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NDEPENDENT AUDITO RS' REPORT 

3"o the Board of Trustees of the 
East Baton Rouge M oJlgage Finance Auth ority 

Sute 501 lelephone: (504) I)2 
85!30 United Plaza Boulevard [ acsim ih~: (r~04) b2 
I~aton Rouge, L ouisiana 70809 :7261 

W e have audited the accompanying individual progrmn and unrestricted fund balan ce  sheets of th e East 

Baton Rouge M ortgage Finance Authority (the Authority) as of December 31, 1996, and the related 
individual statements of revenues, expenses an d changes in fund balan ces (deficits) an d cash flows for 
th e year then ended. These financial statements are the responsibility of the Authority's management. 
Our responsibility is to express an  opinion on these fllmneial statements bas ed on our audit. 

W e conducted our audit in accordance  with generally ace epted auditing standards an d Government 
Auditing Standards. Those standards require llmt we plan an d perform th e audit to obtain reasonable 
assuran ce  about whether the financial statements are free of material misstatement. An audit includes 
exam ining, on a test basis, evidence  supporting the an ~ounts and disclosures in th e financial statements 
/m audit also includes as sessing th e ace ounting prfl~eiples used  an d significant estimates made by 
management, as  well as  evaluating th e overall financial statement presentation. W e believe th at our 
audit provides a reasonable bas is for our opinion. 

In our opinion, such financial statem ents present fairly, in all m aterial respects, the financial position of 

each of the individual programs an d the unrestrietexl fund of the Authority at December 31, 1996, an d 
~heir revenues, expenses an d changes in fund balances (deficits) and their cash flows for the year then 
ended in co nform ity wi th generally accepted acc oun ting principles. 

In accordance  wi th Government Auditing Stand ards , we have also issued a report da ted June 3, 1997 on 
our co nsideration of th e Authority's internal co ntrol structure an d a report da ted June 3, 1997 on its 
complian ce  with laws an d regulations. 

June 3, 1997 

DeloitteTouche 
Tohmatsu 
International 
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EAST BATO N RO UG E M O RTGA G E FINA NCE A UTHO RITY 

NOTES TO FINANCIAL STATEMENTS 
YEA R ENDED DECEMBER 31, 1996 

ORG ANIZATION 

The East Baton Rouge M ortgage Finance Authority (the "Authority") was cremated through a Trust 
Indenture dated August 14, 1974, pursuant to provisions of the Louisiana Revised Statutes of 1950, as 
am ended . The initial legislation an d subsequent amendments grant the Auth ority th e power to obtain 
funds an d to use th e proceeds to promote th e financing and development of an y essential program 
conducted in th e public interest within th e boundaries of East Baton Rouge Parish, Louisiana. 

Th e Authority's operations co ns ist prinmrily of single family m ortgage purchase bond programs under 
which th e Authority promotes residential home o~ lership th rough the acquisition of mortgage loans 
secured by first mortgage liens on single family 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 an d 1995 B Program s, th ese loans arc 

pooled an d sold to the Government National Moltgage Association (GNMA) or the Federal National 
M ortgage Assoc iation (FNMA) in exchange for mortgage-backed securities on which GNMA or FNMA 
gu arantees payment of principal an d interest when due. Th e Authority also issues short-term escrow 
bonds , which m'e secudtized by U.S. Treasury Bills during th e interim in preparation of long-term  issues. 
Th ese sec urities are cxfllateralized by th e related loans. Th e funds  for th e Authority's programs were 
obtained through the issuance of bonds in the following face value am ounts (in thousands): 

1979 Progrmn, dated M arch 1, 1979 (defeased) 
1980 Program, dated September 1, 1980 (restructured ) 
1982 Progran a, dated October 1, 1982 (restructured) 
1983 Program , da ted April 14, 1983 (restructa~red) 
1984 Program , dated  September 18, 1984 
1985 Program , dated  M ay 7, 1985 
1987 Progrmrt, da ted  July 1, 1987 
1988 C&D Program , dated Augu st 1, 1988 
1988 E&F Program, dated  June 22, 1989 
M unicil)al Refunding Collateralized M ortgage Obligations (M RCM O) 
Program, dated  January 25, 1989 
1990 Program, da ted  Augu st 1, 1990 
1992 A&B Program , da ted  April 1, 1992 
1992 C Program , da ted April 1, 1992 
1992 D Program , dated  April 1, 1992 
1993 A&B Program, da ted  October 27, 1993 
1993 C Program , da ted October 27, 1993 
1994 A&B Program , da ted  Augu st 15, 1994 
1994 C Program , da ted December 29, 1994 (renmrketed) 
1995 A Program, dated February 23, 1995 (remarketed) 
1995 B Prograna, da ted October 5, 1995 
1995 C Program , dated September 28, 1995 (remarketed) 
1996 A Program, dated February 29, 1996 (remarketed) 
1996 B Progran a, da ted  October 24, 1996 
1996 C Program , da ted September 27, 1996 (short-term escrow issue) 
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$100,000 
125,000 
30,000 
30,000 
30,000 
26,000 
15,450 
26,975 
40,000 

