 2, 2006, it was calculated that the City had a balance in its line-of-credit of 1.69
times its annual grant. Accordingly the City is not in compliance with the timeliness

standard.

Current Status

No Change.

Management Response

The 60 day testing indicated a line of credit of 1.69 times the annual grant. However, the
correspondence from HUD dated January 7, 2007 indicated that a subsequent test would be
conducted on November 2, 2007. If we were non-compliant, there would be a reduction in
our 2006 in the amount excess the 1.5 times the annual grant. There was no such reduction.
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CITY OF NEW ORLEANS
EXIT CONFERENCE

An exit conference and other meetings were held with the City of New Orleans to discuss the
Single Audit report. Those who were in attendance and participated in those discussions are
noted below. The applicable sections of the Single Audit report were also discussed with the
respective fiscal and programmatic department heads and staff.

CITY OF NEW ORLEANS
Councilmember Cynthia Hedge-Morrell -- Chairperson, Budget/Audit/BoR Committee
Counci] President Arnie Fielkow -- Member, Budget/Audit/BoR Committee
Councilmember Stacy S. Head -- Member, Budget/Audit/BoR Committee
Ms, Julie Schwam Harris - -- Director, Federal and State Programs
Mr. Charles Winchester -- Director, Compliance and Monitoring
Mr. Reginald Zeno -- Director, Finance
Mr. Derrick Muse . -- Deputy Director of Finance
Mr. Kim Delarge -- Comptroller

BRUNO & TERVALON LLP, CERTIFIED PUBLIC ACCOUNTANTS

Mr. Michael B. Bruno, CPA — Managing Partner
Mr. Armand E. Pinkney -~ Engagement Manager
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SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FINDINGS

City of New Orleans
For the Year Ended December 31, 2007

Finding Title: Subrecipient Monitaring
Reference Number(s): 2006-01

(irom attached schedule of findings, may include mare than one}
Initizl Year of Finding: 2005
Amount of Questioned Costs in Finding: $ -0-

Status of Questioned Costs (check one): Resolved Unresolved: N/A X

Briefly describe the status of the Questionaed Costs. Wers they refunded to federal government?
Are they siill in negotiation?
Not Applicable

Page Number (from Single Audit Report): 28

CFDA Numbers and Program Name(s): 14.218 Community Development Block Grant; 14.221
Urban Development Action Grant-Grantee Loans; 14.221 Community Development Block
Grant-Section 108 14.248; 83.914 HIV Emergency Rslief Project Grant-Ryan White-

Federal Grantor Agency(ies): U.S. Depariment of Housing and Urban Development; U.S.
Department of Health and Human Services

Status of Finding (cneck one):

Fully Corrected X Not Corracted
Partially Corrected No Further Action Needed
Change of Corrective Action {See OMB A-133 Section 315(b)(4)}

Description of Status: (include corrective action planned and anticipated completion date, if applicable):

In 2006, the Management of the City of New Orleans resstablished its Independent monitoring of

sub-reciplents’ fiscal and programmatic activities. Subrecipient monitoring was also conducied

by the City’s stalf. Management completed all scheduled 2008 monitoring by

December 31, 2007.

Preparet’s Signature:
-

Phone Number: 5 £/
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SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FINDINGS
City of New Orleans
For the Year Ended December 31, 2007
Finding Title: Departmental Monitoring
Refarence Number{s): 2006-02

{frorn attached schedule of findings, may fncluda mare than one}
Initial Year of Finding: 2005
Amount of Questioned Costs in Finding: $ -0-

Status of Questioned Costs (check one): Besolved Unresolved: N/A X

Briefly describe the status of the Questioned Costs. Were they refunded to federal government?
Are they still in negotiation?
Not Apnlicable

Page Number (from Single Audit Report): 30

CFDA Numbers and Program Name(s): 14.218 - Community Development Block Grant;
17.258 — Warkforce Investment Act-Adult; 17.259 — Workforce Investment Act-Youth;
17.260 — Workforce Investment Act-Dislocated Worker; 93.814 ~ HIV Emergency Relief Project

Grant-Ryan White; 97.008 — Urban Areas Security Initiatives; 97.030 — Special Community

Disaster Loans

Federal Grantor Age'ncy(ies): U. S. Department of Housing and Urban Developmént; U.S.
Department of Labor; U.S. Department of Health and Human Services; U.S. Department of
Homeland security '

Status of Finding (check one):

Fully Corrected X Not Corrected :
Partially Ccrrected ‘No Further Action Needed
Change of Corrective Action {380 OMB A-133 Section 315(b)(4)}

Description of Status: (include corrective action planned and anticlpated completion date. If applicable):

i |

The Management of tha City of New Orleans implemented internal control procedures to

monitor departmental programmatic activities.

Preparer's Signaturs;

Phone Number: @/
t e A .
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SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FINDINGS
City of New Orleans

For the Year Ended December 31, 2007
Finding Title: Activities Allowed or Unallowed

Reference Number(s): 2006-03

(from attached schedule of findings, may include mcre than ane}
Initial Year of Finding: 2006
Amount of Questioned Costs in Finding: § -0-

Status of Questioned Costs {check one): Resolved Unresolved: ‘ N/A X

Briefly describe the status of the Questioned Costs. Were they refunded to federal government?
Are they stlll in negotiation?

Page Number (from Single Audit Report): 32

CFDA Numbers and Program Name(s): 97.036 Emergency Management — State and Local
Assistance

Federal Grantor Agency(ies): U.S. Depariment of Homeland Security

Status of Finding (chack ons}:

Fully Corrected Not Corrected
Partially Corrected X No Further Action Needed
Change of Corrective Action {(See OMB A-133 Section 315(b)(4))

DQSCTiptiQn of Status: {include corrective action planned and anticipated completion date, if applicable):

Three (3) of the five (5) transactions noted by the Independent Auditor have been approved

anc incorporated inic a project worksheet, Management of the City of New Orleans will

continue to work with FEMA on the remaining transactions.

Preparer's Signature: QWZ@MW fve 3'7 G

Phone Number: __ 2 jf @S‘g/ ‘/7('%@ /
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SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FINDINGS

City of New Orieans

For the Year Ended December 31, 2007
Finding Title: Reporting

Reference Number(s); 2006-04

{from attached schedule of findings, may include more than one)
Initial Year of Finding: 2005
Amount of Questioned Costs in Finding: $ -0-

Status of Questionad Costs (check one): Resolved Unresoclved: N/A X

Briefly describe the status of the Questioned Costs. Were they refunded to federal government?
Are they still in negotiztion?

Page Number (trom Single Audit Report): 34

CFDA Numbers and Program Name(s): 14.218 - Community Development Block Grant;
14.221- Urban Development Action Grants-Grantee Loans; 14.248 — Community Development
Biock Grant — Section 108 Grantee Loans; 16.710 Public Safety Parinership and Community
Policing; 17.258 ~ Workforce Investment Act-Aduit; 17.259 — Workforce Investment Act-Youth;
17.260 — Workforce Investment Act-Dislocated Worker; Workforce Investment Act- Workiorce
Incentive Grant; 20.108 — Airport Improvement Program-New Orleans Aviation Board; 93.914 —
HIV Emergency Relief Project Grant-Ryan White; 97.008 — Urban Areas Security Initiatives;
87.030 - Special Community Disaster Loans; 97.036 Emergency Management-State and Local
Assistance

Federal Grantor Agency(ies): U. S. Department of Housing and Urban Development; U.S.
Department of Justice; U.S, Department of Labor; U.S. Department of Transportation; U.S.
Department of Health and Human Services; U.S. Department of Homeland security

Status of Finding (check one):

Fully Corrected X Not Corrected
Partially Corrected No Further Action Needed
Change of Corrective Action (See OMB A-133 Section 315(b)(4)}

Description of Status: (include corrective action planned and anficipaled completion data, if applicablg):
The report was submitted in December of 2007. In the future, the Management of the City of

New Orleans will follow estabiished procedures to ensure compliance with OMB Circular A-133,

