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ARKANSAS DEVELOPMENT FINANCE AUTHORITY
BOARD COMMITTEE MEETINGS & PUBLIC MEETING
Thursday, October 20, 2016
9:30 a.m. Board Committee Meetings
1:00 p.m. - Asset Commitment Committee  Session
(Bond Guaranty Loans)
2:00 p.m. - Public Board Meeting

BOARDHOUSINGREVIEWCOMMITIEE (Baxter, Mims, Stanfil, Rose & Spillyards)
THURSDAYOCTOBER20,2016

Minutes from the September 15, 2016 meeting of the Board Housing Review Committee
HOME:

Application Spreadsheet..

MUL TI-FAMIL V.

White River Apartments

9:30 AM.

Request for the approval of Olympus Construction, Inc. as the general contractor in connection
with the 2016 Multifamily Housing Application for the White River Apartments (the "Development”)

East Oakwood Apartments...

Request for approval for Thomas E. Embach, Trustee of the Thom E. Embach Gift Trust to
purchase the Raymond James partnership interest in East Oakwood Apartments.

National Housing Trust Fund ("NHTF")

Requests approval of an amendment to the Draft Allocation Plan for the National Housing Trust

Fund ("NHTF").
Qualified Allocation Plan (QAP)-Discussion Only
BOARDAUDITCOMMITTEHCooley. Spillyards, Brooks, Green & Capp)
THURSDAY SEPTEMBERL5, 2016

Minutes from the September 15, 2016 meeting of the Board Audit Committee
Discussion surrounding the Internal Audit of the HOME Department..

Discussion surrounding the Internal Audit of the Investment Department

(handout)

10:30 A.M.



BKD Draft Reports of the following 9

* ADFA Audit Letter
o State of Arkansas Construction Assistance and Safe Drinking Water Revolving Loan
Funds Audit Letter
* ADFA Financial Statements
* ADFA Single Audit
State of Arkansas Safe Drinking Water Revolving Loan Fund Program  Financial
Statements
State of Arkansas Safe Drinking Water Revolving Loan Fund Program Single Audit
 State of Arkansas Construction Assistance  Revolving Loan Fund Program  Financial
Statements
» State of Arkansas Construction Assistance Revolving Loan Fund Single Audit

BOARDINVESTMEN® ADMINISTRATIORKOMMITTEHKStanfill, Green, Brooks, Sweat & Mims)
THURSDAY OCTOBER20, 2016 11:30 A.M.

Minutes from the September 15, 2016 meeting of the Board Investment & Administration Committee

Bond Guaranty Fund presentation by Simmons Bank ....

12:00 NOON Lunch will be served on the 3'd Floor.

12:30 Public Finance Orientation presented by Ro Arrington



ARKANSAS DEVELOPMENT FINANCE AUTHORITY
MEETING OF THE BOARD HOUSING REVIEW COMMITTEE
SEPTEMBER 15, 2016
State Library, Bessie Moore Room, Little Rock at 8:30 A.M.

ADFA Board Housing Review Committee Members Present:  Tom Spillyards, Seth
Mims, and Stephen Rose were present.

Other Board Members Present: Dr. Richard Burnett, Stan Green, Denise Sweat, John
Cooley, and Sara Capp were present. Ed Garner attended on behalf of Dennis Milligan.

ADFA Staff Present: Aaron Burkes, Ben Van Kleef, Lornea Wells, Alison Keator, Bob
Hunt, Martha Washington, Patrick Patton, Cheryl Schluterman, Katherine Hall, Murray
Harding, Susan Gardner, Barbara Whitaker, Kristy Cunningham, Tracy Green, Ruby Dean,
Ro Arrington, Gary Arrington, Derrick Rose, Joey Walsh, and Jack Bell.