67,905 
56,000 
25,000 
38,310 
8,975 
36,720 
15,270 
31,210 
13,250 
8,840 
12,500 
5,820 
9,765 
12,500 
6~390 



The bonds issued  by the Authority are general obligations of the Authority and are not obligations of the 
State of Louisiana or any oth er political subdivision th ereof. Th e 1984, 1985 an d M RCM O Program 
bonds  ar e covered by comprehensive municipal bond insurance, which guarantees payment of all principal 
an d interest when due. 

Th e Auth ority's Board of Trustees is empowered un der the bond trust indentures and the bo nd program 
agreements to co ntract with outside parties to conduct the day-to-day operations of the Authority and the 
programs it initiates. Th e Authority employs Financial Cons ulting Services, Inc. as its Program 
Administrator to provide administrative staff support for th e Board of Trustees an d its co mmittees, 
general office administration for the Authority an d program administration an d supervision for each of its 
mortgage purchas e bond programs. Under each of its single fam ily mortgage purchase bo nd programs, 
the Authority utiliz~es area  financial institutions to originate an d service the mortgage loans acquired . In 
addition, an  ar ea bank has been designated  as the Trustee of the separate bond programs an d has th e 
fiduciary lespons ibility for th e custody an d investment of fimds . 

The Program Administrator is respons ible for th e development of ea ch new bond issue an d loan program 
Once  th e bo nd issue is closed, the Program  Administrator supervises th e origination of th e m ortgage 
loans, underwrites (reviews an d approves) the new mortgage loans for purchase under each program, 
maintains  co mputerizezl current records on all loans, and supervises th e servicing an d trustee functions for 
ea ch program . 

SUM M ARY OF SIGNIFICANT REPORTING AND ACCOUNTING I:'OLICIES 

Basis ofAccountlng andReportlng - The Authority follows the accrual basis of accounting. Th e funds 
established  by the Bond Tru st Indentures, which are maintained  by th e Tru stee Bank, provide for the 
accounting for bonds  issued , debt service and bond red emption requirements, investm ents, and related 
revenues an d expens es. Th ese individual funds for ea ch bond program ar e ag gregated in the 
acco mpan)4ng individual financial statements. 

Combined Totals - Th e combined  financial statements include the totals of the similar acco unts of each of 
th e Auth ority's bond program s an d th e Authority's Unrestricted  Fund. Because th e as sets of th e bond 
program s ar e restricted  by th e related bond resolutions an d indentu res, th e totaling of th e acco un ts, 
including th e as sets th erein, is for co nvenience oldy an d does not indicate that the co mbined  as sets ar e 
available in any manner oth er than th at provi ded for in th e resolutions an d indentures relating to  th e 

separate programs. 

In particular, it should be noted that th e am ounts listed  un der th e heading "1979 Program" ar e th e 1979 
tax-exempt bond issue defeasan ce  da ta an d are not co mparable to th e program operations  da ta appea ring 
in the other co lumns. Th e fund balance for the 1979 Program is a result of naatehing as sets (U. S. 
Government Securities) valued at acereted cost wi th liabilities (Bonds) valued at ma turity values an d 
payable through th e year 2010. 

Amortization - Bond issuan ce  co sts, including underwriters' disco unt on bonds sold, ar e being am ortized 
ratably over th e lives of th e bonds bas ed  upon th e principal amoun ts outstanding. Th e remaining 
unamortized balan ce s of th ese co sts are reflected on the acco mpanying balance  shee ts as  "Deferred  
Financing Costs." 



Discounts (premiums) resulting from the purchase of U.S. Government securities, the transfer of 
m ortgage loans from the 1979 Program to th e M RCM O Program, and th e sale of ee rtain programs' bonds 

are being aeereted (amortized) over the lives of the related assets or liabilities as yield adjustments based 
upon th e principal am oun ts outstanding. "Ilae remaining unam oRized balanee s of these discounts an d 
premiums are clas sified  on th e accompanying balance sheets in the same captions as  th e related as sets or 
liabilities. 