Preparet’s Signature:gﬂ'&'g/gﬂw}m 76;/3"";
Phone Number: 5@/ 6 Sg 4? é /




SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FINDINGS

City of New Orleans
For the Year Ended December 31, 2007

Finding Title: Subrecipient Monitoring
Reference Number(s): 2006-05

(from attached schedule of findings, may include more than one)
Initial Year of Finding: 2005
Amount of Questioned Costs in Finding: $ -0-

Status of Questioned Costs (check ons): Resolved Unresolved: N/A X

Briefly describe the status of the Questioned Costs. Were they refunded to federal government?
Are thay still in negotiation?
Not Applicable

Page Number {from single Auit Reporty: 37

CFDA Numbers and Program MName(s): 14.218 Community Development Block Grant, 14.221
Urban Development Action Grant-Grantee Loans; 14.221 Community Development Block
Grant-Section 108 14.248; 83.914 HIV Emergency Relief Project Grant-Ryan White

Federal Grantor Agency(ies): U.S. Department of Housing and Urban Development; U.S.
Department of Health and Human Services

Status of Finding (check one):

Fully Carrected X Not Corrected
Partially Corrected No Further Action Needed
Change of Corrective Action ) {Sea OMB A-133 Section 315({b){4)}

Description of Status: (include corrective action planned and anticipated completion dats, if applicable):

in 2008, the Management of the City of New Orleans reestablished its independent monitoring of

sub-regipients’ fiscal and programmatic activities, Subrecipient monitoring was also conducted

by the City’s staff. Management completed all scheduled 2006 monitoring by
December 31, 2007. .

Preparer's Signature:

Phone Number:

i et |




SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FlN.DINGS

City of New Orleans
For the Year Ended December 31, 2007

?
Finding Title: Departmental Monitoring
Reference Number(s): 2006-06 .

(fram attached schedule of findings, may Include more than one)
fnitial Year of Finding: 2005
Amount of Questioned Costs in Finding: $ -O-

Status of Questioned Costs (check one): Resclved Unresolved: N/A X

Briefly describe lhe status of the Questioned Cosis. Were they refunded to federal government‘?
Are thay still In negotiation?
Not Applicable

Page Numbear {from Single Audit Report): 40

CFDA Numbers and Program Name(s): 14.218 - Community Development Biock Grant;
17.258 — Workforce Investment Act-Adult; 17.259 - Worldorce Investment Act-Youth;

17.260 — Workforce Investment Act-Dislocated Worker; 83.914 — K1Y Emergency Relief Projact '

Grant-Ryan White; 97.008 — Urban Areas Security Initiatives; 97.030 — Special Community
Disaster Loans

Federal Grantor Agency(ies): U. S. Department of Housing and Urban Development; U.S.
Department of Labor; U.S. Department of Health and Human Services;, U.S. Department of
Homeland security

Status of Finding (check one):

Fully Corrected X . Not Corrected
Partially Corrected No Further Action Needed
Change of Corrective Action {See OMB A-133 Section 315(b)(4)}

Description of Status: (include corrective action planned and anticipated completion date, #f applicable):

The Management of the City of New Orleans implemented internal controt procedures to

monitor departmental programmatic activities.

Pregarer's Signature WWW

Phone Number: CZZ é gg W ép/




SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FINDINGS
City of New Orleans

For the Year Ended December 31, 2007
Finding Title: Sub-recipient Monitoring

Reference Number(s): 2005-01
(from attached scheduie of findings, may Include more than one)

initial Year of Finding: 2005
Amount of Quastioned Costs in Finding: § -0-

Status of Questioned Costs (check one): Resolved Unresolveq: N/A X

Briefly describe the status of the Questioned Costs. Were they refunded to federal government?
Are they still in negotiation?
Not Applicabie

Page Number (from Single Audit Report): 29

CFDA Numbers and Program Name(s): 14,218 - Community Development Block Grant;

14.221 Urban Development Action Grants-Grantee Loans; 14,232 Home Investment
Partnership Program; 14.248 Community Development Block Grant-Section 108 Grantee
Loans; 83.914 HIV Emergency Relief Project Grant —Ryan White; 93.926 — Health Siart
Initiatives-Great Expectations Program.

Federal Grantor Agency(ies): U.S. Depariment of Housing and Urban D_evelopmént; u.s.
Department of Health and Human Services

Status of Finding (check one):

Fully Corrected - X Not Corrected ‘
Fartialy Corrected No Further Action Needed
Change of Corrective Action {See OMB A-133 Saction 315(b)(4)}

Description of Status: (inciuds corrective action planned and anticipated completion date, if applicable):

The CNO has reestablished its independent monitcring of sub-recipients’ fiscal and

programmatic activities and is fully compliant.

Preparer's Signature;

Phone Number:

FPage 1
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SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FINDINGS

City of New Orleans

For the Year £nded December 31, 2007
. Finding Title: Departmental Monitoring '

Reference Number(s): 2005-02
{from attachaed schedule of findings, may Include more than ona)

Initial Year of Finding: 2005
Amount of Questioned Costs in Finding: $ -0-

Status of Questioned Costs (check one): Resolved Unresolved: N/A X

Briefly describe the status of the Questioned Costs. Were they refunded to federal government?
Are they still in negotiation?
Not Applicable

Page Number (from Single Audit Repor)): 31

CFDA Numbers and Program Name(s): 10.557 Special Supplemental Nutrition Program for
Women Infants and Children; 14.218 — Community Development Block Grant; 14.239 Home
investment Partnership Program; 17.258 Workforce Investment Act-Adult; 17.259 Workforce
Investment Act-Youth; 17.260 Workiorce Investment Act-Dislocate Worker; 93.914 HIV
Emergency Relief Project Grant-Ryan White; 93.9268 Healthy Start Initiative-Great Expectations
Program; 97.030 Special Community Disaster Loans; 97.036 Emergency Management-State
and Local Assistance.

Federal Grantor Agency(ies): U.S. Department of Agriculture; U.S. Department of Housing and
Urban Development; U.S. Department of Labor; U.S. Depariment of Health and Human
Services; U.S. Department of Homeland Security.

Status of Finding {check one):

Fully Corrected Not Corrected
Partialty Corrected X No Further Actiocn Needed
Change of Corrective Action {Sea OMB A-133 Section 315{b)(4))

Description of Status: (include correstive action planned and anticipated completion date, if applicabla):

The Management of the City of New Orleans has implemented internal controls to monitor

deparimental programmatic activities.

Preparer's Signatureﬁ 0‘4'*0 W

5¢ ¥4 ¢/

Fhone Number:

Page 1
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SUMMARY SCHEDULE OF PRICR FEDERAL AUDIT FINDINGS
Cify of New Orleans

For the Year Endsed December 31, 2007
Finding Title; Davis-Bacon Act
Reference Number(s): 2005-03

{from attached schedule of findings, may include more than one)

[nitial Year of Finding: 1998
Amount of Questioned Costs in Finding: $ -0-

Status of Questioned Costs (check one): Resolved Unresolved: N/A X

Briefly describe the status of the Questioned Costs. Were they refunded to federal government?
Areg they still in negotiation?
Not Applicabls

Page Numbet (irom Single Audit Repor): 34

CFDA Numbers and Program Name(s): 14.218 — Community Development Block Grant;
14.239 Home Investment Parinership Program.

Federal Grantor Agency(ies): U.S. Department of Housing and Urban Development

Status of Finding (check one):

Fully Corrected ‘ Not Corrected
Partially Corrected X Nc Further Action Needed
Change of Corrective Action " {See DMB A-133 Section 315(b)(4)}

Description of Staius: finclude corrective action planned and anlicipated complation date, if applicable):

The managsment of the CNO has developed and impiemented formal procedures for

monitoring contractors for compliance with the Davis-Bacon Act and will adhere to the

gstablished procedures and strengthen internal control with regard 1o tracking construction

activities subject to the provisions of the act.

