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INDEPENDENT AUDITORS'REPORT 

To th e Board of TrusJe~:s of th e 
East Baton Rouge M ortgage Finance Authority 

rleloitte & Touche LLP 
Suite 501 
8550 United Plaza Boulevard 
Baton Rouge, Louisiana 70809 

Telephone: (225) 928 0108 
Facsim ile: (225) 928-0449 

W e have audited the accompanying individual program and unrestricted  fund balan ce sheets of the East 
Baton Rouge Mortgage Finan ce Authority (the Authority) as of Dceembcr 31, 1998, an d the related 
individual statements of revenues, expenses an d changes in fund balan ces (deficits) and cash flows for the 
),ear then ended. These financial statements are the responsibility of the Authority's man agement

. Our 
respo~sibilit), is to express an  opinion on these finan cial statements based on our audit. 

W c conducted  our audits in accordance with generally accepted  auditing standards an d Government 
Auditing Standards. Those standards require that we plan an d perform the audit to obta in reasonable 
assuran ce  about wheth er the finan cial sta tements are free of m aterial m isstatem ent

. An audit includes 
exam ining, on a test b&sis, evidence supporting the am ounts and disclosures in th e finan cial statements

. An 
audit also includes assessing th e acco unting principles used  an d significant estimates made by management

, 

as well as evaluating the ovcrall financial statement presentation. W e believe that our audits provide a 
rea sonable basis for our opinion. 

In our opinion, such financial statements present fairly, in all material respects
, the financial position of ea ch 

of the individual program s and the unrestricted fu nd of the Authority at D ecember 31
, 1998, an d their 

revenues, expenses and changes in fund balan ces (deficits) an d their cash flows for the year then ended in 
confom ~ity with generally accepted  acco unting principles. 

As discussed  in Note 2 to the finan cial statements
, th e Authority chan ged  its method of acc ounting for 

investments to conform with Statement of Governm ental Accounting Standards Board No
. 31 effective 

Jan uary 1, 1998. 

In acco rdance  with GovernmentAudtting Standards
, we have also issued  a report dated June 1, 1999 on our 

consideration of the Auth ority's complian ce  with laws an d regulations an d on internal co ntrol over finan cial 
reporting. 

June I, 1999 
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EAST BATO N RO UG E M O RTGAG E FINA NCE A UTHO RITY 

NOTES TO FINANCIAl. STATEMENTS 
YEAR ENDED DECEM BER 31, 1998 

1. ORG ANIZATION 

The East Baton Rouge Mortgage Finance Authority (the "Authority") was created through a Trust 
Indenture dated August 14, 1974, pursuant to provisions of the Louisiana Revised  Statutes of 1950, as  
amended . Th e initial legislation an d subsequent amendments grant the Authority the power to obtain 
funds and to use th e proceeds to promote th e financing an d development of an y essential program 
conducted in the public interest with in th e boundaries of East Baton Rouge Parish, Lo uisiana. 

The Authority's operations consist primarily of single fam ily mortgage purchase bond program s under 
which the Authority promotes residential home ownership through the acquisition of mortgage loans 
secured by first mortgage liens on single fam ily residential housing. Under the 1987, 1988 C&D, 1988 
E& F, 1990, 1992 A&B, 1992 C, 1993 A&B, 1993 C, 1994 A& B, 1995 B, 1996 B, 1997D and 1998 B 
Programs, these loans arc pooled an d sold to the Government National M ortgage Association (GNM A) or 
the Federal National M ortgage Assoc iation (FNM A) in exchan ge for mortgage-backed securities on 
which GN M A or FN M A guaran tees paym ent of principal an d interest when due. Th ese securities arc 
collateralized by th e related loans. The Auth ority also issues short-term escrow bonds, which are 
securitized  by U.S. Trea sury Bills during th e intelim in preparation oflong4erm  issues. The funds for the 
Authority's programs were obtained through the issuan ce of bonds in the following face value amounts (in 
thousands): 

1979 Bonds dated  M arch 1, 1979 
1980 Program, dated September 1, 1980 (restructured) 
1982 Program, dated October 1, 1982 (restructured) 
1983 Program, dated April 14, 1983 (restructured) 
1984 Progran a, dated September 18, 1984 
1985 Program , dated  M ay 7, 1985 
1987 Program, dated July 1, 1987 
1988 C& D Program , dated  August 1, 1988 
1988 E& F Program , dated  June 22, 1989 
M unicipal Refunding Collateralized Mortgage Obligations (M RCM O) 
Program , dated  January 25, 1989 
1990 Program, dated  August l, 1990 
1992 A& B Program , dated  April 1, 1992 
1992 C Program , dated  April 1, 1992 
1992 D Program , dated  April 1, 1992 
1993 A&B Program, dated  October 27, 1993 
1993 C Program , dated  October 27, 1993 
1994 A&B Program , dated  August 15, 1994 
1994 C Program , dated December 29, 1994 (remarketed) 
1995 A Program , dated February 23, 1995 (remarketed) 
1995 B Program , dated  October 5, 1995 
1995 C Program, dated September 28, 1995 (remarketed) 
1996 A Program , dated February 29, 1996 (rcmarketed ) 
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$100,000 
125,000 
30,000 
30,000 
30,000 
26,000 
15,450 
26,975 
40,000 

3,500 
56,000 
25,000 
38,310 
8,975 
36,720 
15,270 
31,210 
13,250 
8,840 
12,500 
5,820 
9,765 



1996 B Program , dated October 24, 1996 
1996 C Program, dated September 27, 1996 (remarketed) 
1997 B Program , dated March 27, 1997 (remarketed) 
1997 D Program , da ted  June 1, 1997 
1997 C 1-C4 Program , da ted  December 31, 1997 
1997 F Program , da ted September 25, 1997 (remarketed ) 
1998 A Program , da ted  June 1, 1998 
1998 B Program , dated  June 1, 1998 
1998 C Program , da ted December 1, 1998 
1998 D Program , dated  December 1, 1998 

12,500 
6,390 
10,775 
18,600 
101,400 
5,135 
12,920 
23,595 
41,180 
6_000 

The bonds issued by the Authority are general obligations of th e Auth ority and are not obligations of th e 
State of Louisiana o1" an y oth er political subdivision th ereof. Th e 1984 an d 1985 Program  bonds are 
covered  by comprehensive m unicipal bond insurance, which guaran tees paym ent of all principal an d 
interest when due. 