Others  Present: Carla Boseman of Cabo Consulting, Skip Motensenbocker of F & J
Ventures, Brent Lacefield of Strategic Realty, Lee Lane of Paris City, Jada Johnson of
Metropolitan Housing Authority, Nona McVay from McVay Law Firm, Dennis Wiles from
White River Regional Housing Development Corporation, Ed Wiles of EW of Consulting, Jeff
Van Patten of Van Patten & Company, Angel Flournoy and Rod Baxter of USDA.RA, David
Mann, Chris Klapsa, Amanda Raible, and Elizabeth Small of PDC, Kenneth Clerk of
Metropolitan Housing Authority, Andrea Cooper of ANC Development, Andrea Frymire of
Midwest Housing (MHEG), Andre Blakley, Tom Capp and Gary Gorman of Gorman &
Company, Tom Embach and Thom Embach of Leisure Homes Corporation, and Arby Smith,
Kristina Knight, and Traci Wallis of RichSmith Development.

Tom Spillyards called the meeting to order at 8:37 A.M. The meeting was conducted as a
meeting of the Committee of the Whole.

A presentation by Gorman & Company was made in connection with the issuance of
Multifamily Housing Bonds for the use of Cumberland Towers, Fred W. Parris Tower, and
Jesse Powell Tower, in Little Rock, Arkansas.

Gorman & Company, Inc. and Metropolitan = Housing Authority

Request for the Reservation of Tax Exempt Private Activity Volume Cap for Residential
Rental Housing in the amount not to exceed $32,000,000 in Multifamily Housing Revenue
Bonds and gap financing from ADFA for each development. Mr. Seth Mims made a motion
to approve the request. Mr. Stephen Rose seconded the motion. The motion passed
unanimously.

Minutes:
Mr. Spillyards asked for approval of the minutes from the August 18, 2016 meeting of the

Housing Review Committee. Mr. Seth Mims made a motion to approve the minutes. Mr.
Stephen Rose seconded the motion. The motion passed unanimously.



HOME:
The Application Spreadsheet was discussed.
Multifamily:

White River I, ILP

Carr Hagan of LHP, LLC, on behalf of White River Il, LP is asking for the approval of the
transfer of the general partner's interest from Pelleaux Roads Partners LLC to New
Providence Housing Partners, LLC. Mr. Stephen Rose made a motion to approve the
request. Mr. Seth Mims seconded the motion. The motion passed unanimously

HOME:

Barbara Erby on behalf of Third Party Consultant Inc.-The Fluker Project

Request for an increase in project funds to correct a health and safety issue in a failed septic
system and a request for the original reconstruction line item of $90,000 not exceed
$101,297.84 in Settlement Funds for the Fluker Project. Mr. Seth Mims made a motion to
approve the request. Mr. Stephen Rose seconded the motion. The motion passed
unanimously.

Other:

A discussion of the revisions to the QAP/Guidelines was discussed by Mr. Ben Van Kleef, the
members of the Board of Directors in attendance, and members of the audience. The
developers participating in the discussion were: Arby Smith, Brent Lacefield, Tom Embach,

Jeff VVan Patten, Skip Motsenbocker, Chris Klapsa, Elizabeth Small, Andrea Fraymire.

At the close of the meeting, Mr. Spillyards adjourned the meeting at approximately 10:22
A.M.

Aaron S. Burkes, President and Secretary



HOME Applications Pipeline Terms/Definitions

Pipeline Status
Application  Received
Assigned to Program Officer
Needs Committee Approval
Board Approved

Committed

Loan Closed

Fully Funded

Settlement  Funds

De-Obligated Funds

Other Funding Sources-no HOME
Tax Credit Application

Withdrawn

Drops

Application
Homeowner
Denied

Type of Funding
ACQ-REHAB
HO-ACQ
HO-ADMIN
HO-RECON
HO-REHAB
HO-MH REPLACE
HO-NC

NC-AL

RNC

RR

RNC DETACHED
SF DETACHED
TBRA

finit
application received by ADFAbut not currently being worked by Program Officer
application assignedto Program Officer and is currently being worked; also applies to deficient applications in review process
is fully-worked and waiting on Board Housing Review Committee approval

isapproved by ADFA Board of Directors and waiting on signed HOME agreement

signed HOME agreement has been received; entered into 1015working on signed loan documents

signed loan documents (ex. Mortgage and Note Payable); entered into MITAS; awaiting or in construction phase

approved amount of HOME funds fully drawn down and paid to project

application approved by ADFABoard of Directors to use funds available from the $9.0 million dollars allocated to ADFA

from the Attorney General of the State of Arkansas as a portion of the settlement of the lawsuit styled United States of Americ.
et al. v. Bank of America Corporation, et 01,of which the State of Arkansas received as a party to the lawsuit.

