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INDEPENDENT AUDITOR'S REPORT

To the Board of Trustees
Capital Area Finance Authority
Baton Rouge, Louisiana

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities which include
each of the individual programs, FutureVision, LLC, the unrestricted fund, and the 2019 combined
financial statements of the Capital Area Finance Authority (the Authority) as of and for the year ended
December 31, 2019, and the related notes to the financial statements, which collectively comprise the
Authority’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Authority’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the financial
statements.



We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the Capital Area Finance Authority as of December 31, 2019, and the
respective changes in financial position and cash flows thereof for the year then ended in accordance
with accounting principles generally accepted in the United States of America.

Report on Summarized Comparative Information

We have previously audited the Capital Area Finance Authority’s December 31, 2018 financial
statements, and we expressed an unmodified audit opinion on those audited financial statements in our
report dated June 14, 2019. In our opinion, the summarized comparative information presented herein
as of and for the year ended December 31, 2018 is consistent, in all material respects, with the audited
financial statements from which it has been derived.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis information on pages 3 through 12 be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting
for placing the basic financial statements in an appropriate operational, economic, or historical context.
We have applied certain limited procedures to the required supplementary information in accordance
with auditing standards generally accepted in the United States of America, which consisted of inquiries
of management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued a report dated June 18, 2020
on our consideration of the Authority’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the Authority’s internal control over financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the Capital Area Finance Authority’s internal control over financial reporting and
compliance.
Respectfully submitted,

Baton Rouge, Louisiana
June 18, 2020



MANAGEMENT’S DISCUSSION AND ANALYSIS
(UNAUDITED)

The Management’s Discussion and Analysis (“MD&A”) of the Capital Area Finance Authority’s (the
“Authority”)y (formerly known as the East Baton Rouge Mortgage Finance Authority) financial
performance presents a narrative overview and analysis of the Authority’s financial activities for the
year ended December 31, 2019 as well as commentary of general market trends, market conditions and
the Authority’s mortgage loan origination. This document focuses on the year ended December 31, 2019
activities, resulting changes, and currently known facts in comparison with the prior year’s information.
Please read this MD&A in conjunction with the Authority’s audited financial statements for the year
ended December 31, 2019 presented beginning on page 13.

The Authority’s basic financial statements include the totals of the similar accounts of each of the
Authority’s various bond programs and FutureVision, LLC, as well as the Authority’s Unrestricted Fund.
Since the assets of each individual bond series are only pledged by the respective bond resolution and
trust indenture to the respective individual bond series, the totaling of the accounts, including the assets
therein, 1s for convenience purposes only and does not indicate that the combined assets are available m
any manner other than what is provided for in the respective resolutions and indentures relating to each
separate bond series. However, for the purpose of this analysis, we will refer to the combined totals in
order to assist the reader in understanding the overall financial condition of the Authority.

A commentary of general economic trends, interest rate market conditions, as well as an overview of
financial statements, an analysis of the Authority’s activities for the year ended December 31, 2019,
current economic factors, the Authority’s 2020 budget and the Authority’s mortgage lending programs
are presented over the following pages.

s Prior to the COVID-19 pandemic, general economic conditions had seen significant improvement
mcluding a rise i the stock markets and lower unemployment numbers. Consumer confidence was
also improving. The Dow Jones Industrial Average increased 22% by the end of 2019 over the 2018
yearend.

¢ Mortgage loan mterest rates had begun to rise prompted 1n part as a reaction to the rise in the Federal
Reserve Interest Rates. However, reaction in the market to COVID-19 caused rates to rapidly decline.
Rates have stabilized but are still lower now than the end 0of 2019.

¢ There 1s not sufficient improvement in the market for the Authority to consider issuing tax-exempt
mortgage revenue bonds during 2020. If the Federal Reserve short-term interest rates stay the same
or decline, the possibility of a tax-exempt mortgage revenue bond issue may be pushed even further
into the future.

s The Authority has not issued any new tax-exempt Mortgage Revenue Bonds since 2011.

o In 2014, the Authority completed its mortgage lending program (the “GSE Mortgage Lending
Program”) utilizing the GSE bond proceeds. The bonds were issued in early 2010 and converted to
a permanent rate late in 2011.