The Authority's Board of Trustees is empowered  under the bond trust indentures and the bond program 
agreements to contract with outside parties to conduct th e da y-to-day operations of the Authority an d the 
program s it initiates. The Authority employs Financial Consulting Services, Inc. as its Program  
Administrator to provide adm inistrative staff support for th e Board of Tru stees an d its committees, 
general office administration for th e Auth ority and program  administration and supervision for each of its 
mortgage purehas e bond program s. Under ca ch of its single fam ily mortgage purchas e bond program s, 
the Authority utilizes area financial institutions to originate an d serv ice the m ortgage loans acquired . In 
addition, an  area bank has been designated  as th e Tru stee of the separate bond program s an d has the 
fiduciary responsibility for the custody and investment of funds. 

Th e Prograzn Adm inistrator is responsible for the developm ent of each new bond issue an d loan progran l. 
Once  the bond issue is closed , th e Program  Adm inistrator superv ises th e origination of th e m ortgage 

loans, underwrites (reviews and approves) the new mortgage loans for purchase under each program , 
maintains computerized  current records on all loans, and supervises the servicing an d tru stee fu nctions for 
each program . 

2. SUM M ARY O F SIG NIFICANT REPO RTING AND ACCO UNTING PO LICIES 

Basis ofAceountlng and Reporting - The Authority follows the accrual basis of accounting. The funds 
established  by the Bond Tru st Indentures, which are maintained  by the Tru stee  Bank, provide for th e 
acco unting for bonds issued , debt service  an d bond red emption requirements, investm ents, and related  
revenues an d expenses. Th ese individual fu nds for each bond program  are aggregated  in th e 
acco mpan ying individual finan cial statements. 

Com bined Totals - The combined  finan cial statem ents in clude the tota ls of the sim ilar acco unts of each of 
th e Authority's bond program s an d th e Auth ority's Unrestricted Fund. Because the assets ofth e bond 
program s are restricted by th e related  bond resolutions and indentures, th e totaling of the accounts, 
including th e as sets therein, is for co nvenience  only an d does not indica te that th e combined  as sets are 
available in an), manner oth er than  th at provided  for in th e resolutions an d indentures relating to the 

separate program s. 



GASB Statement No. 31 - The Governmental Accounting Standards Board ("GASB") issued Statement 
N o. 31, "Accounting and Financial Reporting for Certain Investments and for External Investment Pool.~.' 

GASB Statement (GASBS) No. 31 became effective for the Authority for periods beginning after 
June 15, 1997 and was adopted  by th e Authority effec tive Jan uary 1, 1998. Th e cumulative effect of the 
adoption of the Statement as  of January 1, 1998 is shown in th e statements of revenues, expenses and 

changes in fund balances and entitled "adjustment to market." The Statement requires that most 
investments be recorded  at fair value. Fair value is defined as  th e amount at which a financial instrument 
could be exchanged  in a current transaction between willing parties an d has generally been based  upon 
quoted values. Th is meth od  of accounting causes fluctuations in reported investm ent values bas ed on 
fluctuations in th e investm ent market. Fluctuations in the fair value of investments arc. recorded  as  
incom e or expense in th e statem ents of revenues, expenses an d chan ges in fund balan ces, an d th e am ount 

is disclosed in the statements of cash flows as unrealized (gain) loss on securities. The Authority applies 
the provisions of the Statement to U.S. Government securities an d mortgage-backed  securities. Following 
is a summary of the unrealized gains (losses) as reflected in the accompan ying finan cial statements: 

1987 Program 
1998 C& D Progrmn 
1988 E& F Program 
M RCM O Program 
1990 Program 
1992 A& B Program 
1992 C Program 
1993 A & B Program 
1993 C Program 
1994 A& B Program 
1995 B Program 
1997 C Program 
1997 D Program  
1998 B Program 
Unrestricted 

Unrealized Gain tLoss 

Balance 
January 1 

1998 

$ 97 
244 
868 
447 
304 
182 
662 

(1,801) 
(695) 
(400) 
256 
(12) 
(1o) 

356 

~; 498 

Change During 
the Year Ended Balance 
Decem ber31, Decem ber31 

1998 1998 

$ (28) 
(244) 
(172) 
132 

(304) 
105 
(]93) 
334 
42 
56 
125 
218 
119 
(442) 
(91_) 

69 

696 
579 

287 
469 

(1,467) 
(653) 
(344) 
381 
206 
109 

(442) 
265 

The sale of these investm ents by the Authority is subject to certain restrictions as described in the 
individual bond indentures. 

Amortization - Bond issuan ce co sts, including underwriters' disco unt on bonds sold, are being am ortized 
ratably over the lives of th e bonds bas ed  upon th e principal am ounts outstanding. The remaining 
unan ~ortized balances of th ese costs are reflec ted  on th e accompan ying balan ce sheets as  "Deferred  
Finan cing Costs." 