Downward adjustment of the obligations recorded in a contract document. It is caused by factors such as(l) termination of a
part of the project, (2) reduction in material prices, (3) cost under-run, or (4) correction of recorded amounts.

application was approved for otherfunding ratherthan HOME (ex. Tax Credits only, CDBG,PRIF)

application designated as a Tax Credit application; status will change if allocated HOME money

deal fell through; HOME money no longer needed

application
application

deal previously approved and agreements signed but no money ever disbursed (ex. death, contractor problems, etc.)
application denied for various reasons

Definitions

Acquisition Rehab

Homeowner Acquisition
Homeowner Program Administration
Homeowner Re-Construction
Homeowner Rehab

Homeowner Mobile Home Replacement
Homeowner New Construction

New Construction-Assisted living
Rental New Construction

Rental Rehab

Rental New Construction Detached
Single Family Detached
Tenant-Based Rental Assistance
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Contes | -\rk.n s+ Plnningnd  Oevelopmnt 01 _<. 11e/",. e CLrendon. Coy. SCott/Pralrlo, ~Monroe,
TOTOR—CET o 19.000,00] Miche 1 BordA  giit 5 19 2016
Contnl Arhn +s= PInningnd  De.s Inpm.nt  Disnlc<. I=/lto ewss. Clrerdon. Coy. Scott/Prairie. Monroe,
g s full__Funded 2 242016
5 i 1U/It ssess arondon,  Coy. SCon/Pr.tle.  Monro<. 0l
TonokeCoumT “TORECON 5B9.500.00 1y Fully Funded 2'17 2016
0 ev<STop T Db V.rlou + 1le/Il "+ arendo « Coy. Scott/Prairie. Monroe.
3 on $09.500.00 | Micha.1 Full™ funde | \2B_ 2016
Contral Aricnsas Plonning .nd Dev.lopm.n'  District V.noullle.ll n.ClLrendon, Coy. SCott/Prairie. ~Monroe.
- TOTOR—C O™ HORETON Ta<T500,00] MIch = 1 ToonClo.ed 5 | 2015
Contral on «s+ PI'nning nd [lev'lopm.nt  District, | Ji"/It e en. erendon,  Coy. SCott/Prairie. ~Monroe. 1 0
TOTOR. - CoT = TORECON 05119116 $90.D00.00 1 uy ~ 519 2016
Jimmy Jonse B70
351.5656-
Jam.Jon + @.rit
O.1 #+.+ COuN +=. PlLas 11 LI V'rlou. lte «Ph.o"Il/Carlho  .D.II * Cono'Y HO.RECON INITS $297.000.00 "PPROVED 05121 15 1297.000.00 Mid_I 5/28 201
D.Ue+Coun  Phees IlesAdniniSt e« ‘ion V™ ee 1kee Phaee n Carth «= 0\l =+ Conn HO.ADMIN 527.000,00 | mi™el Committed 5 26 2015
D.llosConn PhagU-Erb  «M.  Loule Vurlou. ;" Plus"ll  Coltha .0.11 += Coun 1t0.RECDN $90,000.00 Mllchel full  fund.d 7 192016
Dille+ Co'nl Phewss neeSmith. Coth.rin. Various.it e -Pessss U caltha  D.ILuCoun HO.REION | | sgouuo.ool . Full).'unded | 71192016
Dill+ Ceun  Ph.s.n_Whi" ke 001"" Vorlouslt s Phesell Cuth s 0,110, Coun tl0.RECDN $90.000.00 LonClos.d 6 1 2015