o The mortgage loan interest rates on the GSE Mortgage Lending Program ranged from 3.75% to
4.75% available to first-time homebuyers and included down payment and closing cost assistance.
This assistance was in the form of a soft second mortgage forgivable over a five (5) year period
which second mortgage loan has no monthly principal or interest payments required. The GSE bond
issue was the first lending program in which the Authority offered soft second mortgages.
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e In2015 and 2016 the Authority 1ssued taxable bonds to refund several prior bond issues. The purpose
of the refundings was to lower the bond interest expense and to release surplus assets to the
Unrestricted Fund. In each refunding the majority of the Mortgage Backed Securities which had been
the collateral for the prior issues were transferred to the new taxable bond issues as collateral for the
new bonds. Excess Mortgage Backed Securities and cash from the prior issues were transferred to
the Authority’s Unrestricted Fund.

o During 2016, the Capital Region experienced two major flood events (March and August) both of
which resulted 1n designations as Federal Disaster Areas. These two events had a significant impact
on economic conditions in the Capital Region. Most of the Capital Region businesses have recovered,
however residential districts are still recovering.

FINANCIAL HIGHLIGHTS

2019 Mortgage Loan Principal Pavdowns for Mortgage 1.oans Made with Mortgage Revenue
Bond Proceeds

Conventional market mortgage loan interest rates have leveled out or begun to drop, due the
lowering of short-term rates by the Federal Reserve, which generally speeds the pace of
prepayments caused by refinancing the first mortgages. The amount of early paydowns
decreased during 2019 resulting in $4.865 million in total mortgage loan paydowns as
compared with $5.980 million in 2018, but early paydowns are expected to increase during
2020. No new mortgage loans were originated during 2019 using mortgage revenue bond
proceeds.

2019 New Mortgage Loan Originations

Capital Advantage Program — To Be Announced (“TBA™) Program

In September of 2014, the Authority initiated the Capital Advantage Program (“CAP”) a TBA
Turnkey Mortgage Loan Program with Raymond James as Hedging Agent and US Bank as the
Master Servicer. Loans are originated and funded by approved banks and mortgage companies
and the loans are then purchased by US Bank. Down payment assistance is provided as a grant
by a marginal increase in the mortgage loan rate. The Authority earns a one-time fee at the time
of the pooling of the loans into an MBS. The first pooling was conducted in February of 2015.

In 2019, US Bank, on behalf of the Authority, has pooled approximately $6.245 million in loans
and the Authority earned approximately $12,900 in one-time fees of which $2,495 was earned in
Parishes with which CAFA has Cooperative Endeavor Agreements (“CEA’s”) in 2019 as
compared to $13.638 million in loans and $42,652 in one-time fees in 2018. CAFA lowered its
fees charged on each loan in order to lower the mortgage loan interest rate to the home buyer.

Mortgage rates were rismg during most of 2019 which made selling the Mortgage Backed
Securities (“MBS”) more difficult as MBS with higher rates have more early prepayment risk.

Purchase Advantage Powered by CAFA (PAC) Program - TBA Program

In August of 2015, the Authority initiated the LA CAFA TBA Mortgage Loan Program in
cooperation with GMFS Lending. During 2017, the name was changed at the request of GMFS
to “Purchase Advantage Powered by CAFA (“PAC”). This program utilizes licensed financial
stitutions comprised of community banks, credit unions and mortgage brokers who choose to
broker conventional and government mortgage loans. GMFS Lending serves as underwriter,
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funder, and Master Servicer for this program. Stifel Nicolaus & Company acquired George K.
Baum during 2019 and now acts as hedging agent and Program Administrator for this program.
Down payment assistance 1s provided as a grant by a margmal increase in the mortgage loan rate.
The Authority earns a one -time fee at the time of the closing of the loans.

During 2019, approximately $14.914 million in loans were closed and the Authority earned
$81,238 in one-time fees (of which $37,136 was earned in CEA Parishes) as compared to 2018,
when $50.526 million in loans were closed and the Authority earned $251,157 in one-time fees
(of which $117,748 was earned in CEA Parishes).