Preparet’s Signature; H-M M’ﬂr W
Phone Number: {q& égg ¢‘f@/
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SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FINDINGS
City of New Orleans

For the Year Ended December 31, 2007
Finding Title: Eligibility

Reference Number(s): 2005-04

{from altached schedule of findings, may include more than ong)
Initial Year of Finding: 2001
Amount of Questionad Costs in Finding: $ -0-

Status of Questioned Costs (check one): Resolved Unresolved: N/A X

Briefly describe the status of the Questioned Costs. Wers they refunded to federal government?
Are they still in negotiation?
Not Applicable

Page Number (rom Single Audit Report): 356

CFDA Numbers and Program Name(s): 10.557 — Special Supplemental Nutrition Program For
Women, infants and Children;14.239 ’

Federal Grantor Agency(ies): U.S. Department of Agricuiture

Status of Finding (check one):

Fully Corrected ‘ X Not Corrected
Partially Corrected - No Further Action Needed
Change of Corrective Action {See OMB A-133 Soction 315(0)(4})

Description of Status: (include corrective action planned and anticipated compietion date, if applicabla):

Eligibility issues related to the WIC program has been resolved, The Management of the City

of New Orleans will continue to use paper records on participants. Management will also

utilize the State web based computer sysiem called “PHAME” to further protect participants’

eligibility records from being desiroyed in the event of a disaster.

Preparer's Signature:

Phone Number: «’)/O? @S:g (/Z /

Page 1




SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FINDINGS
City of New Orleans

For the Year Ended December 31, 2007
" Finding Title: Matching
Reference Number(s): 2005-05

(from attached schedule of findings, may include mora than one)
Initial Year of Finding: 1998 |
Amount of Questioned Costs in Finding: $ 539,264.00

Status of Questioned Costs (check one): Resolved ___X____ Unresolved: N/A X

Briefly describe the staius of the Questioned Costs. Were they refunded to federal government?
Are they still in negotiation?
The Management of the City of New Orleans has confirmed eligible match.

Page Number (trom Single Audit Report): 38
CFDA Numbers and Program Name(s): 14.238 - Home Investment Partnership Program
Federal Grantor Agency(ies): U.S. Department of Housing and Urban Development.

Status of Finding (check one):

Fully Corrected X Not Corrected
Partially Corrected No Further Action Needed
Change of Corrective Action {See OMB A-133 Saction 315(b)(4)}

Dascription of Status: (include correctiva action planned and anticipated completion date, if applicable):

The Managemant of the City of New Orleans has confirmed eligible match. General funds were used
for match. '

Preparer's Signature:

Phone Number:; 56% G?S/’g yé&/ |

Page 1
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SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FINDINGS

~ City of New Orleans

For the Year Ended December 31, 2007
Finding Title: Earmarking
Reference Number(s): 2005-06

{from attached schedule of findings, may include more than one)
Initial Year of Finding: 2001
Amount of Questioned Costs in Finding: $ -0-

Status of Questioned Costs {check ong): Resolved Unresolved: N/A X

Briefly describe the status of the Quaestioned Costs. Were they refunded to federal government?
Are they still in negotiation?

Page Number {from Single Audit F{ej'..non): 40
CFDA Numbers and Program Name(s): 93.214 HIV Emergency Relief..
Federal Grantor Agency(ies): U.S. Depariment of Hsalth and Human Searvices.

Status of Finding {check one};

Fully Corrected X Not Corrected
Partially Corrected No Further Action Needed
Change of Corrective Action {See OMB A-133 Section 315(b)(4)}

Description of Status: (inciude correctiva action planned and anticipated complation date, if applicable):

The AIDS statistics are provided to the CNO by the Stats.

Preparer's Slgnature OWW%

Phone Number:; Lﬁ% 43537 Wé/




SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FINDINGS
City of New Orieans

For the Year Ended December 31, 2007
Finding Titls: Earmarking
Reference Numbet(s): 2005-07

{irom attached schedulg of findings, may include more than one)
Initial Year of Finding: 2005
Amount of Questioned Costs in Finding: $ -0-

Status of Questionad Costs {check one): Resolved Unresolvad: N/A X

Briefty describe the status of the Questioned Costs. Were they refunded fo federal government?
Are they still in negotiation?
Not Appliicable

Page Number (from Single Aucit Report): 42
CFDA Numbers and Program Name(s): 17.259  Workforce Investment Act - Youth
Federal Grantor Agency(ies): U.S. Department of Labor

Status of Finding (check ona):

Fully Corrected . Not Corrected
Partially Corrected No Further Action Needed X
Change of Corrective Action {See OMB A-133 Section 315(b)(4)}

Description of Status: (includa comractive action planned and anticipatsd completion data, If applicable):

This finding was resolved with the State Department of Labor.

Preparer's Slgnature WW

Phone Number: _% Sg (16 <:=‘/

Page 1



SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FINDINGS

City of New Orleans

For the Year Ended December 31, 2007
Finding Title; Reporting
Reference Number(s): 2005-08

{from attached schedule of findings, may include more than ona)
Initial Year of Finding: 2005
Amount of Questioned Costs in Finding: $ -0-

Status of Questioned Costs (check one): Resolvad Unresolved: N/A X

Briefly describe the status of the Quastioned Costs. Were they refunded io federal government?
Are they still in negotiation?
Not Applicable

Page Number (trom Single Audit Reporty: 44

CFDA Numbers and Program Name(s): 10.557 Special Supplemental Nutrition Program for
Women Infants and Children; 14.218 - Community Deveiopment Biock Grant; 14.221 Urban
Development Action Grants-Grantee Loans; 14.239 Home Investment Partnership Program,
14.248 Community Development Block Grant-Section 108 Grantee Loans; 17.258 Workforce
" Investmeant Act-Adult; 17.259 Workforce investment Act-Youth; 17.260 Waorkforce Investment
Act-Dislocate Worker; 93.914 HIV Emergency Relief Project Grant —Ryan White; 93.926 -
Health Start Initiatives-Great Expectations Program; 97.030 Special Community Disaster
Loans; 97.036 Emergency Management-state and Local Assistance.

Federal Grantor Agency(ies): U.S Depariment of Agriculture; U.S. Department of Housing and
Urban Development; U.S. Department of Labor; U.S. Department of Health and Human
Services; U.S. Department of Homeland Security

Status of Finding {check one):

Fully Corrected . Not Corrected
Partially Cotrected No Further Action Needed X
Change of Corrective Action {Sae GMB A-133 Section 315(b)(4})}

Description of Status: (includs corractive sction planned and anticipated completion date, if applicable):

Although it was late, the Management of the City of New Orleans submitted the completed

data collection form and the single audit reporting package to the Legislative Auditor’s office.

' J
Preparer's Signature; MM%@

Phone Number: 5/5)7’/ & gﬁ M///

Page 1
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SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FINDINGS

City of New Orleans

For the Year Ended December 31, 2007
Finding Title: Sub-recipient Monitoring
* Refersnce Number(s): 2005-09

(from attached schedule of findings, may Include more than one)
Initial Year of Finding: 2005

Amount of Questioned Costs in Finding: $ -0-

Status of Questioned Costs (check one): Resolved Unresolved: N/A X

Briefly describe the status of the Questioned Costs. Were they refunded to federal government?
Are they still in negotiation?
Not Applicable

Page Number (from Stngle Audit Report): 47

CFDA Numbers and Program Name(s): CFDA Numbers and Program Name(s): 14,218 -
Community Development Block Grant; 14.221 Urban Development Action Grants-Grantes
Loans; 14,239 Home Investment Partnership Program; 14.248 Community Development Block
Grant-Section 108 Grantee Loans; 93.914 HIV Emergency Relief Project Grant —Ryan White;
93.926 — Health Start Initiatives-Great Expeciations Program.