Commitment I,'e~v and Loan Origination Costs' - Nonrefundable co rnmilm ent fees received subsequent 
to January 1, 1988 from originating financial institutions and ce rtain direct loan origination co sts are 

deferred and anaortized over the lives of the related assets as a yield adjustment. Prior to 1988, such fees 
were recognized in current operations  as  rece ived . 

Use of Estimates - The preparation of financial statements in conformity with generally accepted 
accounting principles requires m anagement to  make estimates an d as sumptions  that affect th e reported 
am ounts of as sets an d liabilities an d di sclosure of co ntingent as sets an d liabilities at th e date of th e 
financial slatements and the reported  am ounts of revenues and expenses during th e reporting period. 
Actual results co uld differ from th ose estinmtes. 

Statement of Cash Flows - For purposes of the statement of cash flows, the Authority considers all 
highly liquid investments purchased with a m aturity of three  m onths or less to be cash eq uivalen ts. 

Reclass~'cations - Certain prior year am ounts have been reclassified to conform wi th the current year 
presentation. 

3. CASH AND INVESTM ENTS 

The Authority's programs maintain deposits at th e Trustee bank. Th e balances of th ese deposits at 
December 31, 1996 were entirely insured. The Auth ority also has funds, classified as "Cas h and Cash 
Equivalents" on th e balance shee t, which represent interests in uninsured  m oney market mutual funds. In 
prior years, the Unrestricted Fund held certifica tes of deposit at various financial institutions . No 
certificates of deposit were held at December 31, 1996. 

Under certain of the Authority's programs, the Authority has entered into guaran teed investment 
agree ments with various financial institutions. "lhese ag ree ments define th e types of allowable 
investm ents an d specify a gu aranteed rate of retu rn on such funds. 

The approximate ma rket values of th e U .S. Government an d Agency securities at Dec ember 31, 1996 are 
as follows (in thousan ds): 

1979 Program  
M RCM O Program  
1996 C Program  
Unrestricted Fund 

Combined 

$64,779 
1,036 
6,480 
13,487 

The 1979 an d M RCM O Programs' U.S. Government Securities are restricted for debt service on th e 
programs' bonds an d paym ent of various progrm n expens es. Th ese securities are held by th e Trustee 
bank in the Authority's name. 
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The Authority's invcs~nen ts are categorized  below to give an indication oftha  level of risk assum ed  by the 
Authority at yea r-end. Category 1 includes invcs~tm cnts that are insured  or registered or for which the 
sec urities are hdd by the Authority or its agent in the Authority's name. Category 2 includes uninsured 
an d unrcgi.~ red investments for which th e sec urities are held by th e broker's or doaler's trust dcparUncnt 
in the Authority's name. Category 3 includes mfiusured  and unregistered inves~anen ts for which the 
securities arc held by the broker, or by its trust department, but not in the Authority's nam e. 

U. S. Govermnent 
an d Agency Sec urities 

Guaranteed Investmen t 
Agree m ents 

Category 
1 2 3 

(in thousands) 

$ 80,002 $ - $ 

51~468 

$51~468 

Carrying 
Am ount 

Market 
Value 

$ 80,002 $ 85,782 

51~468 51~468 

$131~470 $137~250 

4. M ORTGAGE LOANS RECEIVABLE AND M ORTGAGE-BACKED SECURITIES 

M ortgage Loans Receivable 

M ortgage notes acquired by the Authority from participating mortgag e lenders under the following bond 
programs have scheduled maturities of thirty yeals and are sec ured by first mortgages on th e related real 
property. The m ortgages have stated interest rates as follows: 

1984 Program  
1985 Program  
M RCM O Program 
1992 D Program 
1993 C Program 

10.950 %  
9,980 %  
8.500 % 
8.400 % 
7.125 %  

In addition to the customary insurance required of the mortgagors, the mortgage loans are insured under 
spec ial hazard policies, servicer performance bonds, an d supplemental mortgage trust policies for 
mortgagor defaults. Premiums for th ese policies ar e paid through th e applica ble Program's funds . 