Mortgage rates were rising during most of 2019 which made selling the Mortgage Backed
Securities (“MBS”) more difficult as MBS with higher rates have more early prepayment risk.

o CAFA Gold Program - TBA Program

In April 2017, CAFA initiated the CAFA Gold Program as a pilot program in cooperation with
Freddie Mac. This program is a market rate program with down payment and closing cost
assistance in the form of a soft second mortgage (a second lien on the property that has no interest
and no payments which is forgiven over a period of 7 or 10 years). Freddie Mac Seller/Servicers
in this program are allowed to originate and service their own loans. For 2018 Assurance
Financial was the only Seller/Servicer originating loans in this program. Gateway Mortgage
Group was added as a Seller/Servicer in 2019. CAFA earns a one-time fee for these loans at the
closing of the first mortgage. See the chart below for a year over year comparison of new loans

and fees.
Originations and Fees for CAFA Gold
2019 as Compared to 2018
Assurance Financial 2019 2018 Increase/(Decrease)
Originations / First
Mortgages $4,922.381.00 $4,671,000.00 $251,381.00
Total Fees Earned
(including Fees earned in
CEA Parishes) $36,917.86 $38,340.00 ($1,422.14)
Fees Earned in CEA
Parishes $8,742.66 $9,082.00 ($339.34)

Gateway Mortgage Group
Originations / First

Mortgages $25,224,343.00 $0.00 $25,224,343.00
Total Fees Earned
(including Fees earned in
CEA Parishes) $189,182.57 $0.00 $189,182.57
Fees Earned in CEA
Parishes $41,846.64 $0.00 $41,846.64



e (Cooperative Endeavor Agreement Parishes (CEA Parishes)

In addition, CAFA has CEAs with 36 Parishes outside the nine parish Capital Area which allows
mortgage loan originations utilizing CAFA’s TBA programs. In exchange for the approval of
each parish to allow CAFA to originate loans therein, CAFA shares 50% of the one-time fee
generated from loans made n each particular CEA Parish.

2015 Taxable Refunding Single Family Mortgage Revenue Refunding Bonds Series 2015

In September 2015, the Authority conducted a Taxable Refunding of Single Family Mortgage Revenue
Bonds in the amount of $20.02 million in Bonds. The Authority collapsed multiple prior single-family
bond issues. The proceeds of the 2015 Taxable Refunding Bonds were used to call the bonds of the prior
single-family issues. The majority of the MBS collateral from the prior issues was transferred to the
2015 Taxable 1ssue as collateral for the 2015 Bonds. The remaining MBS and residual cash from the
refunded prior issues was transferred to the Unrestricted Fund. The 2015 Taxable Refunding released
approximately $1.6 million in residual cash and approximately $2.816 million in MBS from the restricted
refunded bond issues to the Unrestricted Fund. The average bond interest rate was reduced from
approximately 5.90% on the refunded bonds to approximately 2.90% for the new bonds.

The $32,000 of “Deferred Inflow of Resources” represents legacy bond premiums from certain refunded
prior single-family bond issues which were funded using the 2015 taxable bond issues proceeds.

2016 Taxable Refunding Single Family Mortgage Revenue Refunding Bonds Series 2016

In November 2016, the Authority conducted a Taxable Refunding of Single Family Mortgage Revenue
Bonds in the amount of $9.725 million in Bonds. The Authority collapsed two prior single-family issues.
The proceeds of the 2016 Taxable Refunding Bonds were used to call the bonds of the prior single-
family 1ssues. The majority of the MBS collateral from the prior issues was transferred to the 2016
Taxable issue as collateral for the 2016 Bonds. The remaining MBS and residual cash from the refunded
prior issues were transferred to the Unrestricted Fund. The 2016 Taxable Refunding released
approximately $301,125 in residual cash and approximately $191,316 in MBS from the restricted
refunded bond issues to the Unrestricted Fund. The average bond mterest rate was reduced from
approximately 4.674% on the refunded bonds to approximately 2.375% for the new bonds.

The $55,000 of “Deferred Inflow of Resources” represents legacy bond premiums from certain refunded
prior single-family bond issues which were funded using the 2016 taxable bond issues proceeds.

2019 Adjusted Net Position

e The Authority’s assets exceeded its liabilities at the close of 2019 by $33.947 million, which
represents a $1.042 million increase from the 2018 amount of $32.905 million.

e For the year ended December 31, 2019, the Authority had $1.173 million in unrealized gains in the
Net Increase (Decrease) in the Fair Market Value of Investments. The net unrealized gain of $1.173
million for 2019 combined with the net unrealized loss in 2018 of $2.001 million represents a $3.174
net gain in the fair market value of investments from 2018 to 2019.

o  Without giving effect to the adjustment for the cumulative unrealized gains in the Net Increase
(Decrease) in the Fair Value of Investments, the Authority’s assets exceeded its liabilities by $32.774
million in 2019 which represents a decrease of $2.132 million from the 2018 adjusted amount of
$34.906 million.