Federal Grantor Agency(ies): U.S. Depariment of Housing and Urban Development; U.S.
Department of Health and Human Services

Status of Finding (check one):

Fully Corrected X Not Correctad
Partially Corrected No Further Action Needed
Change of Corrective Action {See OMB A-133 Section 315{b)(4}}

Description of Status: (include correstive action planned and antlcipated completion date, it applicable):
The CNO has reestablished its independent monitoring of sub-recipients’ fiscal and
programmatic activities and is fully compliant.

Preparer's Signatu

- 55 AL /

Page 1




SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FINDINGS
City of New Orleans

For.the Year Ended December 31, 2007
Finding Title: Departmental Monitoring

Reference Number(s): 2005-10
{from attached scheduls of findings, may include more than one)

Initial Year of Finding: 2005
Amount of Questioned Casts in Finding: $ -0-

Status of Questioned Costs (chesk one): Resolved Unresolved: N/A X

Briefly describe the status of the Questioned Costs. Were they refunded to federal government?
Ara they still in negotiation?
Not Applicable

Page Number {from Singls Audit Report): 50

CFDA Numbers and Program Name(s): 10.557 Special Supplemental Nutrition Program for
Women infants and Children; 14.218 — Community Development Block Grant; 14.239 Home
Investment Partnership Program; 17.258 Workforce Investment Act-Adult; 17.259 Workforce
Investment Act-Youth; 17.260 Workforce Investment Act-Dislocate Worker; 93.614 HIV
Emergency Relief Project Grant-Ryan White; 83.926 Healthy Start Initiative-Great Expectations
Program; 97.030 Special Community Disaster Loans; 97.036 Emergency Management-State
and Local Assistance.

Federal Grantor Agency(ies). U.S. Department of Agriculture; U.S. Department of Housing and
Urban Development; U.S. Department of Labor; U.S. Department of Health and Human
Serviges; U.S. Department of Homeland Security. :

Status of Finding (chesk one):

Fuliy Corrected X Not Corrected
Partially Corrected No Further Action Needed
Change of Corrective Action {Sea OME A-133 Saction 315(b)(4))

Description of Status: (include corrective action planned and anticipated completion date, if applicable):

The Management of the City of New Orieans has implemented internal controls to monitor

departmental programmatic activitiss.

Preparer's Signature% Aﬁ({j W Qé’]ﬂm""

(58 9947

Phone Number:

Page 1



SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FINDINGS
City of New Orleans

For the Year Ended December 31, 2007
Finding Title: Other Monitoring

Reference Number(s): 2005-11

(from attached schedule of findings, may includs more than one)
Initial Year of Finding: 2004
Ameount of Questioned Costs in Finding: $ -0-

Status of Questioned Costs (check one): Resolved Unresolved: N/A X

Briefly describs the status of the Quastionad Costs. Were they refunded to faderal government?
Are they still in negotiation?

Page Number (from Single Audit Report): 54

- CFDA Numbers and Program Name(s): 14.218 Community Deveiopment Block Grant; 14.239
- Home Investment Partnership Program; 94.814 HIV Emergency Relief Project Grant-Ryan
White

Federa! Grantor Agency(ies): U.S. Department of Housing and Urban Development; U.S.
Department of Health and Human Services

Staius of Finding (eheck one):

Fully Corrected Not Corrected
Partiaily Corrected X No Further Action Needed
Change of Corrective Action {See OMB A-133 Section 315(b)(4)}

Description of Status: (nclude corrective action planned and anticipated compietion date, If applicable);

The management of the City of New Orleans is continuing to pursue receipt of delinguent

audit reports. . :

~ Preparer's Signature%éw&m ﬂ?]p%-z/b

Sof 453 Y9t/

Phone Number:

Page 1



SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FINDINGS
City of New Orleans

For the Year Ended December 31, 2007
Finding Title: Special Test and Provisions — On-Site Inspections

Reference Number(s): 2005-12
. (from attached scheduls of findings, may include more than one}

Initial Year of Finding: 1899
Amount of Questioned Costs in Finding: $ -0-

Status of Questioned Costs (check one): Resolved Unresolved: N/A X

Briefly describe the status of the Questionad Costs. Were they refunded to federal government?
Are thay still in negotiation?

Page Number (frem Single Audit Report: 56
CFDA Numbers and Program Name(s): 14.239 — Home Investment Partnarship Prdgram
Federal Grantor Agsncy(ies): U.S. Department of Housing and Urban Development.

Status of Finding (check one):

Fully Corrected . Not Corrected
Partially Corrected X No Further Action Needed
Change of Correclive Action {See OMB A-133 Section 315(b){4)}

Description of Status: (include corractive action planned and anticipated completion date, if applicable):

The CNO has not completed all reguired site-inspections.

Preparer's Signature: Qﬂéy %Wm W
Phone Number: ﬂ 5&{1 é‘g ¢f@/

Pagse 1




SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FINDINGS
City of New Orleans

For the Year Ended December 31, 2007
Finding Title: Cost Allocation

Reference Number(s): 2004-01  {from atizched schedufs of findings, may include more than one)
Initial Year of Finding: 2004
Amount of Questioned Costs in Finding: §$ -0-

Status of Questioned Costs {check cne): Resolved Unresolved: N/A X

Briefly describe the status of the Questionad Costs. Were they refunded to federal govarnment?
Are they still in negotiation? '
Not Applicable

Page Number (from Single Audit Report): 39

CFDA Numbers and Program Name(s): 14.218 — Community Development Block Grant,
14,239 - Home investment Partnership Program

Federal Granior Agency(ies): U.S. Department of Housing and Urban Development

Status of Finding (check cne):
Fully Corrected X Not Corrected
Partially Corrected No Further Action Needed
Change of Corrective Action {See OMB A-133 Section 315(b)(4}}

Description of Status: (includas corrective action plannad and anticipated complstion date, if applicable):

The management of the CNO has implemented steps 1o correct the situation and

implemented procedures to ensure compliance in the future.

Preparer’s Signatur LAMW? !%:2: =

Phone Number: &7} 'égg 7'9@_[‘

Page 1



SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FINDINGS
City of New Orleans

For the Year Ended December 31, 2007
Finding Titie: Cash Management

Reference Number(s): 2004-02 (irom attached schedule of findings, may include mare then one)
initial Year of Finding: 2004
Amount of Questionad Costs in Finding: $ -0-

Status of Questioned Cests {check ene): Rasolved Unresolved: N/A X

Briefly descritbe the status of the Questioned Costs. Were they refunded to federai government?
Are they still in negotiation?
Not Applicable

Page Number (from Single Audit Report): 41
CFDA Numbers and Program Name(s): 14.239 - Home Investment Partnership Program
Federal Grantor Agency(ies): U.S. Department of Housing and Urban Development

Status of Finding (check ene):

Fully Correcied X ' Not Corrected
Partially Corrected No Further Action Needed
Change of Corractive Action {See OMB A-133 Saction 315(b)(4)}

Description of Status: (nclude corective action planned and anlicipeted completion date, if appliceble):

The management of the CNO has implemented steps to correct the situation and

implemented procedures to ensure compiiance in the future.

| .
Preparer's Signaturezgw& Vi W

Phone Number: @34 @gg %9@/

Page 1



SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FINDINGS
City of New Orisans

For the Year Ended December 31, 2007
Finding Titie: Davis-Bacon Act

Reference Number(s): 2004-03 (jrom attached schedule of findings, may include more than ons)
“Initial Year of Finding: 1998
Amount of Questioned Costs in Finding: $ -0-

Status of Questioned Costs {check one}: Resolved Unresolved: N/A X

Briefly describe the status of the Questioned Costs. Were they refunded to federal governmant?
Are they still in negotiation?
Not Applicable

Page Number (from Single Audit Repon): 43

CFDA Numbers and Program Name(s): 14.218 — Community Development Block Grant;
14.239 - Home Investment Parthership Program

Federal Grantor Agency(ies): U.S. Department of Housing and Urban Development

Status of Finding (check one):
Fully Corrected A Not Corrected .
Partially Corrected X No Further Action Needed
Change of Corrective Action {3ee OMB A-133 Section 315(b)(4))

Description of Status: (include corrective action planned and anticipated completion date, if applicabie):

The management of the CNO is adhering 1o established procedures and have strengthened

internal controls with regard to tracking construction activities subject to the provisions of the

Davis Bacon Act and monitoring contractors and/or subcontractors for compliance with the

Davis —Bacon Act.