The exehaJige of U.S. Government securities and mortgage loans between th e 1979 Program an d the 
M RCM O Program in Jan uary, 1989 resulte~l in the transfer of th e mortgage loans to th e M RCM O 
Program at a discount. Th e approximate effective yield on th e M RCM O Program's mortgag e loans is 
13.3% , an d th e remaining unam ortized discount was approxima tely $4,980,000 at Dec ember 31, 1996 
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All of the single fam ily m ortgage loans are origin ated by participating m ortgag e lenders through 
conventional, FHA or VA programs sponsored by the mortgage lenders and are sold to the Authority 
without recourse. The participating m ortgag e lenders service the m ortgag e loans for th e Auth ority an d 
receive monthly compensation based upon th e unpaid principal balance  of the mortgag e loans serviced 

M ortgage-backed Securities 

As discussed  in Note 1, the mortgag e loans originated  under ce rtain Authority programs 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 the following terms an d 
interest rates: 

1987 Program 
1988 C&D Progranl 
1988 E&F Program 
1990 Program  
1992 A&B Program 
1992 C Progra m 
1993 A&B Progran l 

1993 C Program 
1994 A & B Program  

1995 B Program  

Term Interest Rate 

23 Years 
30 Years 
30 Years 
30 Y ea rs 
30 Years 
30 Y ears 
30 Y ea rs 

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

8.30%  
8.35%  
7.88%  
7.85%  
7.00% 
7.75%  
6.50%  transferred  sec urities 
4.75%  new sec urities 
4.50%  
7.10%  
6.85% 
7.00%  
7.10% 
6.85%  
6.975%  
7.10%  

It is anticipated that in 1997, the 1996 B mortgage lending program will purchase 30 year mortgage- 
backed  sex:urities bea ting the following terms and interest rates: 

Term 

30 Yea rs 
30 Yea rs 
30 Years 

Interest Rate 

6.125%  
6.375%  
6.875%  

The change to the mortgage-backed  sec urities type of program  was prompted by various factors ineludiag  
th e unavailability of mortgag e pool and related insurance  coverage required  for conventional m ortgag e 
loan program s. The guarantees by FNM A an d/or GNM A whi ch th e Auth ority receives un der this type of 
program replaces the pool and related insurance coverag e of th e previous programs. Developmen t of th e 
new programs, origination of the mortgage loans and supervision of the servicing of the mortgag e loans 
for complian ce wi th federal mortgage bond lax laves by the Authority remain essentially the same. 

As  discussed  in Note 2, nonrefundable commitment fees received  from originating financial institutions 
an d certain direc t loan  origination costs are amortized over the lives of the mortgag e-backed  sec urities 
ogled  by th e 1988 C&D, 1988 E&F, 1990, 1992 A&B, 1993 A&B, 1994 A&B an d 1995 B Programs 
as a yield adjustment. 
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The net unam ortized balance s of the deferred net fees for such programs have bee n deducted from the 
balances of m ortgage-backed securities in the accompanying balan ce sheets. The following is a sum mar) 
of th e balances of deferred net fee s at December 31. 1996 and the effective yield on each program's 

mortgage-backed secm-ities resulting from the recognition of these fees as yield adjustments over the lives 
of th e securities. 

1988 C&D Program 
1988 E&F Program 
1990 Program  
1992 A&B, 1992C and 1992D Program s 
1993 A&B an d 1993C Programs 
1994 A&B Program 
1995 B Progra m 

Effective 
Y|eld 

8.67 %  
8.06 %  
8.07 %  
7.14 %  
5.65 %  
7.19 %  
6.975 %  

Unam oalz~  
De~ rr~  
N~ Fees 

$323,000 
282,000 
665,000 
141,000 
45,000 
274,000 
300,000 

In addition, th ere are nonrefundable commitm ent fees of $272,000 related to the 1996 B Program . Since. 
this program had not yet purchased  mortgage-backed sec urities as of Dec ember 31, 1996, no am ortization 
is recorded  in the Dce ember 31, 1996 finan cial statem ents. 

5. BONDS PAYABLE 

The net proceeds obtained  from th e bond issues are used  to establish funds authorized by th e Bond Trust 
Indentures to purchase eligible m ortgage loan s, sec ured by first m ortgage liens on single family owner- 
occupied residenee s, or to purchase GNMA and/or FNM A mortgage-backed  securities from qualified 
m ortgage lenders accepted for participation in th e program s by th e Auth ority. 