2019 Adjusted Operating Revenues

The Authority’s adjusted revenues of $3.472 million in 2019 (exclusive of the $1.173 million Net
Increase in the Fair Value of Investments) decreased by $291,000 as compared to adjusted revenues
of $3.763 million generated in 2018 (exclusive of the Net Decrease in the Fair Value of Investments
of $2.001 million.)

The Authority generated income earned on mortgage loans receivable/mortgage backed securities of
$1.896 million in 2019 as compared with $2.147 million in 2018 - a decrease of $251,000. This
decrease 1s due in part to the early payoff of aging loans.

The Authority realized a $18,000 increase in income earned on other investments from $625,000 in
2018 to $643,000 in 2019.

The Authority Fee Income in 2019 decreased by $89,000 from $675,000 in 2018 to $586,000 in
2019. This is primarily due to a decrease in the Mortgage Loan Receivable / MBS from regular and
early principal payments. Authority Fees are calculated on the outstanding loan balances.

The income for 2019 from fees earned on the three Market Rate LL.oan Programs which combined
total $299,000 as compared to $311,000 for 2018, a decrease of $12,000 due to a decrease in first
mortgage loan production. Mortgage Loan rates were climbing during most of 2019 and staying
competitive with the conventional mortgage market became more challenging.

The Authority had an increase in Miscellaneous Income of $21,000 from $1,000 in 2018 to $22,000
in 2019. The $20,000 PILOT fee received from the LaPlaya Multi-family development is mostly
responsible for this increase.

2019 Operating Expenses

The Authority’s 2019 Total Operating Expenses of $3.599 million increased by $77,000 from 2018
operating expenses of $3.522 million.

There was a decrease in the amortization of DAP/MLAP of $122,000 from $124,000 in 2018 as
compared to $2,000 in 2019.

There was an increase of $451,000 in Operating Expenses of $1.983 million in 2019 as compared to
$1.532 million in 2018.

2019 Adjusted Net Operating Income

Excluding the realized and unrealized gains or losses in the Net Increase/Decrease in the Fair Value
of Investments for 2019 and 2018 and adjusting for the non-cash expense item category of the
amortization of down-payment assistance programs costs, the Authority experienced a net operating
loss of $127,000 in 2019 compared with a $365,000 net operating gain in 2018.

2019 Unrestricted Fund Net Position

As of December 31, 2019, the Authority had an net position of $29.494 million (after adjusting for
the unrealized gain of $444,000) as compared with net position of $30.077 million as of Decem-
ber 31, 2018 (after adjusting of for an unrealized loss of $390,000) representing a decrease of
$583,000.



Authority’s Bond Credit Ratings

¢ The Authority has a “Aaa” rating from Moody’s Investor Service (“Moody’s”) on substantially all
of its separately secured series of bonds. The Series 2009A-1, A-2 and A-3 Bonds which were rated
A2 (upgraded in July, 2014). These series of Bonds listed above were rated lower than Aaa due solely
to the downgrade of the Moody’s ratings of various financial institutions respective guaranteed
mvestment agreement providers with which the Authority invests its monthly receipts of mortgage
loan principal and interest payments from its mortgage backed securities which serve as collateral
for the Authority’s Bonds.

e The 2009 GSE Bonds are rated Aa+ by Standard and Poor’s Corporation.

o In May 2002, the Authority had applied for an issuer rating from Moody’s Investor Services
{(“Moody’s™). Moody’s awarded the Authority an ‘A3’ 1ssuer general obligation rating which 1s the
current rating. The Authority issued a series of subordinate bonds in the principal amount of $2
million as a part of the Series 2009A Bonds on October 27, 2009 secured in part by the Authority’s
general obligation pledge of the Authority’s unrestricted assets.

Moody’s reaffirmed the Authority’s ‘A3’ 1ssuer general obligation rating on November 13, 2014.
The “A3” rating remains the current credit rating. Moody’s included as a part of its rating report
certain operating and debt ratios i its rating report.