mailto:.hry.n@capd

~PPUCANTN-"E

Hom.App.e>llo

CONTACT "l/OlEer  N~I4E/CrtfICOUNTY TPEO' .OFHOME TOTAL /EQUEST FIN~L I/EVIEW II/ICSTAFFI/ESULS 80~/IOREVIEW Ho JIEH™ TOT-L /IOGRAM PIPELINE ST~TUS /IATEOF (11
ot p— e " L T
TENANTS LA Ysl No
"o
Woody Wheel o
810.739.32000< — —
————— e £ TR = T SRRV 1o =
mm Gy 1-247-8118 i 110.RECON SUNII'S $524,914.50 Sfll1201S APPROVEO 0521'15 $524,014.50 Micha.l ST T
dabllebiaie o Mol ocliiead
ase mo Ton - i N n
] itO-ADMIN $4771950 IMich+ .1 Committed —— ROt O—
Crit",nden  County-Ph e | + RUJI"M1 & lie == ™ replaces V.rlou = 1tFf.Pha »= Il/Proaor " W.n Memphl./Ctllt<nden .
T TETFTeTonT Ty 110.RECON ns430.00 M. 1 Comml~ 6102015 M
2 P ark Annt-Ru i HD-RECON 595 43'1.00 1 Michael Lo.nOo.ed —————peem
V.rlou_se_11efPh e 11/PtCIDr_& W+ .. M.mphl./Crittenden
“CT=ngenCoun P+ e WHer—Cora 1I0.RECON $95.431.00 IMich wee1 Loan Clowd m
e =reTOn-CTe0T SHoRE
e g i HO.RECON $95.439.00 | Mich.eL F'11 F'ndd [—rro—200— 1l
< <lic s P ass
T el et Counlv HO.RECON $95.439.00 | Micha.1 Full - Funded 810 2016 m
Cllarl™*Easo
870.132.3975,
nthonyvIlle200
61ibol.com[Thir
dP.tty
Con."llintn,,"
8.rb e Erby,
5012478118
bipp.4I@hotm,
East-",Al'kans = CommunlIVPev.lo meniCo £AroDn U.com VarlQUL .It «= /P.rkinfero =+ Coun™ 11ID.RECON AINITS $396.000.00 7 6 2015 APPROVED 07 1615 $396.000.00 Mich.el B2llQLs
Easte”, Arlt>nee Commu.llY oevelopmenl ~Corp (EACOOC)-
—_—
V.rlous It »» IParlclnlero  +» Counto 5 AOMIN $36.00000 | Mi<r .1 Comalued 2920 20a
“m Arlt>nitls Community Development Corp (EACOOC]_ .
e Varlou. _slinfp.ricin/C™,  Coun =ToRECoN $-0 000.00 | Mich +r. Pull. Punded 010 21116 M
Eastern Arlcann.  Community Dess lopmen’ Cop (EACOOC}_
V.tlotls 1 ", Coun” O RECOR $-0.00{1.00 | M>do< Commitl.d i m
tlonern Arkn™  Comm"nLty Oevelopm.n'  Corp (EACOIIC)-
= Virlousit  + IP.ricln G+ Coun™ “TORECON $10,00000 | M1 hooi Conlmitt.d 821 2015 m
E.re”, Atk Communl. opment  Corp {EACOOC]-
" T TR T ICIIers e Cou “FIORECON $90,000.00 | Mkllaol 1 Fnded 8102016 m