Th e Bond Trust In dentures provide that bond prbacipal an d interest are sec ured  by pled ges of all mortgage 
loan s an d mortgage-backed  securities acquired, all revenues an d co llec tions with respect to such loans an d 
securities an d all fu nds  established  by th e In denture, togeth er wi th all of th e proceeds generated therefrom 

Outstanding bonds payable consist of the fcdlowing at December 31, 1996 (in thousands) 

1979 Program , due serially and term  through 2010, 
bearing interest at 6.64%  to 7.375%  payable semiannually 

1984 Program: 
Capital approciation bonds due serially an d term 
from 1997 to 2015, priced to yield 10.25% to 
11.25%  at matu rity 

Less unamortized bond disco unt 

Tota l - 1984 Program  
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$ 60~225 

36,085 

(31fill) 

4,574 



1985 Program: 
Capital appreciation bonds due serially and term from 
1995 to 2016 priced to  yield 9% Io 10%  at maturity 

Less unam ortized  Ixmd discount 

Total - 1985 Program 

1987Program, term bonds  due 2011, beating interest 
at 8.25%  payable monthly 

1988 C&D Program, due serially and term tlu'ough 2020 
bearing interest at 7%  to  8.6%  payable semiannually 

1988 E&F Program, due serially and term through 
2021, beating interest at 6.9% to 7.875% payable 
semiannually 

M RCM O Program: 
Current interest bonds  due through 2007, bea ring 
interest at 7.9% payable quarterly, priced to yield 
8.8%  to 9.7%  

Compound interest bonds due 2010, bea ring interest 
at 7.9%  payable qua~ dy upon redemption of current 
interest bonds, priced to yield 9.69% 

Zero coupon bonds  due 2014, priced to yield 9.33%  at 
m aturity 

Less un am oriized bond discount 

Total - M RCM O Program 

1990 Program, due: serially and term tluough  
2023, bearing interest at 6.5% to 7.875% payable 
semi annually 

1992 A&B Program, due serially an d term from 1995 
through  2024, bear/ng interest at 5.25% to 7.1% payable 
semiannually 

Less unam ortized bond disco un t 

Total - 1992 A&B Program 
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5,200 

(960) 

4,240 

4,735 

12,935 

21,390 

12,531 

10,432 

3,500 

(5,396) 

21,067 

32,705 

16,135 

(64) 

16,071 



1992 C Program, term bonds due through 2032, bearing 
interest at 7%  payable sem iannually 

1992 D Progra m, tetra bonds due th rough 2032, bearing 
interest at 7.1%  payable sem iannually 

1993 A &B Program, due serially and telm  from 1995 
through 2025, bearing interest at 3.3% to 5.5% payable 
sem iannually 

1993 C Program, due serially an d term  from 1995 
th rough 2025, bearing interest at 3.4% to 5.5% payable 
sem iannually 

1994 A&B Program. te rm  bonds due from 1998 th rough 
2020, bearing interest at 4.9%  to 6.8%  payable sem iannually 

1995 B Program, due serially and te rm from 2010 th rough 
2028, bearing interest at 5.5%  to 6.35%  payable sem iannually 

1996 B Program , due serially an d term  from 2.002 th rough 
2029, bearing interest at 4.5% to 6.2% payable semian nually 

1996 C Program , te rm bonds due on April 3, 1997 with 
30 day deferred tender dates, beating interest at a variable 
rate, 3.85% to 3.95% at December 31, 1996 

Total bonds payable 

5,070 

12.145 

28,085 

6,~90 

340,647 

The 1985 Program capital appreciation bonds due M ay 1, 2016 will convert fiom ca pital appreciation 
bonds to current interest bonds  on M ay 1, 1997. Beginning November 1, 1997, an d semiannually 
th ereafter, interest wi ll be paid on these bonds based on th eir acereted value at M ay 1, 1997. 

The 1987 Program  and M RCM O Program bonds  a~e structured such that th e monthly principal 
remittances received  from th e GNM A sec urities an d m ortgage loans, respectively, are passed  on to 
bondholders as prineip;d redemptions of bo nds payable on a monthly an d quarterly basis, respectively 
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The bonds are subject to early redemption provisions as described in the Bond Trust Indentures at 
red emption prices equal to th e principal amounts of the bonds red eemed plus accrued interest to th e 
applicable call dates. In connection with early bond red emptions, deferred  financing costs related to the 
bonds  called ar e charged to expens e. Early bond redemptions and related deferred  financing costs 
expensed during the year ended December 31, 1996 were as follows (in thousands): 

Related Deferred 

Early Bond FInanc|n9 
Redem ptions Coats Expensed 

1984 Program 
1985 Program 
1988 C&D Program 
1988 E&F Program 
1990 Program  
1992 A&B Program 
1992 C Program  
1992 D Program 
1993 A&B Program 
1993 C Program 
1994 A&B Program 

$ 1,989 
1,795 
1,940 
2,995 
3,990 
1,675 
3,595 
92O 

2,065 
1,225 
3 15.9_ 

Scheduled bond principal redemptions for each of the next five years, are as fbl ows (in thousands): 