Preparer’s Signature; V‘% W’G

Phone Number: @Sf

Page 1



SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FINDINGS

City of New Orleans

For the Year Ended December 31, 2007
Finding Title: Eligibility

Reference Number(s): 2004-04 (from atiached schedule ¢f findings, may include mare than one}
Initial Year of Finding: 1999
- Amount of Questioned Casts in Finding: $ -0-

Status of Questioned Costs {check one): Resolved Unresolved: N/A X

Briefly describe the status of the Questioned Costs. Were they refunded to federal government?
Ara they still in negotiation?
Not Applicabie

Page Number (trom Single Audit Report): 45
. CFDA Numbers and Program Name(s): 14.23S - Home Investment Parinership Program
Federal Grantor Agency{iss): U.S. Department of Housing and Urban Development

Status of Finding (check one):

Fully Corrected X Not Corrected
Partially Carrected No Further Action Needed
Change of Corrective Action 7 {See CMB A-133 Section 315{b){4)}

Description of Status: (ncluds corrective action planned and anticipated completion dats, it applicable):

The management of the CNQO is adhering to established procedures.

Preparer's Sighature: LQ“J iﬂ//%%/)’” ‘;A/W
Phone Number: %g @Sg q? @/

Page 1




. SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FINDINGS
City of New Orleans

For the Year Ended December 31, 2007
Finding Title: Equipment and Real Property Management

Reference Number(s): 2004-05 (trom attached scheduls of findings, may include more than one)
initial Year of Finding: 2004

Amount of Questioned Costs in Finding: $ -0-

Status of Questioned Costs (check one): Resolved Unresolved: N/A X

Briefly describe the status of the Questicned Costs. Were they refunded to federal government?
Are they still in negotiation?
Not Applicable

Page Number (rom Single Audit Report): 47

CFDA Numbers and Program Name(s): 14.218 — Community Development Block Grant
14.230 - Home Investment Partnsership Program

Federal Grantor Agency(ies): U.S. Department of Housing and Urban Development

Status of Finding (check ons):

Fully Corrected X Not Corrected
Partially Corrected No Further Action Needed
Change of Corrective Action {See OMB A-1233 Section 315(b){4)}

Description of Status: (include corrective action planned and anticlpated complation date, If applicabie):

The management of the CNO has cerrected ihe situation and

implemented procedures o ensure compliance in the future.

Preparer's Signature:

Phone Number:




SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FINDINGS

City of New Orleans

For the Year Ended December 31, 2007
Finding Title: Matching
Reference Number(s): 2004-08 (from attached schedule of findings, may include more than one)

Initial Year of Finding: 1998
Amount of Questioned Costs in Finding: $ 786,391
Unresoived: __X___ N/A X

Briefly describe the stalus of the Questioned Costs. Were they refunded to federal governmsnt?
Are thay still in negotiation?
Still in negotiation.

Status of Questioned Costs (check one): Besolvad

Page Number (from Single Audit Report): 50
CFDA Numbers and Program Name(s):14.233 - Hcrme Investment Partnership Program
Federal Grantor Agaency(ies): U.S. Department of Housing and Urban Development

Status of Finding (check one):

Fuliy Corrected X Not Corrected
Partially Corrected - No Further Action Needed
Change of Corrective Action {See OMB A-133 Section 315(b)(4)}

Description of Status: (nclude corrective action planned and anticipated completion date, if applicable);

The management of the CNO has documentation to substantiate the above guestioned

Costs for the HOME Match requirements.

Preparer's Signature: Q'—‘-éu‘f/ %—rx %“\’7

Phone Number: 5,6& ‘-{”gg (iLé 4’ /

Page 1



SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FINDINGS
City of New Orleans

For the Year Endad December 31, 2007
Finding Title: Earmarking

Reference Number(s): 2004-07 (irom attached schedule of findings, may include mora than one)

Initial Year of Finding: 2000

Amount of Questicned Costs in Finding: $ 39,539

Unresolved: __ X___N/A X
Briefly describe the status of the Questioned Costs. Were ihey refunded to federal government?

Are they still in negolialion?
Still in negotiation.

Status of Questioned Costs {check one): Resolved

Page Numbsr (from Single Audit Report): 52
CFDA Numbers and Pregram Name(s):14.239 - Home Investment Partnership Program -
Federal Grantor Agency(ies); U.S. Department of Housing and Urban Development

Status of Finding (cheak one):

Fully Corrected X Not Corrected
Partially Corrected No Further Action Needed
Change of Corrective Action {See OMB A-133 Secticn 315(b)(4)]

Description of Status: (include corrective action planned and anticipétad completion date, it applicable}:

The management of the CNO has resclved this situation.

Preparer's Signature: QU»A*/ WW

Phone Number: S%f/ égg ‘/ﬁ [9//

Page 1



SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FINDINGS
City of New Orleans

For the Year Ended December 31, 2007
Finding Title: Earmarking

Reference Number(s): 2004-08 (from attached schedule of findings, may include more than one)
Initial Year of Finding: 2004
Amount of Questioned Costs in Finding: $ -0-

N/A X

Briefly describe the status of the Questioned Costs. Were they refunded to federal government? -
Are they still in negatiation?

Status of Questioned Cosis (enesk one): Resolved Unresclved:

Page Numbet {frem Single Audit Report): 54
CFDA Numbers and Program Name(s):14.239 ~ HIV Emergency Relief (Ryan White)
Faderal Grantor Agency(ies): U.S. Depariment of Health and Human Servicas

Status of Finding (check one):
Fully Corrected X Not Corrected
Partially Corrected ‘No Further Action Needed
Change of Corrective Action {Ses OMB A-133 Secticn 315(1)(4))

Description of Status: (icluda corrective action planned and anticipated completion date, if applicable):

The management of the CNO has corrected the situation and

implemented procedures to ensure compliance in the future.

Preparer's Signature: Ql‘é‘d &Wm%
Phone Number: ﬁy 4‘37‘/5 l’é? @/

Page 1



SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FINDINGS

City of New Orleans

For the Year Ended December 31, 2007
Finding Title; Procurement

Reference Number(s): 2004_-09 {from attached schedule of findings, may incilide more than one)
Initial Year of Finding: 2004
Amount of Questioned Costs in Finding: $ -0-

Status of Questioned Costs (check one): Resoived Unresolved: N/A X

Briefly describe the status of the Questioned Cosis, Were they refunded to federal government?
Are they still in negotiation?

Page Number (from Single Audit Report); 56
CFDA Numbers and Program Name(s):14.218 — Community Development Block Grant

Federal Grantor Ageney(ies): U.S. Department of Housing and Urban Development

Status of Finding (check one):

Fully Corrected X Not Corrected .
Partially Corrected - : No Further Action Needed
Change of Corrective Action [See OMB A-133 Section 315(b)(4)}

Description of Status: (include ccrrective action planned and anticipated completion date, if applicable):

The management of the CNO has corrected the situation and

implemented procedurgs to ensure compliance in the future,

Preparer's Signature: Q@é\é/ 4/&44;5,”4 Cﬁsjmu-
Phone Number: 6@/’ @5? 9/%/ '

Page 1



SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FINDINGS
City of New Orleans

For the Year Ended December 31, 2007
Finding Title: Financial Reporting

Reference Number(g): 2004-10 (from attached schedule of findings, may includs more than one)
Initial Year of Finding: 1999
Amount of Questioned Costs in Finding: $ -0-

Status of Questioned Costs (check ona): Resolved Unresolved: N/A X~

Briefly describe the status of the Questioned Costs. Were they refunded to federal government?
Are they still in negotiation?