mn . eny,
8103613973, f——
dogip@.bcllob.L | OCPF8  Phess Iv.riou, It s+ -Mon<lcello, D"s+.s» D~ and 110.REIIA/KEEON; 149201
& m OEsRCoumo =+ i BTN US0.35J110 - 2016 APPROVEO e 52511.351,00 Mich.1 |2 020 . m
OCPF8  Phsel e rious .1te>lolonll",110, Dumn.D +w and
= d Do $25.353.00 | Miche .1 Commil™ 2 100010 m
DCPFS  Ph>se |+ rlou, slt++ -MonUcell *= p"rttl,p"w  and —
i il —liisal Ra—t =TT 500000 | Micha T LoanClo  d 3 _Hnol6 m
HICHIIl «Phe ., Lee rlou, ‘lte,Monticello,  Purttl = Orew .nd e e
" " TS O00 T Toncnaer LonCloed | | |3 Hiote 1l
OCPfll +Ph.ke Ivrio”. 1ke. Monll.eUo. Ou™ « Dress. ad —_—
N —— .
- T RE 525.000.00 | Mich.el 4272016 m
DCPf8 - Pha., IvarioUllle +MontiC<!lke Dumas.Orew .nd
DK COTMIE: TIP-MICON $90,000.00 | Micha.,| LoanClo.e<l 3 232016 m
OCPI'l Pha.., Ivorlou = Itss -MonlI™Il s+ Durtt.1s.D +=ss+ nd JIO.MF 1JOME
P"w  Co.P"blk facilill + Board.-Olocl<. Ervin nee lla Count™ REPLACE $-0.000,00 | Miches 1 Loan C1050d 3 22 2016 1
Samum. Beny,
87G-367.3971.
dopfpPbaion.1
Drew Co. Public Faclllllos Board DCPFII Ph>se 11.arlOUL me,MonlicelloDrew  Coun HO.RICON 4UNITS $3~6.000.00 | 1112016 APPROVED DI 2116 1396.000.00 Mich.el 2 10 2016 ’
. —_—
O.ew Co.Publlc FacliltleO Boan! s+AdminlslraUon DCPFO  Phase Il "rio," Slte,.Monticelio-Drw  Coun #tO.ADMIN $36.000.0p Michel Comnitted 2 102016 ’
lirew Co, Public FadilUe, Ooad +Cess <b.t.e DCPfO  Phee Ilvarlouf lte + Monue. Il == Daw Coun 110.RECON 1-0.000.0p Mich« .1 Lon Closed 3 22 2016 m
OrcwCo.Public  Facilill.'  8oan!,.pom,. r.Arthu' DCI8  Phees llvarlou, .Ite. Mon'ic<llo.D.ew Coun 110.RECON 1%.000.00 | Mi<;ha.1 Loan Oo *=d 3 22 2016 m
Or.,++ Co. Public facilitlo. 1loan:.Oanlel e Doroth~ “pl.il see
Rid ell.Oglor - DCPFB Ph.. Ilvrious .1ws-.Mon_110.0, = CO™ 110.MECON $90,00000 | Mich.el Loa. Cloed 5 1~2016 m
Dress Co. Public F.cllit sse 80ard .. Dodd!, Hesesesy ospl'=
Rowlet~ lois DCPFS  Ph.les Il varlou =+ LesMontlcello.O€”  Coun™  1I0.RECON $90.0000 © Michel LoanClmed 5/1-2016 m