1979 Program  
1984 Program  
198:5 Program 
1987 Program  
1988 C&D Program  
198:3 E&F Program 
M RCM O Program 
1990 Program 
1992 A&B Program 
1992 C Program 
1992 D Program 
1993 A&B Progra m 
1993 C Program  
1994 A&B Program 
1995 B Program  
1996 B Program 
1996 C Program 

191)7 lSSS 

$ 2,795 $ 3,000 

185 
505 

465 
220 

500 
215 

__  
6 3
_~ 990 

200 
540 

465 
220 

515 
225 
340 
370 

1999 2000 

$3,220 $ - 

200 
580 

475 
220 

540 
230 
330 
370 
280 

215 
635 

485 
220 

560 
235 

370 
285 

200t 

$ 

215 
68O 

52O 
220 

59O 
24O 

37O 
290 

Thet'eldtet Total 

$ 51,210 
4,574 
4,240 
4,735 
11,920 
18,450 
21,067 
30,295 
14,971 
18,925 
5,070 
26,735 
11,000 
27,390 
33,110 
27,230 

$ 60,225 
4,574 
4,240 
4,735 
12,935 
21,390 
21,067 
32,705 
16,071 
18,925 
5,070 
29,440 
12,145 
28,060 
34,590 
28,085 
6~390 

$11,275 $5,875 $6,445 $3,005 $ 3,125 -$ 310r922 $ 340fi47 
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6. OPERA TING EXPENSES 

The members of the Authority's Board of Trustees receive a per diem fee for all committee and board 
meetings attended. For the year ended  December 31, 1996, th e following amounts were paid to the 
Authority's Board members: 

Board Mem ber 

Randy Bormee aze  
Astrid Clements 
Robert Craston, III 
W illiam G. Gauthier 
H enry H enagen 
Sidney W . Ixmgwell, Sr 
Jake L. N etterville 
Loretta Pourciau 
Lynda Rowley 

Total 

$ 4,800 
7,000 
9,000 
7,800 
13,000 
5,600 
6,200 
7,000 
4r800 

Th ese am ounts are paid th rough th e Unrestricted Fun d and included  in operating expenses in the 
accompanying statements of revenues, expenses and changes in fund balan ces. 

7. PRO G RAM  RESTRUCTURING TRANSACTIONS 

During th e year ended  December 31, 1995, Prognam 1995 C was created in order to fully utilize bond 
appropriations available to th e Authority. The Authority tempora rily invested th e available funds at the 
end of Dece mber 31, 1995 in short-term investments. During 1996, th e 1995 C bonds  were remnr keted to 
becom e a part of th e 1996 m ortgage lending program . Additionally, in 1996, short-term escrow bonds 
were issued  as the 1996 A program an d in October 1996 these bonds were also remarketed to become a 
part of the 1996 mortgage lending program . All activity of these two short-term  programs has been 
reflected  in the 1996 B Program  for th e year ended  December 31, 1996. 

During th e yea r ended  December 31, 1994, Program 1994 C was  crea ted in order to fu lly utilize bond 
appropriations available to the Authority. The Authority temporarily invested  the available funds at the 
end of December 31, 1994 in short-term  invesanents. During 1995, th e 1994 C bonds were remarketed to 
becom e a part of th e 1995 m ortgage lending progra m . Additionally, in 1995, short-term  eserow bonds  
were issued  an d in October 1995 th ese bonds  were also remarketed to become a part of th e 1995 
m ortgage lending program . Al l activity of these lwo short-term  programs has bee n reflected in th e 1995 B 
Program for th e year ended  December 31, 1995. 

The proce e, ds of th e M RCM O Program, along with certain other funds  held by th e 1979 Program, were 
utilized to purchase U.S. Government securities bea ring maturity dates and face  values adequate to 
provide for satisfaction of all fu tu re debt service obligations, as scheduled, of the 1979 Program bonds , 