Page Number (from Single Audit Report): 58
CFDA Numbers and Program Nams(s):14.218 — Community Devélopment Block Grant
Federal Grantor Agency(ies): U.S. Department of Housing and Urban Development

Status of Finding (check one):

Fully Corrected X Not Corrected
Partially Corrected No Further Action Needed
Change of Corrective Action ' {See OMB A-133 Section 3156(b)(4)}

Description of Status: {include corractive action planned and anticipated completion date, if applicable):

The management of the CNO established a work committee that corrected over 800 records

In the IDIS system. Based upon HUD- Washington's office review of our revised data we feel

That our reporting and /or recording systems are now in a compatible state.

Preparer's S:gnature J;/&AM W

Phone Number:; 505/ é‘,:; 7 %?é/

Page 1

 p—




SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FINDINGS
City of New Orleans

For the Year Ended December 31, 2007
Finding Title: Reporting

Reference Number(s): 2004-11 (frem attached schedule of findings, may include more than one}
Initial Year of Finding: 2004
Amount of Questioned Costs in Finding: $ -0-

Status of Questioned Costs (check one): Resoclved Unresolved: N/A X

Briefly describe the status of the Questionad Costs. Ware thay refunded to federal government?
Are they still in negotiation?

Page Number (from Singie Audit Report): 60

CFDA Numbers and Program Name(s):10.557 — Spsecial Supplemental Nutrition Program for
Wormen, Infants and Children (W!C)

Federal Grantor Agency{ies): U.S. Department of Agriculture

Status of Finding {check one):

Fully Corrected Not Corrected
Partially Corrected No Further Action Needed X
Change of Corrective Action {See OMB A-133 Section 315(b)(4))

Description of Status: (include correstive astion planned and anticlpatad completion date, if applicable):

The management of the CNQO disagrees with the Independent Auditor. The WIC program is a

State of Louisiana pass-through program that is monitored by the State, The State has a

data base to specifically identify WIC participants for whom reimbursement is being

reguested.

)
Preparer's Slgnature W”ﬂ )ééw;/»—y

Phone Number: Z’ éég %@

Page 1



SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FINDINGS

City of New Orleans

Fer the Year Ended December 31, 2007
Finding Titie: Monitoring

Reference Number(s): 2004-12 (from attached scheduls of findings, may include mora than one)
Initiai Year of Finding: 2004
Amount of Questioned Costs in Finding: $ -0-

Status of Questicned Costs (check cne): Resolved Unresolved: N/A X

Briefly describe the status of the Questioned Costs. Were they refunded to federal government?
Are they still in negotiation?

Page Number (from Single Audit Report): 62

CFDA Numbers and Program Name(s):14.218 ~ Community Development Block Grants;
14,239 Heme Investment Partnership Program

Federal Grantor Agency(ies): U.S. Department of Housing and Urban Development

Status of Finding (check onej:

Fully Corrected Not Corrected
Partially Corrected X _ No Further Action Needed
Change of Corrective Action {See OMB A-133 Section 315(b)(4))

Description of Status: (indude carrective action planned and anticipated completion dat, If applicable):

The Management of the CNO will ensure that deﬁmenmes in all sub- reC|p|ent contracts and all
delinquent audit reports obtained. :

Preparer’s Signature:

FPhone Number: j

Page 1



SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FINDINGS

‘City of New Orleans

For the Year Ended December 31, 2007
Finding Title: Monitoring

Reference Number(s): 2004-13 (irom attached schedule of findings, may include more than one)
Initial Year of Finding: 2004
Amount of Questicned Costs in Finding: $ -0-

Status of Questioned Costs (check one): Resolved Unresolved: N/A X

Briefly describe the status of the Questioned Costs. Were they refunded to federal government?
Are they still in negotiation? :

Page Numkber (from Single Audit Reporty: 64 .
CFDA Numbers and Program Name(s).93.914 — HIV Emergency Relief ( Ryan White)
Federal Grantor Agency{ies): U.S. Department of Health and Human Servixes

- Status of Finding (check one):

Fully Corrected Not Corrected
Partially Corrected X Nec Further Action Needed
Changs of Corrective Action [See OMB A-133 Saction 215(b}(4)}

Description of Status: (nciude corrective action planned and anticipated completion date, If applicable):
The management of the CNO will ensure that deficiencies in all sub-recipient contracis and all
delinquent audit reports are obtainad. ‘

Preparer's Signature:QWm 547;/%&

Phone Number: %/V é% q[?@/

Page 1




SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FINDINGS

City of New QOrieans

For the Year Ended December 31, 2007
Finding Title: Special Tests and Provisions- On Site Inspections

Heference Number(s): 2004-14 (from attached schedule of findings, may Include more than ons)
Initial Year of Finding: 1999 |

Amount of Questioned Costs in Finding: $ -0-

N/A X

Briefly describe the status of the Questicned Costs. Were they refunded to federal government?
Are thay still in negotiation?

Status of Questioned Costs (check one): Resolved Unresolved:

Page Number (from Single Audit Report): 67
CFDA Numbers and Program Name(s): 14.238 — Home Investment Parinership Program
Federal Grantor Agency(ies): U.S. Department of Housing and Urban Deverlopment

Status of Finding (check one):

Fufly Corrected Not Corrected
Partially Corrected X No Further Action Needed
Change of Corrective Action {See OMB A-133 Section 315(b)(4)}

Description of Status: (inciude corrective action planned and anticipated completion date, if applicabie):

The menagement of the CNQ has not completed all required siie inspections.

Preparer’s Signature: QMW C?'é‘zﬂw

Phone Number: {7}/ - 5% 4’/4@/

Page 1
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ABruno & Tervalon 1.r

%ﬁCerﬁﬁed Public Accountants

Member . Michael 8. Bruno, CPA
American Institute of Alcide J, Tervalan, Jr., CPA
Certified Public Accountants Waldo J. Moret, Jr.,, GPA
Seciety of Louisiana Paul K. Andoh, Sr., CPA
Centified Public Accountants Joseph A. Akanli, CPA

INDEPENDENT AUDITORS’ COMMENTS TO MANAGEMENT

To the Members of the City Councii and the
Honorable C. Ray Nagin, Mayor

City of New Orleans

New Orleans, Louisiana

We have audited the Schedule of Expenditures of Federal Awards of the City of New
Orleans (the City) for the year ended December 31, 2007 and have issued our report
thereon dated June 20, 2008. In planning and performing our audit of the Schedule of
Expenditures of Federal Awards, we considered the City’s internal control over financial .
reporting and compliance for the purpose of expressing an opinion of the Schedule of
Expenditures of Federal Awards and not to provide assurance on internal contro! over
financial reporting and compliance. |

During our audit we became aware of the following matters that are an opportunities for
strengthening interna! control and operating efficiency.

2007-MLC-01 -- GRANT ADMINISTRATION

During the course of our audit we again observed that due to various circumstances
surrounding the devastating effects of Hurricanes Katrina and Rita, the City has

_experienced an overall reduction in staff in those departments who have direct
responsibility for the administration of Federal Grants, This reduction in staff, in
conjunction with the increase in Federal awards to assist the City in its recovery efforts,
could possibly impact the City’s ability to administer these numerous Federal awards and
grants during periods subsequent to Hurricane Xatrina.

Recommendation

- We recommend that the City continue 1o assess its current staffing levels and evaluate its
ability to adequately administer the various Federal programs and grants available to the
City and citizens of New Orleans.

4298 ELYSIAN FIELDS AVENUE 8424 LAKEOVER RD., SUITE A
NEW ORLEANS, LA 70122 JACKSON, MS 39213
(504) 284-8733  FAX (504) 284-8296 (607) 366-2344 FAX {601) 366-8440



INDEPENDENT AUDITORS’ COMMENTS TO MANAGEMENT

To the Members of the City Council and the
Honorable C. Ray Nagin, Mayor

City of New Orleans

New Orleans, Louisiana

Page -2-

2007-MLC-02 -- FEDERAL AWARDS INVENTORY

During the course of our audit, we continue to observe, as the City continues its recovery
efforts from the devastating effects of Hurricanes Katrina and Rita, the City’s inventory
of Federal awards and the expenditure thereof continues to grow. As a result it becomes
more and more chalienging to ensure that all Federal awards (both direct and indirect)
and the expenditures related thereto are properly included in the City’s annual Schedule
of Expenditures of Federal Awards.