_ljr-lic
lIC/I-11,101G

APPLICANT NAME CONTAct tflO/Ect NAME/CHT/COUNTY TrPEor lorHOUf TOTALREQUEST FINALRWVIEW HRCSTAFF RESUITS BOARD REVIEW HO.REHAB TOTA~ tROCRAM P'PIUNESTATVS DATEor "
CONITRUITIONi UNITS/ DATE TOTAl 0l AttROVED OFFICER m Complele
TENANTS SUtPOAITING ./ lio
PRO LN
Chirl = £050 *s+
0T0.732.3975,
EotlemArkoRSa.Comm  =nltvD<!~elu  men’ [0 .-+ IEACODCI €200 ViQu = Ie=. We. Memphl ».Crittend ++ Coun™ 110-RECON SUNITS $495.000.00 121712015 APPROVEO w15 H95.000,00 12 1TI2015 LR
mmulty De-o opmen, ‘P I"A~uug-
~.r.Du s W."M.mt>11IS.Cnttend.n Coun HO.ADMIN 1t5,000.00 Mich.el Committed 12 28 2015 m
sinlty ~opmo., Corp r
V.w e te<WO'l Mm  btlten<len  ".ntv nO-REOON $90000.00  Mi<b.iL\ I 2T 2016 m
Theon " " mm
e . mo., w i
v.rkou « it We<1 Memllbls. [nttenden  [nun nQ-RECON $90.00000 MIChe 1 Loan dosed 12T 2016 m
Tuz  Pe~insn  mmUn ty s opmen'~O'pl"A~UD-)_
VY o ltess Woee Mem  bls.Crlttenden ~ Cose 110-RECON $90.000.00 Mich.el 1 2T 2016 m
~rz,  RU:sosCommu,ty 0O""elopmentCo,p,<'
Vs Ic>ue lesse We$l Mem  bb..["Uenden Co.ntv, HQ-RECON $90,000,00 Mich.el Loa.Oo.«l 1127 2016 m
mmes, mo - vorlou e ltsss Wee , "leo. ~ bls.Crlttenden  Cnu. 110.RECON $90.000,00  lollcNel Fullv Funded 8252016
John MocNI<OOI,
M;0yor;010.352.
2190, Third
PortyCo  swes Itin&..
orbo
Erby;501°247.
BIIB:
bipp>42liholma
Cltvoffordvee i1.com weenow- (te./Ford 110.RECON 4 UNITS $396,000.00  4tll 2016 APPROVED 04 21 16 $396.000.00 Mich.el 41292016 ’
Cl offord  e-AdmlIst"lon v.rlous 11" Fof NO.AOMIN $36,000,00 Michael Comitted 429 2016 ’
Cl offon! ce-Blkl  RobertaB o« ~ vor;,," «» I'e. Ford Co'n II0.RECON $90.000.00  MiCh.lel LoonOosed o 2016
CI offord 0. 10 V.liD"HUe.  Pord Couo 110.RECON $90 000.00 Mich.>el Lo.nOo.ed 92 2016 m
Cl offord ce-RI-", mes &Oob,. ~arlous.l'e.  Pord ce OaU"Coun 110.RECON $90.000.00  Mkn.el CommlUed 429 2016 m
Cl offFord co-Bo JhLh. W.Iker V0., Ire. Ford Qall Cerrn 11Q-RECON $90,000.00  Michael Loan Clos«! 9 1 2016 m
My<>rP.meli
Vill, 070_234
1375,
porollv =+ n2010
il .1>00>.com vrlou e 1", M "™H. Col'mbla Cw. HO-REIIAD'RE{QN  S5UNITS $525,800.110 IIENmMD $0.00 MiCh.el D.nld ICliO 2016 m
B+healho"
M.yot;501.724
63TI:Third
P.rtyCo™ultIng.
Burb"
E.by:50L14T.
BIIB:b.pp.42@ 1-~R[CON 110111
[l orpld Knob hoimsil.r:t>m ire. Bld K.obtWhire Cnue REPUCIMENT 1UNIT $99.000,00 DENIEP $0.00 Miche 1 Denied 10 10/2016 m
MikJolly. B70.
2U.2600,
Warren  “ou,In~Au,hnrl ot>al.e, Ve louss Ires’Worren  Brad!  Cco"n™ 110-11ECON 4 UNITS $324,456.110 DENIED $0,00 Michee 1 llenled 10 102016 LA
$9,384,073,20 $6,021.965.90
MULTI-FAMILY. NEW CONSTRUCiON ~ AND REIIAD
APPUCATIONS,
ChriSAKbTL  BI2,
0415343
chrle.s kbri(itlle 5 HOME/HO
MHAMHLLP Mdis<l. HlonisPhsel  Lillie RockiPul =« kiCountv e lIE n H5D.C00.00 $0.00 Allso. Il lleallon RecelVed 10 lonOl6
Chn,Akb.r1812.
0415343
chb +kbri@l,o 5110ME/IO]
MHIIMH 11, LP Mdisoltl 1, Phes elliLitlle  RockP"I'skiCourrt llen.R-IIAB UNITS $450.000.00 $0.00 All.on Il llcaion llocel™d 10 102016
Outs Akb += 1BI2.
U1530
chriukborl@lto 5110MF./52
MilA HAG", LP . com llom sees e Monn  Littllloci<Pulskl  Coun” $450.000_00 $0.00 All.on A lleallon Recel.ed 10 102016
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«=eApolkoo”.1p, 10.0,po<I
A,0f1011D/1DIE