¢ Moody’s 1ssued a Aaa rating to the Taxable Single Family Mortgage Revenue Refunding Bonds
Series 2015.

e Moody’s 1ssued a Aaa rating to the Taxable Single Family Mortgage Revenue Refunding Bonds
Series 2016.

OVERVIEW OF THE FINANCIAL STATEMENTS

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

Basic Financial Statements

The basic financial statements include information on a combined basis for the Authority as a whole, in
a format designed to make the statements easier for the reader to understand. The statements include the
balance sheets; the statements of revenues, expenses, and changes in net position; and the statements of
cash flows.

The balance sheets (page 13) present the assets and liabilities separately. The difference between total
assets and total liabilities is net position and may provide a useful indicator of whether the financial
position of the Authority is improving or deteriorating on an adjusted basis.

The statements of revenues, expenses, and changes i net position (page 14) present information showing
how the Authority’s net position changed as a result of the current year’s operations. Regardless of when
cash 1s affected, all changes in net position are reported when the underlying transactions occur. As a
result, there are transactions included that will not affect cash until future fiscal periods.

The statements of cash flows (pages 15 - 16) present information showing how the Authority’s cash
changed as a result of the current year’s operations. The combining cash flow statements are prepared
using the direct method and include the reconciliation of net income (loss) to net cash provided by (used
in) operating activities (indirect method) as required by Statement 34 of the Governmental Accounting
Standards Board.




COMBINED STATEMENT OF NET ASSETS
AS OF DECEMBER 31, 2019 AND 2018

{(In thousands)
Change from
2019 2018 Prior Year
Cash and Cash Equivalents $ 11872 $ 10,098 N 1,774
Brokered Certificates of Deposit 6,202 7,598 (1,396)
Guaranteed Investment Agreements 218 291 (73)
State, U.S. Government and Agency Securities 7.089 7.199 (110)
Mortgage-Backed Securities 39,508 44,373 (4,865)
Mortgage Loan Receivable - Net 263 46 217
Accrued Interest Receivable 232 265 (33)
Note Receivable 1,197 396 801
Prepaid Insurance and Other Assets 55 56 H
Capital Assets (Net of Accumulated Depreciation) 1,834 1,872 (38)
Total Assets $ 68470 $ 72,194 S 3,724)
Accounts Payable and Accrued Liabilities $ 136 $ 36 $ 100
Accrued Interest Payable 114 130 (16)
Bonds and Lines of Credit Payable - Net 34,273 39,123 (4,850)
Total Liabilities 34,523 39,289 (4,766)
Deferred Inflows - Related to Refunding of Bonds 87 91 4)
Net Position:
Net Investment in Capital Assets 1,834 1,872 38)
Restricted *1 3,500 2,981 519
Unrestricted *2 28,526 27,961 565
Total Net Position 33.860 32,814 1.046
TOTAL LIABILITIES AND NET POSITION $ 68,470 $ 72,194 $ (3,724

*1 ‘Restricted net assets’ represent those net assets that are restricted and as a result are not available for
general use due to the terms of the va rious bond trust indentures under which certain specified assets
are held and pledged as security for the individual bonds of the Authority constituting its mortgage
lending programs.

*2 “Unrestricted net assets’ are those assets for which there is not a specific limitation pledge of any of the
unrestricted net assets to a specific bond issue of the Authority.



Authority Debt

The Authority had $34.273 million in mortgage revenue bonds on December 31, 2019 as compared
to $39.123 nullion in mortgage revenue bonds as of December 31, 2018, as shown i the table below:

OUTSTANDING AUTHORITY DEBT AS OF DECEMBER 31, 2019 AND 2018

Change from
2019 2018 Prior Year
(millions) (millions) (millions)
Mortgage Revenue Bonds $34.273 $39.123 $(4.850)
Line of Credit (FHLB of Dallas) - - -
Outstanding Debt (as of December 31)  $34.273 $39.123 $(4.850)

Mortgage Revenue Bonded Debt outstanding decreased by $4.850 million as of December 31, 2019
as compared with December 31, 2018.

The Authority had an outstanding line of credit as of December 31, 2019 with the Federal Home Loan
Bank of Dallas with a zero balance.