Furthermore, in the determination of Federal awards expended, (as specified in OMB
Circular A-133, Subpart B, Section _.205), expenditures of Federal awards can consist of
various forms such as:

“Expenditure/expense transactions associated with grants, cost reimbursement contracts,
cooperative agreements and direct appropriations; the disbursement of funds passed
through sub-recipients; the use of loan proceeds under loan and loan guarantee programs;
the receipt of property; the receipt of surplus property; the receipt or use of program
income; the distribution or consumption of food commodities; the disbursement of
amounts entitling the non-Federal entity (the City) to an interest subsidy and the period
when insurance is in force.”

Recommendation

We continue to recommend the management of the City review its procedures for the
accurnulation of data related to expenditures of Federal awards to ensure the expenditures
of Federal awards are properly identified and classified in the Schedule of Expenditures
of Federal Awards in accordance with the applicable provisions of OMB Circular A-133.



INDEPENDENT AUDITORS’ COMMENTS TO MANAGEMENT

To the Members of the City Council and the
Honorable C. Ray Nagin, Mayor

City of New Orleans

New Orleans, Louisiana

Page -3-

This letter does not affect our report dated June 20, 2008 on the Schedule of Expenditures
of Federal Awards of the City of New Orleans. This letter is intended solely for the
information and use of the City Council, the Mayor, management, the Louisiana
Legislative Auditor and Federal awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties. Under
Louisiana Revised Statute 24:513, this report is distributed by the Louisiana Legislative
Auditor as a public document. ‘

Bfure ¢ Tervalon LL7”

BRUNO & TERVALON LLP
CERTIFIED PUBLIC ACCOUNTANTS

June 20, 2008

ABruno & Tervalon

% Certified Public Accountants




SUMMARY SCHEDULE OF PRIOR MANAGEMENT LETTER CONIMENTS

City of New Orleans

For the Year Ended December 31, 2007
Comment Title: Procurement

Reference Number(s): MLC-2004-01

(trom attached schedule of findings, may include more than one)
Initial Year of Comment: 2004

Amount of Questioned Costs in.Comment: $ -0-

Status of Quastioned Costs (check one): Resolved - Unresolved: N/A X

Briefy describe the status of the Questioned Costs. Were they refunded to federal governmeni?
Are thay still in negotiation?
Not Applicable

Page Number (from Management Letter): 1
CFDA Numbers and Program Name(s): All programs
Federal Granior Agency(ies): All funding sources

Status of Finding (check ene):

Fully Corrected X Not Corrected
Partiaily Corrected No Further Action Needed
Change of Corrective Action {See OMB A-132 Section 215(b)(4)}

Description of Status: (include corrective action planned and anticipated completion date, if applicable):

The management of the CNO corrected this situation in August 04. In the future the City will

adhere to requirements and specifications included in the bid proposals.

Preparer’s S]gnature QW W
Phone Number: Sf ? k/

Page 1




SUMMARY SCHEDULE OF PRIOR MANAGEMENT LETTER COMMENTS
City of New Orleans '

For the Year Ended December 31, 2007 -
Comment Titie: Community Development Block Grant- Section 108 Loan Guarantee

Reference Number(s): MLC-2004-02

{from attached schedule of findings, may include more than one)

| Initial Year of Comment. 2004

Amount of Questioned Costs in Comment: $ -0-

Status of Questioned Costs (check ona): Resclived Unresolved: N/A X

Briefly describe the stafus of the Questioned Costs. Were they refunded to federal government?
Are they still in negotiation?
Not Applicable

Page Number (from Managemant Letter): 1

CFDA Numbers and Program Name(s): 14.248 — Community Development Block Grant -

Secticn 108 Loan Guarantes
Federzl Grantor Agency(ies): U.S. Department of Housing and Urban Development

Status of Finding (check ane):

Fully Corrected Not Corrected X
Partially Corrected No Further Action Needed
Change of Corrective Action {See OMB A-138 Section 315(b){4}]

Deascription of Status: (include corrective action planned and anticipated complstion date, if applicable):

The management of the CNCQ is still working on this situation.

Preparer’s Slgnature Ok/lé‘)’)/ éf;’zﬂ/”’? lé[W”d

Phone Number: { W égg % Q /

Page 1




SUMMARY SCHEDULE OF PRIOR MANAGEMENT LETTER COMMENTS
City of New Orleans

For the Year Ended December 31, 2007
Comment Title: Urban Development Action Grant —Grantee Loans

Reference Number(s): MLC-2004-03

{from attached schedule of findings, may include more than one)
initial Year of Comment: 2004
Amount of Questioned Costs in Comment: $ -0-

Status of Questioned Costs (check one): Resolved Unresolved: N/A X

Briefly describe the status of the Quastioned Costs. Were they refunded to federal government?
Are thay still in negotiation?
Not Applicable

Page Number (irom Management Letter): 2

CFDA Numbers and Program Namea(s): 14.221- Urban Davelopment Action Grant-Graniee
Loans '

Federal Grantor Agency(ies): U. 8. Department of Housing and Urban Development

Status of Finding (check one):
Fully Corrected Not Corrected
Partially Corrected ‘ No Further Action Needed X
Change of Corrective Action [See OMB A-133 Section 315(b)(4)]

§

) Descr]ption of Status: (include corective action planned and anticipated completion date, if applicable):
The Morigage agreements state that nothing is owed to the City upon sale or refinancing
efter fifteen years of living in the residence. Due to City Council’s deferrals of payments,

~ the fifteen year mark has expired and the likelihood of collecting any substantial sum
diminishes each year. :

Preparar’s Signature%ﬁé‘{/

Phone Number: 507( ’Aﬁsg g‘?@/




SUMMARY SCHEDULE OF PRIOR MANAGEMENT LETTER COMMENTS
City of New Orleans -

For the Year Ended December 31, 2007
Comment Title: Grant Administration

Reference Number(s): MLC-2005-01

(from attached schedule of findings, may include more than one)
Initial Year of Comment: 2005
Amount of Questioned Costs in Comment; § -0-

Status of Questioned Costs (check one): Resolved Unresolved: ______ N/A X

Briefly describe the stafus of the Questioned Costs. Were thay refunded to federal governrnent’?
Are they still in negotiatlon?
" Not Applicable

Page Number ¢rom Management Letter): 1

CFDA Numbers and Program Name(s): All Federal Programs
Federal Grantor Agency(ies): All Federal Agencies

Status of Finding {check ane):
Fully Corrected ' Not Corrected
Partially Corrected No Further Action Needad X
Change of Corrective Action {See OMB A-133 Saction 315(5)(4)}

Description of Status: (include corractive action planned and anticipated completion date, if applicable):

The management of the CNO is rehiring staff as needed.

Preparer's Signature:

Phone Number:

Page 1



SUMMARY SCHEDULE OF PRIOR MANAGEMENT LETTER COMMENTS

City of New Crleans

e e

For the Year Ended December 31, 2007
Comment Title: Federal Awards [nveniory

Reference Number(s); MLC-2005-02

(from attached schedule of findings, may include more than one)
[nitial Year of Comment: 2005
Amount of Questioned Costs in Comment: $ -0-

Status of Questicned Costs (check one): Resolved Unresolved: N/A X

Briefly describe the status of the Questioned Costs. Were they refunded to federal govarnment?
Are they still in negotiafion?
Not Applicable

Page Number {rom Management Letter): 2
CFDA Numbers and Program Name{s): All Federal Programs
Federal Grantor Agency(ies): All Federal Agencies

Status of Finding {check one):

Fully Corrected Not Corrected
Partialty Corrected X No Further Action Needed
Change of Corrective Action {See OMB A-133 Section 315(0)(4)

Description of Status: (nciude corrective action planned and anticipated completion dete, if applicable):

The management of the GNO continues to review its procedures for the accumulation of data

related to expenditures of federal awards to ensure the expenditures are properly identified

and classified in the schedule of expenditures in accordance with regulations.