Commitment Fees and Loan Origination Costs -Nonrefu ndable commitm ent fees received  subsequent 
to Jan uary 1, 1988 from originating financial institutions an d certain direc t loan  origination co sts are 

deferred an d am ortized over the lives of the related assets as a yield adjustment. Prior to 1988, such fees 
were recognized in current operations as received . 
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Use of Estimates - The preparation of financial statements in conformity with generally accepted 
accounting principles requires m anagement to m ake estimates and assumptions th at affect th e reported 
amounts of assets and liabilities an d disclosure of co ntingent assets and liabilities at the date of the 
financial statements an d th e reported  am ounts of revenues and expenses during the reporting period. 
Actual results could differ from th ose estimates. 

Statement of Cash Flows - For purposes of the statement of cash flows, the Authority co nsiders al 
highly liquid investrnents purchased  wi th a maturity of three months or less to be cash eq uivalents. 

3. CASII AND INVESTM ENTS 

The Authority's programs maintain deposits at the Trustee bank. The balan ce s of these deposits at 
December 31,199g were entirely insured. The Authority also has funds, classified  as "Cas h and Cas h 
Equivalents" on th e balance shee t, which represent interests in uninsured money market mutual funds. In 
prior years,/be Unrestricted Fund held certificates of deposit at various financial institutions. No 
certificates of deposit were held at Dece mber 31, 1998. 

Under certain of the Authority's programs, the Authority has entered  into guaran teed investment 
agree m ents w ith various financial in stitutions. Th ese agree ments define the types of allowable 
investments an d specify a guaranteed rate of return on such funds. 

The approximate ea rry ing values of th e U.S. Governm ent and Agency sec urities at Dec ember 31, 1998 

are as follows (in thousands): 

M RCM O Program 
Unrestricted Fund 

Combined  

$ 874 
11,257 

Th e M RCM O Program 's U.S. Government Securities are restricted for debt service  on th e program 's 
bonds an d payment of various program expenses. These securities are held by the Tnlstee bank in the 
Auth ority's nan ae. 

The Auth ority's investments are categorized below to give an  indication of th e level of risk assumed  by the 
Auth ority at yea r-end. Category  1 includes investm ents th at arc insured or registered or for which the 
sec urities are held by th e Authority or its agent in the Authority's nam e. Category 2 includes uninsured  
an d unregistered  investm ents for which th e sec urities are held by th e broker's or dealer's trust department 
in the Authority's name. Category 3 includes uninsured  an d unregistered  investments for which the 
sec urities are held by th e broker, or by its trust department, but not in the Authority's nam e. 

U . S. Governmen| 
an d Agency Sec urities 

Guaran teed lnveslsncnt 
Agreem ents 

Category 
2 3 

(in thousands) 

$12,977 $ - 
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Carrying 
and M arket 
Am ount 

$ $ 12,977 

104,854 

$104,854 

104.854 



4. M O RTG AG E LOANS RECEIVABLE AND M ORTGAG E-BACK ED SECURITIES 

M ortgage Loans Receivable 

M ortgage notes acquired by the Authority from participating mortgage lenders under the following bond 
program s have sched uled maturities of th irty years and are secured  by first m ortgages on th e related  real 
property. The m ortgages have stated  interest rates as follows: 

1984 Program  
1985 Program  
1992 D Program 
1993 C Program  
1997 C Program  

10.950 %  
9.980 %  
8.400 %  
7.125 %  
8.500 %  

In addition to tile customary insuran ce required  of th e mortgagors, th e mortgage loans are insured  under 
special hazard policies, servicer performance  bonds, and supplemental mortgage trust policies for 
m ortgagor defaults. Prem ium s for th ese policies are paid through the applicable Program's funds. 

The exchange of U.S. Governm ent securities an d m ortgage loan s between th e 1979 Program and th e 
M RCM O Program  in January , 1989 resulted  in th e tran sfer of the mortgage loans to tile M RCM O 
Program at a discount. Th e approximate effective yield on th e M RCM O Program 's m ortgage loans is 
13.4% , an d the remaining unamortized discount was approximately $3,507,000 at December 31, 1998 
Th ese loans were transferred  at am ortized cost to th e 1997 C Program  on December 31, 1997. 

All of the single family mortgage loan s are originated  by participating mortgage lenders through 
co nventional, FHA or VA program s sponsored  by th e mortgage lenders an d are sold to the Authority 
withoul recourse. The participating m ortgage lenders service  th e m ortgag e loan s for th e Authority an d 
receive m onthly compensation based  upon th e unpaid principal balan ce of th e mortgage loan s serviced 
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M ortgage-backed Securities 

As discussed in Note 1, the mortgage loans originated under certain Authority program s are pooled  and 
sold to GNM A or FNM A in exchange for mortgag e-backed  securities on which GNM A or FNM A 
guarantees payment of principal and interest when due. These sec urities bear th e following terms and 
interest rates: 

1987 Program  
1988 E&F Program 
1990 Program  
1992 A&B Program 
1992 C Program 
1993 A&B Program 

1993 C Program 
1994 A & B Program 

1995 B Program 

1996 B Program  

1997 D Program 

1998 B Program  

Term 

23 Years 
30 Years 
30 Yea rs 
30 Yea rs 
30 Yea rs 
30 Y ea rs 

30 Y ears 
30 Yea rs 
30 Yea rs 
30 Years 
30 Years 
30 Yea rs 
30 Y ea rs 
30 Y ea rs 
30 Yea rs 
30 Years 
30 Yea rs 
30 Y ea rs 
30 Yea rs 
30 Yea rs 
30 Yea rs 
30 Yea rs 
30 Yea rs 
30 Yea rs 

Pass Through 
Interest Rate 

g.30%  
7.88% 
7.85% 
7.00% 
7.75%  
6.50%  tran sferred  securities 
4.75%  new securities 
4.50%  
7.10%  
6.85%  
7.00%  
7.10%  
6.85%  
6.975%  
7.10%  
6.125%  
6.375% 
6.875%  
5.875%  
6.125%  
6.625%  
5.125% 
5.375% 
5.875%  
8.35%  

The change to the m ortgage-backed  securities type of program was prompted  by various factors including 
th e unavailability of m ortgage pool and related  insuran ce  coverage required for conventional mortgage 
loan  programs. The guaran tees by FNM A an d/or GNM A which the Authority rec eives under th is type of 
program replaces the pool an d related  insurance  coverage of the previous programs. Development of th e 
new program s, origination of th e mortgage loans and supervision & th e servicing ofthe mortgage loan s 
for co mpliance  wi th federal m ortgage bond tax laws by th e Auth ority remain essentially the sam e. 