AITUCANT  NIIME COlITo\CT I'ROJECT N~~rE/elTr/roVNTY trI'EOf 1OtHOME TOTALREQUI'ST fiNAL RIVILW HRCSTAFfRESULTS /IOIIRD RIVILW HO.RE/1A8 TOTAL PROGRAM I"EUNESTATUS DATEaf
€OHSTRIJLTION IINITS] DIITE TOTAL .f APPROVED OFflcrR STITVS e
PRO ECTS
st"IkRo.!ty
0"lopo  <.ell =
Potty (4711) 262. =y "
b - B.rtoo  Courtll/W.,.Mem his Ctlttond.nCoun™" " TC UNITS $45D,i00.0D 002016 APPROVEOWT( 0010 16 1450,000.00  frnCrei11 O"dA gy g 0182016 m
Rkhsm|
1)n"lopment
— SO S 4 I — b
Roblnda™  Ee I, LI ~1-r:0~---0 Robindol. ~ E.st/Ol¥th = HL/MI"I"1 ICoun AC" REH"B TCINITS $450,000.00 0102016 "'PI'ROVEOWTTT. 0010 16 1450,000,00  Frucrll, " 8 lonOl6 111
Ollton E.Oda,
U40 e+ Madlso +»
110lca5'1500,
loUdtson,MS
311110.(601)321" 511
" 608 fim.ots/  ss=h<lown Litl. RlyorCoun AMREIIAO [EE] $450.000,00 e 10n01S "I'"ROVED.WITC 0020 IS $450.000,00 |Tao Credit Committo<! 2111 2006 | M
Ourridl
Hamliron.IIILN
RObNUONA  se»
St0630,
OKI llomaClty.
OK 13102 (405) 5 110ME 152 O/IOfIoIS& 0/20/2015&
Rural Housln ~ oreh eesee lon. loP, 604.5074 Saannh  Park Phese |&H/Chrl e ton "roklin  Coun REHAB TCIINITS $450,000.00 I 11 2016 AlI''ROVED.wnc 1 21 2016 $1S0 000,00 JTaxCredl* Commlucl 32016 Illl
0" wolmn =
uc. Olfton 000< 50UNITS/5
r - TIICO +oeve<nts  Eudora  CRTm<Coum “TARKEHAD HOME HS0.000.00 7 2014 ""PPROVEO.WITC 07 17 14 1450.000.00 [T+ Credl, Looo0o,0<! 402018 m
KWLP" porllo”
ucsle™rerry
310.201.11174;
Edwn", " 40UNITS/S
Eme-ald V"1 Hoo e LI Coo"," “ldyll. HOIIO/Hem " +.dCoun - nOME $150.000.00 7 712014 API'ROVED.WITe 07 17 14 $450,000.00 | Ta~Crodl Loon Closed 630 2615 m
o...lopm.ot
TTCToTT 36UL11TS/S —
TR i e ru R} $150,000.00 7712014 "PPROVEO.WITC 07 1114 '450.000.00 [ Tax Cclll Looo 00«1 1011 2018 m
Development
U.C. 01/100 Saw SEUNITS/5 —
llick CardeMMT"0™  LeeCeun “cnREHAB o oo 7712014 ATTROVEDW TC (AT 1450,000.00 | TuCredt Loon dosed 612 2015 | m
BlilyOunn070- 2IUNITS/~
1 jjosvm™LPli 246.670\1 1t"~h. Villasll Uu h., SLFrancisCoun AC"REHAO nOME $250,000.00 1finOl4 "PPRaVED.WITClo  FAP (17 1114 U50,000.00 | Tax Credit LoaoOo 3 24 2015
KWt P"porll ssee
T - T TEONTT
Sdeaamih I — % Fr.nd,Coun™ . TIOMIT TA50,000.00 7n/2014 "TPROVEOW 3 07 17114 $450,000.00 | TuCredl, Loon dosed 10 302015 m
CliNonE.0""-
U40""M.dlso"
Plesss S 1500
M.dlson.MS
SHOME/A1L
Ar esedlnhlaParm s IoP, 15 10 O,rlcCoun™ ACHIIEHAO TCOTTT TS0 00O T T020TS TTROVED W — —¥ OE 20iS Crl Lon0o,™ 3 152016 m
Clifton E.O., =
1Z4 One Madison
Plesss St 1500.
M.dison. 1015
311110,(601)321. 5 HOME /70
Ro es Parln e LI, 76U Me+ dow P.rk/RoM"/O'n'on Couo, A"REHAB | TCINITS | 5450,000,00 810 2015 AIPROVEO.WITC | 00 2015 I I 1450,ooo.ool T.xCredl< I " InCloed I 3 152016 I m
I Doee Idion =
1014e.0 5 e
I<>""K', AR
72006 (501) 676 1IIDME/24 E/10/2015&
WoodlakA  ullllenl = LP.II sul WoodlokA  r,,.nts Il/Lonoke Lonok. Couo' 11 RENAI TC UNITS $145,000.00 I linols “PPROVEO-W §245.0U00 { Tn. Crellt Lo.oClosed 61 2016 ww