Accounts Payable and Accrued Interest Payable

The Authority had Accounts Payable and Accrued Liabilities and Accrued Interest Payable of $250,000
outstanding on December 31, 2019 (of which $114,000 is accrued interest payable on the bonds)
compared with $§166,000 for December 31, 2018 — an increase of $84,000

Subsequent Events

In 2018 CAFA began implementation of our Payment in Lieu of Taxes (“PILOT”) program to
financially assist developers of multi-family projects that provide quality affordable housing for low
and moderate income families. CAFA will own the land and improvements and lease it back to the
developer. CAFA’s ownership allows the property to be exempt from local property tax increases for
a period of time.

The Authority completed 1ts first PILOT Agreement with the developer of the LaPlaya Apartment
renovation. The Authority recetved an upfront fee and will receive an annual Administrative Fee for
the 20 year life of the PILOT agreement. Several other PILOT projects are in development.

The Authority awarded a $200,000 grant to the Arts Council of Greater Baton Rouge. These funds
were awarded as a part of their Capital Campaign to renovate the “Triangle Building” into a center for
the arts. The Authority will also provide the interim construction financing for the renovation.

The Authority 1s cooperating with the Louisiana Housing Corporation’s Neighborhood Landlord
Program, which assists landlords who rent to low and moderate income families renovate or build new
single-family or small (less than 7 units) multi-family residences that were damaged or destroyed by
the devastating tloods in 2016. The Authority 1s providing the interim construction financing for the
landlords.
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o The Authority approved a Line of Credit for Build Baton Rouge, The Redevelopment Authority of
East Baton Rouge Parish. Build Baton Rouge will use the Line of Credit to acquire properties along
the Plank Road corridor, a dis-invested part of the city, for their significant re-development project in
that area.

ECONOMIC FACTORS AND THE AUTHORITY’S 2019 BUDGET

The Authority’s Board of Trustees considered the following factors and indicators when the Authority
adopted its 2020 Operating Budget. These factors and indicators include, but are not limited to:

¢ The potential for the continuation of relatively low and stable to declining conventional mortgage
loan interest rates in 2020 will cause the velocity of early mortgage loans payoffs to increase. But
lower rates should also increase new mortgage loan production in the TBA programs.

o The Authority launched a Market Rate mortgage loan program with down payment and closing cost
assistance with Raymond James as hedging agent and US Bank as Master Servicer in September
2014. Interest rates are published daily by 9:00am CST. The Authority conducted the first pooling
of loans in January 2015. Due to the catastrophic flooding in March and August of 2016 there were
several home financing products available through federal flood programs which had slowed the
origination of loans through this program. With those funds now mostly expended and mortgage loan
rates declining through 2020 increased production 1s expected. Increased mortgage loan production
results in increased fees for that production.

¢ The Authority created a parallel Market Rate mortgage program with down payment and closing cost
assistance with GMFS Lending, LLC in August 2015. This program utilizes licensed financial
mstitutions comprised of community banks, credit unions and mortgage brokers who choose to
broker conventional and government mortgage loans. GMFS Lending serves as underwriter, funder,
hedging agent and Master Servicer for this program. The Authority collects a one-time issue fee
when the loans are closed. Due to the catastrophic flooding in March and August of 2016 there were
several home financing products available through federal flood programs which had slowed the
origination of loans through this program. With those funds now mostly expended and mortgage loan
rates declining through 2020 increased production is expected. Increased mortgage loan production
results in increased fees for that production.

e During 2017 CAFA began a mortgage loan program which allows major mortgage loan companies
to originate and then service their own loans. This 1s a pilot program in cooperation with Federal
Home Loan Mortgage Corporation (Freddie Mac) and Stifel Nicolaus & Company. Freddie Mac is
working with a few select local Housing Finance Agencies (“HFAs™) across the country similar to
CAFA to participate in this pilot program. In this program each HFA can select up to five (5) Freddie
Mac Seller/Servicers to origmate and service first mortgage loans under CAFA’s Gold Program. It
is a market rate program, but the structure of the program allows for a lower mortgage rate and
mcreased down payment and closing cost assistance due to the use of soft second mortgage loans
(second liens with zero interest and zero payments which are forgiven over a seven year period).
CAFA started with one Sellet/Servicer in 2017, added one Seller/Servicer during 2018 and added
another in 2019. With the mcrease in the number of Seller/Servicers and the increase in the number
of Parishes that have allowed the Authority to offer the loan programs, we expect an increase in
mortgage loan production.

s The current and future PILOT programs under development will provide the Authority with a
continuing stream of income over the life of each PILOT agreement.
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