As discussed  in N ote 2, nonrefundablc co mmitm ent fees received  from originating financial institutions 
an d certain direct loan origination co sts are amortized over the lives & the mortgage-backed sec urities 
owned by th e 1988 C&D, 1988 E&F, 1990, 1992 A&B, 1993 A&B, 1994 A&B, 1995 B, 1996 B an d 

1997 D Progranls as a yield adjustment. 
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The net unamortized balances of the deferred net fees for such programs have been deducted  from the 
balances of mortgage-backed securities (recorded at fair value) in the accompanying balan ce sheets. The 
following is a summary of the balan ce s of deferred  net fees at December 31

, 1998. 

1988 E&F Program 
1990 Program  
1992 A&B, 1992C and 1992D Program s 
1993 A& B and 1993C Program s 
1994 A&B Program  
1995 B Program 
1996 B Program  
1997 D Program  

BO N DS PAYA BLE 

Unam ortlzed 
Deferred 
Net Fees 

$176,000 
566,000 
74,000 
24,000 
141,000 
218,000 
236,000 
316,000 

The net proceeds obtained  from th e bond issues are used  to establish funds authorized by the Bond Trust 
Indentures to purchase eligible mortgage loans, secured by first mortgage liens on single family o~aacr- 
occupied residences, or to purchase GNM A an d/or FNM A m ortgage-backed securities from qualified  
mortgage lenders accepted  for participation in the program s by th e Authority. 

The Bond Trust Indentures provide that bond principal an d interest are secured  by pled ges of all mortgage 
loan s an d m ortgage-backed  securities acquired , all revenues an d collections with respect to such loans an d 
securities and all funds esta blished  by the Indenture, together with all of the proc eeds generated  therefrom . 

Outstanding bonds payable co nsist of the following at December 31, 1998 (in thousands): 

1984 Program: 
Capital appreciation bonds due serially and term 
from 1999 to 2015, price d to yield 10.25% to 
11.25%  at m aturity 

Less unam ortized bond discount 

Total - 1984 Program 
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$ 26,994 

(24,429) 

2,565 



1985 Program : 
Term bonds due 2016, bearing interest at 10%  payable 
sem iannually 

Less unam ortized bond discount 

Total - 1985 Program  

1987Program, term bonds due 2011, bearing interest 
at 8.25%  payable m onthly 

1988 E&F Program, due serially an d term through 
2021, bearing interest at 6.9%  to 7.875%  payable 
sem iannually 

M RCM O Program : 
Zero coupon bonds due 2014, priced to yield 9.33% at 
m aturity 

Less unam ortizcd bond disco unt 

Total - M RCM O Program 

1990 Program, due serially an d term th rough 
2023, bearing interest at 6.5%  to 7.875%  payable 
sem ian nual ly 

1992 A&B Program, due serially an d term  from 1999 
th rough 2024, bearing interest at 5.25%  to 7.1%  payable 
sem ian nual ly 

Less unam ortized bond discount 

Total - 1992 A&B Program 

1992 C Program, lem~ bonds due through 2032, bearing 
interest at 7%  payable sem ian nually 

1992 D Program, term  bonds due th rough 2032, bearing 
interest at 7.1%  payable sem iannually 
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3,345 

(834) 

2,511 

2~759 

14,490 

3,500 

(2,684) 

816 

23~960 

12,685 

f58) 

12,627 

13,110 

3,065 



1993 A&B Program, due serially and term from 1999 
through 2025, bearing interest at 3.3% to 5.5% payable 
sem iannually 

1993 C Program, due serially and term from 1999 
th rough 2025, bearing interest at 3.4% to 5.5% payable 
sem iannually 

1994A& B Program, term  bonds due from 1999 through 
2028, bearing interest at 4.9% to 6.8% payable sem iannually 

1995 B Program, due serially an d te rm  from 2010 through 
2028, bearing interest at 5.5% to 6.35%  payable semian nually 

1996 B Program , due serially an d term  from 2002 th rough 
2029, bearing interest at 4.5% to 6.2% payable semian nually 

1997 C Program : 
Capital ap preciation bonds due term  from 2006 to 2030 
priced to yield 4.75%  to 5.85%  at m aturity 

Serial an d term  bonds due from 1999 th rough 2018, 
bearing interest at 5.75%  to 6.75%  payab le sem ian nually 

Less unam ortized bond discount 

Total - 1997 C Program 

1997 D Program , due serially an d term  from 2008 through 
2030, bearing interest at 4.2%  to 5.9%  payable sem ian nually 

1998 B Program, due serially an d term  from 2000 th rough 
2030, bearing interest at 4.0%  to 5.45%  payable sem ian nually 

1998 D Program , due serially an d term  from 2000 th rough 
2023, bearing intere st at 3.70%  to 5.25%  payable sem ian nually 

Total bonds payable 

23,050 

32,070 

49,045 

35,655 

40,820 

The 1985 Program capital appreciation bonds due M ay 1, 2016 were co nverted from capital appreciation 
bonds to current interest bonds on M ay 1, 1997. Begirming N ovember 1, 1997, and sem iannually 
thereafter, interest will be paid on these bonds based  on th eir aec reted  value at M ay 1, 1997. 