Preparer's Signature: Oﬁ-é‘?/ Aé_f/{@,m W"

Phone Number: Og‘df 5 - %4‘9/

Page 1



SUMMARY SCHEDULE OF PRIOR MANAGEMENT LETTER COMMENTS
City of New Orieans

For the Year Ended December 31, 2007
Comment Title: Equipment and Property Management

Reference Numbet(s): MLLC-2005-03

(from attached schedule of findings, may inciude more than one)
Initial Year of Comment: 2005
Amount of Questioned Costs in Comment: § -0-

Status of Questionad Costs (check one): Resolved Unresolved: NA X

Briefly dascribe the siatus of the Questioned Costs. Were they refunded to federal government?
Are they still in negotiation?
Not Applicable

Page Number (from Management Letter): 3
CFDA Numbers and Program Name(s}: All Programs
Federal Grantor Agencyl(ies); All Agencies

Status of Finding (check one):

Fully Carracted Not Corrected
Partially Corrected X No Further Action Needed
Changa of Corrective Action {See OMB A-133 Section 315(b)(4)}

Description of Status! (nclude corrective action planned and enticipated complstion date, 1f applicable):

The management of the CNO , with the assistance of an external CPA firm, wiil ensure that

all equipment acquired with Federal funds is properly documented and recorded in

accordance with Federal regulations. Management has also performed a review of fixed

assets to delete equipment no longer in use.

Preparer’'s Signature; ﬂZJA/?W
Phone Number: S’é% é) gg ¥ f é/

Page 1



SUMMARY SCHEDULE OF PRIOR MANAGEMENT LETTER COMMENTS
City of New Orleans

For the Year Ended December 31, 2007
Comment Titls: Firsi-Time Homebuyer Training

Reference Number(s): MLC-2005-04

{from atlached scheduls of findings. may include more than one)
Initial Year of Comment. 2005
Amount of Questioned Costs in Comment; $-0-
N/A X

Briefly describe the status of the Questloned Costs. Were they refunded fo federal government?
Are thay still in negotiation?
Not Applicable

Status of Questioned Costis (check one): Resolved Unresolved:

Page Number {from Management Letier): 4
CFDA Numbers and Program Name(s}: 14.239 Home {nvestment Parinership Prcgram;

Federal Grantor Agency(ies): U.S. Department of Housing and Urban Development

Staius of Finding (check oney: :
Fully Corrected X Not Corrected

Partially Corrected No Further Action Needed
Change of Corrective Action {See OMB A-133 Section 315(5)(4))

Dascription of Status: (include correotive action planned and anticipated completion date, if applicable):

The management of the CNO has strengthened its internal control to ensure compliance.

Preparer's Signature: Ou/ QJ%//M AW
Phone Number: 50% é‘ ﬁ ¢%/

Page 1

R




SUMMARY SCHEDULE OF PRIOR MANAGEMENT LETTER COMMENTS
City of New Orleans

For the Year Ended December 31, 2007
Comment Title: Report Submission

Reference Number(s): MLC-2005-05
(from attached schedule of findings, may include more than ene}

Initial Year of Comment: 2005
Amount of Questioned Costs in Comment: $ -0-

Status of Questioned Costs (check one): Resolved Unresolved: N/A X

Briefly describe the status of the Questioned Costs. Were they refunded tc federal government?
Are they still in negotiation?
Not Applicable

Page Number {from Management Letter); 4
CFDA Numbers and Program Name(s): All Federal Programs
Federai Grantor Agency(ies): All Federal Agencies

Status of Finding (chack ona:
Fully Corrected Not Corrected
Partially Corrected No Further Action Needed X
Change of Corrective Action {See OMB A-133 Section 315(b)(4)}

Description of Status: (includs corrective action plannsd and anticipated complstion date, if applicabls):

The managament of the CNO completed audits and submitted them to State Legislative
Auditor's office,- ' .

. 4
Preparer's Signature? W
Phone Number: .5’55/ =24 9%/

Page 1



SUMMARY SCHEDULE OF PRIOR MANAGEMENT LETTER COMMENTS
City of New Orleans

For the Year Ended Decembar 31, 2007
Comment Title: Grant Administration

Reference Number(s): MLC-2006-01

{from attached schedule of findings, may include more than one)
Initial Year of Comment; 2005
Amount of Questioned Costs in Comment: § -0-

Status of Questioned Costs (check cne): Resolved Unresolved: N/A X

Briefly describe the status of the Questioned Costs. Were they refunded to federal gavernment?

Are they still in negotiation?
Not Applicable

Page Number (from Management Latter): 1

CFDA Numbers and Program Name(s): All Federal Programs
Federal Grantor Agency(ies), All Federal Agencies

Status of Finding (check one):
Fully Corrected Not Corracted
Partially Corrected
Change of Corrective Action : {Sea OMB A-133 Section 315(b){(4))

Description of Status: (include corrective action planned and anticipated completion date, if applicable):

No Further Action Needed X

The management of the CNO is rehiting staff as needed.

Preparer's Signature: 7

Phone Number: :5"?% ég %’4 é/

- Page 1



SUMMARY SCHEDULE OF PRIOR MANAGEMENT LETTER COMMENTS

City of New Orleans

For the Year Ended December 31, 2007
Comment Title: Federal Awards Inventory

Reference Number(s): MLC-2008-02

(from attached schedule of findings, may include more than one)
Initia! Year of Comment; 2005
Amount of Questioned Costs in Comment: § -0-

Status of Questioned Costs (check one): Resoived Jnresolved: N/A X

Briefly describe the status of the Quastioned Costs. Were they refunded to federal government?
Ars thay still in negotiation?
Not Apnlicable

Page Number (irom Management Letter): 2
CFDA Numbers and Program Name(s): All Federal Programs
Feaeral Grantor Agency(ies): All Federal Agencies

Staius of Finding {check one): _
Fully Corrected Not Corrected
Partially Corrected X No Further Action Needed
Change of Corrective Acticn : {See OMB A-133 Section 315(b)i4))

Description of Status: (include corrective action planned and anticipated completion date, i applicabie):

The management of the CNO continues 1o review Its procedures for the accumulation of data

related to expenditures cf federal awards to ensure the expenditures are properly identified

and classified in the schedule of expenditures in accordance with regulations.

Preparer's Signature: M@Mﬁ 4;43‘7/700

Phone Number: 5@% (o S—Z ?/?b/

Page 1
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SUNMMARY SCHEDULE OF PRIOR MANAGEMENT LETTER COMMENTS

City of New Orleans

For the Year Ended December 31, 2007
Comment Title: Report Submission

Reference Number(s): MLC-2006-03

{from attached schedules of findings, may include mora than one)
Initial Year of Comment: 2005
Amount of Questicned Costs in Comment: $ -0-

Status of Questioned Costs (check one): Resolved Unresolved: N/A X

Briefly describe the status of the Questioned Costs. Weare they refunded to federal government?
Are they still in negatiation? '
Mot Applicable

Page Number (from Managsment Letter): 3
CFDA Numbers and Program Name(s): All Federal Programs
Federal Granior Agency(ies): All Federal Agencies

Status of Finding (check ona):

Fully Corrected Not Corrected
Partially Corracted No Further Action Needed X
Change of Corrective Action {See OMB A-133 Section 315(b)(4)}

Deséription of Status: (mclude corective actior planned and antisipated complation datg, if applicabla):

The management of the CNO completed audits and submitted them to State Legislative

Auditor's office.

Preparer’s Signature:Q"dJ./ %W@ /é‘/é'%a

Phone Number: U{QﬁL éggj/éé’ /

Page 1
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