an d to provide an injection of the remaining funds into the Authority's Unrestricted Fun d, which the 
Authority may utilize for an y public purpose authorized by the Authority's Indenture. Th e 1979 
Program 's mortgage loans, including th e related loan insurance policies, were transferred to th e M RCM O 
Program  in exclmnge fu r the U.S. Government securities mentioned  above. Certain residual funds  
remaining in the M RCM O Program after satisfaction of quarterly debt service, obligations  are transferred 
to th e Unrestricted Fund. 
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A substantial majority of the net proceeds of the 1992 A&B, 1992 C and 1992 D Programs was 
transferred to the 1980 Program in exchange for the 1980 Program's mortgage loan portfolio (which ~as 
transferred to the 1992 C and 1992 D Programs) and other funds held bythe 1980 Program (which were 
transferred to the 1992 A&B Program). The 1980 Program utilized the funds it received through these 
transfers to red eem its remaining bonds payable in 1992 (including the ineurrenee of a call premium of 
approximately $1.5 million) and to transfer its remaining funds of approximately $4 million to the 
Authority's Unrestricted Fund. Certain foreclosed property formerly held by the 1980 Program was also 
transferred to th e Unrestricted Fund. Th e iuteresl rate on th e mortgage loans transferred  to the 1992 C 
an d 1992 D programs was reduced from 10.95%  to 8.4%  and th e mortgag e loans  transferred  to the 1992 
C Program were swapped with FNM A in exchange for m ortgag e-backed  securities in the sam e principal 
am ount. 

The ma jority of the net proceeds of the 1993 A&13 an d 1993 C Programs was transferred to the 1982 and 
1983 Programs in exdmnge for th ose Program s' mortgage loan  portfolios an d certain residual funds  held 
in th ese Programs. Th e 1982 an d 1983 Programs utilized th e funds  received through th ese transfers to 
red eem th eir remai~ting bonds  payable, including the; ineurrence of call premi ums of approximately 
$320,000 an d $480,000, respectively. Additionally, th e Unr estricted Fund transferred  approximately 
$740,000 to the 1993 A&B Program in conjunction wi th the restructuring, an d foreclosed loans of the 
1982 an d 1983 Programs, with a principal balance  of approximately $175,000, were transferred to th e 
Unrestricted Fun d. Th e interest rate on th e loans transferred to th e 1993 A&B an d 1993 C Programs was 
red uced to 7.125% , an d th e loans tran sferred  to th e 1993 A &B Program were swapped wi th FNM A in 
exchan ge fbr mortgage-backed sec urities in th e saane principal am oun t. Certain of th e funds  held by th e 
1993 A&B an d 1993 C Programs in guaran teed investm ent agreements at Dec, ember 31, 1993 were 
utilized to originate new mortgage loans in 1994. 

8. AUTH ORITY FEES 

Beginning wi th the 1992 Programs, the Authority ins tituted an authority fee which is paid to the 
Unrestricted Fund by the individual programs. The Unr estricted Fun d recognizes authority fee income 
related  to the fee, s paid by th e individual progranls. Th e fee income received  by th e Unrestricted Fund is 
currently being used  to provide the upfront funds required of the Authority's annual programs in order to 
finan ce  such th ings as costs of issuance of bonds , subsidizing lower income mortgagor's with waivers of 
disco unt points an d providing down payment as sis "tahoe to mortgagors. The actual fees paid by each 
program varies in acco rdance wi th th e provisions of th e respective program 's indenture agreement. 
Authority fee inco me recognized by the Umestricted  Fund, an d Authority fee expense recognized by the 
individual program s are disclosed  separately in the Individual an d Combined  Statements of Revenues, 
Expenses an d Changes in Fund Balan ce s. 

9. DOW NPAYM ENT ASSISTANCE AND AUTttORITY ASSISTANCE PROGRAM S 

During 1996, the Authority began the Downpayment Assistance Program whieh provides funds to 
borrowers that meet certain criteria in order to as sist borrowers wi th closing casts or down  payments. 
The amoun t of fan ds is based on a percentage of the loan  amoun t (generally 3 to 4%). The interest rate 
charged  on th ese loans is greater than the interest rate on loans that do not utilize this program . Also 
during 1996, the Authority initiated the Authority Assistance Program which waives the disco unt points 
on loan s made to households whose inco me is under $27,500. 

Costs related  to th ese programs are ca pitalized an d are being am ortized over the lives of th e related as sets 
as yield adjustm ents based upon the average lives of the un derlying assets. The remaining unamortized 
balan ces are classified  on th e accompanying balan ce sheets in th e same caption as  th e related as sets. 
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10. TRANSFERS AM ONG PRO GRAM S 

Transfers among progl~ns generally consist of nonrecurring transfers associated with (1) the initial 
issuance of bonds, (2) transfers to the unrestrieted fund of remaining fund assets, net of bo nd proceeds as 
discussed in Nole 7, and (3) remaining balances in the co st of issuan ce aceom~ts where bonds are 
refinance d. 
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Deloitte & 
Touche LLP 

,C;uite 501 7elephon(!: (504) 
'c~R~,30 United Plaza Boulevard 'r acsim ile: (b04) 
Balon Rouge, Louisiana 70809 ;!261 

INDEPENDENT AUDITORS' REPORT O N THE INTERNAL CO NTROL. STRUCTURE 
BASED O N THE: AUDIT O F THE FINANCIAL STATEMENTS 

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

Baton Rouge, Louisiana 

W e have audited tile finan cial statements of the East Baton Rouge Mortgage Finance Authority (the 
Authority) as of and for the year ended December 31, 1996, an d have issued our report thereon dated 
June 3, 1997. 