The 1987 Program  bonds are structured such th at th e monthly principal remittances received  from the 
GNM A securities are pas sed on to bondholders as  principal redemptions of bonds payable on a monthly 
bas is. 
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The bonds are subject to early redemption provisions as described in the Bond Tnast Indentures at 
red em ption prices equal to the principal am ounts of the bonds redeem ed plus acc rued interest to th e 
applicable call dates. In connection with early bond redemptions, deferred  financing co sts related to the 
bonds called  are charged 1o expense. Early bond red emptions and related  deferred financing costs 

expensed during the year ended December 31, 1998 were as follows (in thousan ds): 

Related Deferred  
Early Bond Financing 
Redem ptions Costs Expensed 

1984 Program 
1985 Program  
1988 C&D Program 
1988 E&F Program 
M RCM O Program  
1990 Program  
1992 A& B Program 
1992 C Program 
1992 D Program  
1993 A&B Program 
1993 C Program  
1994 A& E Program 
1995 B Program 
1996 B Program 
1997 D Program  

$ 1,241 $ 
735 

10,800 
3,415 
7,877 
3,955 
1,345 
2,395 
1,070 
2,450 
880 

3,000 
1,450 
645 
110 

Scheduled bond principal redemptions for each of the next five years, are as follows (i a thousan ds) 

1984 Program 
1985 Program 
] 987 Program 
1988 E&F Program 
M RCM O Program 
1990 Program 
1992 A&B Program 
1992 C Program 
1992 D Program 
1993 A&B Program 
1993 C Program 
1994 A&B Program 
1995 B Progra m 
1996 B Progra m 
1997 C Program 
1997 D Program 
1998 B Program 
1998 D Program 

1999 

$ 

415 

435 
22O 

5]O 
190 
32O 
370 
280 

1,390 
425 

2000 

$ - 

460 

445 
220 

530 
190 

370 
285 

1,590 
445 
525 
390 

2001 

$ - 

480 

470 
200 

555 
190 

370 
290 

,900 
460 
545 
640 

2002 

$ 

520 

505 
205 

580 
205 

370 
300 

2,065 
465 
570 
645 

2003 

$ 

560 

565 
210 

6OO 
220 

1,235 
370 
320 

2,230 
400 
59O 
645 

Thereafter Total 

$ 2,565 
2,511 
2,759 
12,055 
816 

21,540 
11,572 
13,110 
3,065 
20,135 
8,505 
21,495 
30,220 
25,966 
31,270 
33,460 
38,590 
44,860  

$ 4,555
. 

$5450 $6,100 $ 6,430 $ 7,945 $324,494 
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$ 2,565 
2,511 
2,759 
14,490 
816 

23,960 
12,627 
13,110 
3,065 
22,910 
9,500 
23,050 
32,070 
27,441 
40,445 
35,655 
40,820 
47,180 

$ 354,974 



6. OPERA TING EXPENSES 

The m embers of the Authority's Board of Trustees receive a per diem fee for all comm ittee and board 
mee tings attended. For the year ended  December 31, 1998, the follo~ing amounts were paid to the 
Authority's Board mcmbers: 

Board Mem ber 

Randy Boan ecaze 
Astrid Clements 
Robert Gaston, Ill 
W illiam  G . Gauth ier 
H enry Henagen 
Sidney W . Longwell, Sr 
Jake L. N etterville 
Loretta Pourciau 
Lynda Rowley 

Total 

$ 7,800 
9,400 
10,000 
9,800 
12,000 
7,200 
12,000 
6,000 
4,000 

These am ounts are paid through the Unrestricted Fund and included in operating expenses in th e 
acco mpanying statements of revenues, expenses and changes in fund balan ces. 

7. PROGRAM  RESTRUCTURING TRA NSACTIONS 

On December 31, 1997, the 1997 (C 1-C4) Program was created through the issuan ce of $101,400,000 of 
bonds. The proceeds from the sales were used to redeem th e 1979 Program  bonds and the M RCM O 

Program bonds (A--4 Tranche). Th e A-3 Tran che of the M RCM O Program was included as part of the 
Decem ber 31, 1997 transaction; however, the actual redemption of this tranche did not occur until 
M arch I 0, 1998. The A-5 Tranche of the M RCM O Program represents non-interest bearing zero co upon 
bonds thal are not affected by prepa~nnents and m ature on September l 0, 2014. The 1997 (C1-C4) 
Program consists of bonds that are due serially and term through 2030, bea ring interest at 4.5%  to 6.75%  
payable sem iannually. 

D uring the ),ea r ended Dece mber 3 ], 1996, Program  ] 996 C was created  in order to fully utilize bond 
appropriations available to the Auth ority. The Auth ority temporarily invested  th e available fu nds at th e 
end of Dece mber 31, 1996 in short-term investm ents. During 1997, th e 1996 C bonds were remarketed  to 
beco me a part of th e 1997 mortgage lending program . Additionally, in 1997, short-term escrow bonds 
were issued  as th e 1997 B Program and in July 1997 th ese bonds were also remarketed  to become a part 
of the 1997 m ortgage lending program . All activity of th ese two shortqerm program s has been reflected  
in the 1997 D Program for th e yea r ended  December 31, 1998. 

During the yea r ended December 31, 1995, Program  1995 C was created  in order to fully utilize bond 
appropriations available to th e Auth ority. The Authority temporarily invested  the available fu nds at th e 
end of December 31, 1995 in short-term investm ents. During 1996, th e 1995 C bonds were remarketed  to 
become a part of the 1996 mortgage lending program . Additionally, in 1996, short-term escrow bonds 
were issued  as the 1996 A program  an d in October 1996 th ese bonds were also remarketed  to become a 
part of the 1996 m ortgage lending program . 
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During the year ended  December 31, 1994, Program 1994 C was crea ted in order to fully utilize bond 
appropriations available to the Auth ority. The Authority temporarily invested  the available funds at the 
end of December 31, 1994 in short-term investments. During 1995, th e 1994 C bonds were remarketed to 
become a part of the 1995 mortgage lending program . Additionally, in 1995, short-term escrow bonds 
were issued  and in October 1995 th ese bonds were also remarketed to become a part of the 1995 
m ortgage lending program . All activity of these two short-term  program s has  been reflected  in th e 1995 B 
Program  for the yea r ended  December 31, 1995. 

The majority of the net proceeds of the 1993 A&B and 1993 C Program s was tran sferred to the 1982 an d 
1983 Progran as in exchange for those Program s' mortgag e loan portfolios and certain residual funds held 
in th ese Program s. The 1982 an d 1983 Programs utilized th e fu nds received  th rough th ese tran sfers to 
red eem their remaining bonds payable, including th e ineurrenee of call premiums of approximately 
$320,000 an d $480,000, respectively. Additionally, the Unrestricted  Fund transferred  approximately 
$740,000 to the 1993 A&B Program in conjunction with the restructuring, and foreclosed loans of the 
1982 an d 1983 Programs, wi th a principal balanc~e of approximately $175,000, were transferred  to the 
Unrestricted  Fund. The interest rate on th e loans tran sferred  to the 1993 A& B an d 1993 C Program s was  
red uced to 7.125% , and th e loan s tran sferred  to the 1993 A& B Program  were swapped with FN M A in 
exchange for mortgage-backed securities in th e sam e principal amount. Certain of the fu nds held by th e 
1993 A&B an d 1993 C Program s in guaran teed investm ent agreements at December 31, 1993 were 
utilized to originate new mortgag e loan s in 1994. 

A substantial majority of the net proceeds of the 1992 A&B, 1992 C an d 1992 D Programs was 
tran sferred to the 1980 Program  in exchan ge for the 1980 Program 's mortgage loan portfolio (which was 
tran sferred to the 1992 C an d 1992 D Program s) an d other funds held by the 1980 Program  (which were 
transferred to the 1992 A&B Program ). Th e 1980 Program utilized the funds it received through these 
tran sfers to redeem its remaining bonds payable in 1992 (including the ineurrcnee of a call premium of 
approximately $1.5 million) and to tran sfer its remaining funds of approximately $4 million to the 
Authority's Unrestricted Fund. Certain foreclosed  property form erly held by th e 1980 Program  was  also 
transferred  to th e Unrestricted Fund. The interest rate on th e mortgage loan s transferred  to th e 1992 C 
an d 1992 D program s was red uced from 10.95%  to 8.4%  and th e mortgage loans tran sferred  to the 1992 
C Program were swapped  wi th FNMA in exchan ge for mortgage-backed  securities in the same principal 
an aount. 

Th e proceeds of th e M RCM O Program , along with certain oth er fu nds held by th e 1979 Program , were 
utilized to purchase U.S. Government securities bea ring maturity dates an d face values adequate to 
provide for satisfaetinn of all future debt service obligations, as  sched uled , of th e 1979 Program  bonds, 

an d to provide an injection of the remaining funds into the Authority's Unrestricted Fund, which the 
Authority ma y utilize  for an y public purpose authorized by th e Authority's Indentu re. The 1979 
Program 's mortgage loans, including th e related  loan insurance policies, were transferred  to th e M RCM O 
Program  in exchan ge for the U.S. Government sec urities mentioned  above. Certain residual funds 
remaining in the M RCM O Program  atter satisfaction of quarterly debt service obligations are tran sferred  
to th e Unrestricted  Fund. In 1997, th ese m ortgage loan s were tran sferred  to th e 1997 C Program . 

In the past, the Authority has used short term  escrow bonds to capture a major portion of the proceeds 
rec eived  th rough th e repayment an d prepaym ent of mortgage loan s an d M BS securities. The use of th ese 
short term  escrow bo nds ma de it possible for th e Authority to expan d th e size of each new lending 

program. Th e short term  escrow bonds would be remarketed or refunded in conjunction wi th the issuan ce 
of new m ortgage revenue bonds. Th e Auth ority has  begun to use a "Convertible Program  Note" 
instru ment to capture all available funds from th e repaym ent an d prepaym ent of loans an d M BS 
securities. Th e CPN instrument allows sma ller am ounts to be captured  th an  is feasible with th e 
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traditional short term escrow bonds. The CPN 's cannot be remarketed. There is a maximum amount 
established for each CPN instrum ent. Then as each debt service date approaches for tile Authority's 
various prior programs, an am ount matching the am ount of bond principal to be called or red eemed  is 
"drax~  down" from the CPN. W hen the Authority develops a new lending program the outstanding 
CPN 's are refunded using mortgage revenue refu nding bonds. 

During th e year ended December 31, 1998, two of th ese CPN 's were refunded  into th e 1998B an d the 

1998 D Program s. In addition, in December 1998, the 1997 C-4 bonds ($31,200,000) which were 
originally issued in December, 1997 as short term  escrow bonds, were refunded into the 1998D lending 
program . 

8. AUTH O RITY FEES 

Beginning with the 1992 Programs, th e Authority instituted  an authority fee which is paid to th e 
Unrestricted  Fund by th e individual program s. Th e Unrestricted Fund recognizes auth ority fee  income 
related  to the fees paid by the individual programs. Th e fee inco me received  by th e Unrestricted  Fund is 
currently being used  to provide the upfront fu nds required  of th e Authority's an nual program s in order to 
finance such th ings as costs of issuan ce of bonds, subsidizing lower income m ortgagor's with waivers of 
disco unt points an d providing down payment assistance to mortgagors. The actual fees paid by each 
program varies in acco rdance wi th th e provisions of the respective program 's indenture agreement. 
Authority fee income recognized by th e Unrestricted  Fund, an d Authority fee expense recognized by th e 
individual program s are disclosed  separately in th e Individual and Combined  Statements of Revenues, 
Expenses an d Chan ges in Fund Balan ces. 