W e conducted our audit in accordance with generally accepted auditing standa rds an d Government 
Auditing Standards, issued  by th e Comptroller General of the United States. Those standa rds require 
that we plan and perform the audit to obtain rea.~onable assurance about whether' th e financial statements 
are free of material m isstatement. 

The management of th e Auth ority is responsible for establishing and m aintaining th e internal control 

structure. In fulfilling this responsibility, estimates an d judgments by management are required to assess 
th e expected benefits and related co sts of internal co ntrol stru cture policies and procedures. The 
objectives of an internal cx)ntrol structure are to provide management with reasonable, but not absolute, 
assuranec  that as sets are safeguarded  ag ainst loss from una uthorized use or disposition, and that 
transactions are executed in accordance wi th man agement's authorization an d recorded properly to 
permit the preparation of financial statements in accordance wi th generally accepted accounting 
principles. Because of inherent limitations  in any internal control structu re, errors or irregularities may 

nevertheless occur an d not be detected. Also, projex:tion of an y evaluation of the structure to future 
periods is subject to the risk that procedures may become inadequate because of changes in conditions or 
fftat th e effectiveness of th e design and operation of policies and procedures ma y deteriorate. 

ll~ planning and performing our audit of the fumuciM statements of the Authority for the year ended 
13,ecember 31, 1996, we obtained an  understanding of th e internal co ntrol stru cture. W ith respect to th e 
i~htemal control stru cture, we obtained  an  understanding of the design  of relevan t policies and procedures 
and whether they have been placed in operation, an d we as sessed  co ntrol risk in order to deterraine our 
an diting procedures for th e purpose of expressing our opinion on the financial statements an d not to 
provide an  opinion on th e internal co ntrol structu re. Accordingly, we do not express such an  opinion. 

DeloitteTouche 
Te~hmatsu 
International 
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Our consideration & the intern al control structure would not necessarily disclose all matters in the 
in tern al control structure that m ight be ma terial weaknesses under standards established by th e Am erican 
Institute of Certified Public Accoun tants. A ma terial weakness is a co ndition in which the design or 
operation of one or more of the specific internal control structure elements does not red uce to a relatively 
low level th e risk tlmt errors or irregularities in am otmts that would be ma terial in relation to th e 
fnaancial statem ents being audited ma y occur and not be  detected with in a tim ely period by employees in 
the normal course of performing th eir assign ed  funelions. W e noted no ma tters involving th e internal 
c~mtrol structure an d its operation that we co as ider to be material weaknesses as defined above. 

This report is intended for th e information of managernent an d th e Board of Trustees of th e Auth ority 
and th e State of Louisiana Legislative Auditor. However, this report is a ma tter of public record and its 
distribution is not limited. 

~ ~ L_~-~ - ~-~  

June 3, 1997 

~ . 23 - 



W e ~onducted our audit in acco rdance with generally accepted auditing standards and Government 
Auditing Standards, issued by th e Comptroller General of th e United States. Those standards  require that 
we plan an d perform  the audit to obtain reasonable assuran ce about wheth er th e financial statements are 
free of material misstatement. 

Complian ce wi th laws, regulations, contracts and grants applicable to the Authority is the responsibility of 
th e Authority . As part of obtaining reasonable assurance about whether the financial statements are free  of 
material m isstatem ent, w e perform ed  tests of th e Authority's co mplian ce with  ce rtain provisions of laws, 

regulations, contracts and glants. However, the objectiw~ of our audit was not to provide an opinion on 
overall co mpliance  wi th such provisions. Accordingly, we do not express such an opinion. 

The results of our tests disclosed  no instances of nonco mpliance  that are req uired to be reported herein 
under Govern ment Audiang Standards. 

This report is intended  for the information of management and the Board of Trustees of the Authority an d 
th e State of Louisiana Legislative Auditor. Howevex, this report is a ma tter of public record and its 
distribution is not limited. 

June3, 1997 

DeloitteTouche 
li3hmatsu 
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