DOW NPAYM ENT ASSISTANCE AND AUTItORITY ASSISTANCE PROGRAM S 

During fiscal year 1996, the Authority began  the l)ownpayment Assistance Program  which provides 
funds to borrowers that mee t certain criteria in order to assist borrowers wi th closing costs or down 
payments. Th e am ount of funds is based on a percentage of the loan am ount (generally 3 to 4%). Th e 
interest rate charged  on th ese loan s is grea ter than  the interest rate on loan s that do not utilize  th is 
program . Also during 1996, th e Auth ority initiated  th e Authority Assistance Program which waives the 
disco unt points on loans made to households whose inco me is under $27,500. 

Costs related  to th ese program s are capitalized an d are being am ortized over th e lives of th e related  as sets 

as yield adjustments based upon the average lives of the underlying assets. Th e remaining unam ortized 
balan ces are classified on th e accompan ying balan ce sheets in the sam e caption as  the related  as sets. 
During th e year ended December 31, 1998, th e Authority paid the followi ng: 

1995 B Program 
1996 B Program  
1997 D Program 
1998 B Program  
1997 C 1-C3 Program  

Decem ber 31 
1997 

$ 302 
386 
211 

- 22 - 

Paid In 
1998 

1998 
Am ortization 

$ 30 
40 
58 

Decem be r 31 
1998 

$ 272 
360 
523 
71 
834 

.$ 2,060 



10. TRA NSFERS AM O NG PRO G RA M S 

Transfers among program s generally consist of nonrecurring transfers associated ~ith (1) the initial 
issuance of bonds, (2) transfers to the unrestricted fund of remaining fund assets, net of bond proceeds as 
discussed in Note 7, an d (3) balan ces in the co st of issuan ce accounts. 
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EAST BA TO N RO UG E M O RTGA G E FINA NC E A UTHO RITY 

YEAR 2000 SUPPLEMENTARY INFORMATION 
YEAR ENDED DECEMBER 31, 1998 

The year 2000 issue is the result of shortcomings in many electronic data-processing systems and other 
equipment that m ay adversely affect operations in the year 1999 and beyond. For many years, progranuners 
eliminated the first tw o digits from a year when writing program s. For exam ple, programm ers would designate 
January 1, 1965 as "01/01/65" instead of"01/01/1965." On January 1, 2000 at 12:00:01 am ., the internal 
clock in computers an d other equipment will roll over fi'om "12/31/99" to "01/01/00." Unfortunately, m an y 
program s (if not co rrected) wi ll not be able to distinguish between the year 2000 an d the year 1900. Th is may 
cause the program s to proc ess data inaccurately or to stop processing data altogether. Another factor th at may 
cause problems in programs is the leap-yea r calculation. Som e program s are unable to detect th e yea r 2000 as 
a lea p year. 

Problems affecting a wi de range of governmental activities will likely result if co mputers an d other electronic 
eq uipment that are dependent upon date-sensitive coding are not co rrected. These problems have the potential 
for causing a disruption to some governm ent operations an d m ay temporarily increase the co st of th ose 
operations. 

The Authority's Board of Trustees is empowered  under th e bond trust indentures and th e bond program  
agreements to co ntract with outside parties to conduct th e day-to-day operations of the Authority and th e 
programs it initiates. Th e Authority employs Financial Consulting Services, Inc. (FCS) as its Program 
Administrator to provide administrative staff support for th e Board of Trustees and its co nmaittees, general 
office administration for the Authority and program  administration an d supervision for each of its mortgage 
purchase bond programs. 

The Program  Administrator maintains computerized current da ta on the Authority's acco unting records an d 
loan data , and superv ises the servicing an d tru stee functions for ea ch program . Th e Authority, th erefore, has 
no co mputer software or hardware as the internal related fu nctions are performed  by FCS. As such, the 
Authority has not directly incurred  or co mmitted  an y fu nds in co nnection wi th the yea r 2000 issue. Th e 
mana gement of FCS has  informed  th e Auth ority th at it has co mpleted  the awareness and as sessment stages of 
FCS's yea r 2000 program an d th at the remed iation stage wi ll be completed  by June 30, 1999 with the 
validation testing stage to he co mpleted  by July 31, 1999. 
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Deloitte & 
Touche 

Deloitte & Touche LLP Telephone: (225) 928-0108 
Suite 501 Facsim ile: (225) 928-0449 
8550 United Plaza BouTevard 
Baton Rouge, Louisiana 70809 

INDEPENDENT AUDITO RS' REPORT ON CO MPLIANCE AND O N INTERNAL 
CO NTRO L OVER FINANCIAL REPO RTING BASED UPON THE AUDIT PERFORMED 
IN ACCORDANCE W ITH G O VERNM ENT AUDITING STANDARDS. 

To the Board of Trustce s of th e 
East Baton Rouge M ortgage Finance Authority 

W e have audited the finan cial statements of East Baton Rouge M ortgage Finance Authority (the 
"Authority"), as of and for the year ended December 31, 1998, and have issued our report thereon dated 
June 1, 1999. W e conducted  our audit in acco rdance with generally acce pted  auditing standards and th e 
standards applicable to financial audits co nta ined in GovernmentalAuditing Standards, issued  by th e 
Comptroller General of th e United  States. 

Complian ce 

As part of obtaining reasonable assuran ce  about whether the Authority's financial statements are free of 
m aterial m isstatement, we perform ed  tests of its co mpliance with ce rtain provisions of laws, regulations, 
contracts, and grants, nonco mpliance  with which co uld have a direct an d m aterial effect on the 
determination of finan cial statem ent am ounts. H owever, providing an opinion on co mplian ce wi th th ose 

provisions was not an objective of our audit an d accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of nonco mplian ce  th at are required  to be reported  under 
Government A udJting Standards. 

cm al Control Ovcr Financial Rcnortin~ 

In plan ning an d performing our audit, we co nsidered  Eas t Baton Rouge M ortgage Finan ce  Authority's 
internal control over finan cial reporting in order to determine our auditing procedures for th e purpose of 
expressing our opinion on th e financial statements an d not to provide assuran ce on the intem al control over 
finan cial reporting. Our c~nsideration of the intern al co ntrol over finan cial reporting would not necessarily 
disclose all matters in tbe  internal co ntrol over financial reporting that m ight be m aterial weaknesses. A 
material weakness is a condition in which th e design or operation of one or more of th e intez~aal co ntrol 
components does not red uce to a relatively low level the risk that misstatements in am ounts th at would be 
material in relation to the financial statements being audited  may occur and not be detected wi thin a timely 
period by employees in th e normal co urse of perform ing th eir as sign ed  functions. W e noted no matters 
involving th e intern al conlrol over financial reporting and its operation th at we co nsider to be m aterial 
weaknesses. 

DeloitteTouche 
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This report is intended for the information of the audit c~ommittee, management, and the Slate of Louisiana 
Legislative Auditor. H owever, this report is a m atter of public record and its distribution is not lim ited. 

June 1, 1999 
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Deloitte & 
Touche 

June l, 1999 

Board of Trustees of the 
East Baton Rouge M ortgage Finance Authority 

New Orleans, Louisiana 

Dear M embers of th e Board of Tru stees 

Deloitte & Touche LLP 
Suite 501 
85S0 United Plaza Boulevard 
Baton Rouge, Louisiana 70809 

Telephone: 1225) 928-0108 
Facsim ile: (225) 928 0449 

The approach of th e yea r 2000 presents significant issues for many financial, information, and 
operational systems. M an 5, systems in use today may not be able to interpret dates after Dec ember 31, 
1999 appropriately, bex~anse such systems allow only two digits to indicate the ),ear in a da te. As a 
result, such systems are unable to distinguish January 1, 2000, from January 1, 1900, which could have 
adverse consequence s on the operations of the entity an d the integrity of inform ation processing, causing 
safety, operational, and finan cial issues. 

Our audit of the East Baton Rouge M ortgage Finanoe Authority's finan cial statements for th e yea r 
ending Dece mber 31, 1998, does not provide an y as suran ces, nor do we express an y opinion, that the 
East Baton Rouge M ortgage Finan ce Auth ority's systems or an y other systems, such as those of th e Eas t 
Baton Rouge M ortgage Finan ce  Authority's vendors, service providers, or oth er th ird parties, are year 
2000 complian t. Jn addition, we were not engaged to perform , nor did we perform as part of our audit 
engagem ent, any procedures to test wheth er th e East Baton Rouge M ortgage Finan ce Auth ority's 
system s or an y oth er systems are year 2000 compliant or whether th e plans an d activities of the East 
Baton Rouge M ortgage Finan ce Auth ority are suffi cient to address and correct system or an >, other 
problems that m ight arise because of th e yea r 2000, nor do we express any opinion or provide an y 
assuran ces with respect to these matters. 

However, during our audit, we made limited inquiries about th e East Baton Rouge M ortgage Finance  
Authority 's activities to address the year 2000 issue. W e have not perform ed  any procedures to test the 
accuracy or co mpleteness of the responses to our inquiries, but we have included our observations 
resulting from th ose inquiries in th e paragraph following. Our observations supplement th e 
communications th at were previously made to th e Board of Trustees an d are appropriate as of th e date 
of this letter. Because year 2000 activities are currently in process, we may have had additional 
observations had we made inquiries after th e date of this letter. Accordingly, we encourage th e 
m anagement an d Board of Trustee s to continue its oversight of the East Baton Rouge M ortgage Finance 
Authority's yea r 2000 activities. 

DeloitteTouche 
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W e discussed the Autholity's Year 2000 activities with M s. Victoria Theriot of Financial Consulting 
Services, Inc. who infoI~med us of th e following: 

The Auth ority's Board of Trustees is empowered under th e bond trust indentures and th e bond 
program agree ments to contract with outside parties to conduct the day-to-day operalions of the 
Authority and th e program s it initiates. The Auth ority employs Financial Consulting Service s, lne 
(FCS) as its Program Administrator to provide administrative staff support for the Board of 
Trustee s an d its committees, general office administration for the Authority and program 
administration an d supervision for each of its mortgage purchase bond program s. 

Th e Program Administrator maintains co mputerized current data on the Authority 's accounting 
records an d loans data, an d supervises th e servicing and trustee functions for each program . The 
Auth ority, therefore, has no co mputer software or hardware as th e internal related functions are 
performed  by FCS. As such, th e Authority has not directly incurred  or co mmitted  an y funds in 
co nnection wi th lhe yea r 2000 issue. The man agement of FCS has informed th e Authority that it has 
co mpleted  th e awareness an d as sessment stages of FCS's yea r 2000 program  an d that the 
remediation stage wi ll be co mpleted by June 30, 1999 wi th the valida tion testing stage to be 
completed  by July 31, 1999. 

M s. Theriot also inform ed  us th at she has not yet received  reports on th e yea r 2000 rea diness of all of 
the Auth ority's service providers. 

Th is report is intended  solely for th e information an d use of management, th e Board of Tru stee s, an d 
others within th e organization. 

Yours truly 
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