APpuaNTNIIME

CONTACT

I'RO}ECT  NIIME/CrrY/COUNTY

TYpEOF
CONSTRUCTION

IOfHOME
UNITS/
o

Hosess AD.™ sses

A 0110101101&

TOTALRFQUEST

FINAL REVIEW
)

HRCSTAMR[SILTS OAROREVItw

HCJ-REIfA/J
TOTAL t/

TOTAL
APPROVED

PROGRAM
OffICER

PIPELINE STA TUS

DATE Of
STATUS

Emeses IdVIIl +s  l'on. boro LP

C.dar  HIIADMIm.niSI. LP,

Harmon  Pllc. LP.

Dlta CO". of Au ta,LP,

Hm  10nC™".0fC>Ibo “n,LP.

W.InUI  Lane Sr, [lllun < Lp,

Sto™P.rry, 101
E.M:>dison,
Bstrop. LA
71220[310)I01
1914

I"son- SI'<liinp.
214KoyDr.51.
1000, *'>dison,
M539110{601)
906,4243

1e=on Spellings.
214 K'I' D<Sto
1000. Madison
lois 39110  [6(1)
906.4243
Tho™,E.
Emboch, 351 E.
4IhSt5tr2.
MountainHome.
"R 72653 (870)

H.MGD<

EmbEM3SL E.
415t Sto2,
""Duntoln  110mee
AR 72653 (1110)
424.1460
ThamuE,
EmbAA3SL  E.
4tlls.st2
MOIIntllInH sssese

4H.7460

E™rald VIII. ./IDn e boro'C e+ 1 h:>d toun™

Codor 1111M Monticello  Ore ssstoun

1L.rmo’

Place 'N.

tou.

nmonu'Au’ «sss |WoodruffCOURtY

M on™. Hm 1on ColhounCoun™

W.Inull:Ine CDUer h"e,Coun

9 REHAB

..cnIREHAB

Acn'Rm™B

TN REH"O

ACO/REH"B

SHOME/H
THUNITS

5HOME/60
TtUNITS

SIiIOMEf70
TIUNITS

5 110"E{23
UNITS

S HO"e 124
TC UNITS

TC UNITS

$250,000.00

1450.000,00

$450.000,00

S61U19.00

$10(12115.00

8 102015

o lo201S

8 10201

8/10{2015 &
I 1 2016

e{~—{2-~-6&

“,pPROVED. TC +++{{110MB"
m 0020.15

""PPROVED-w

e 0020 IS

"PPRDVI;0.",nc 0BI20 15

8{2~{~~—-6&

""PROVED-WFTC

"PPROVEO.WITC {268

o2

PRO ECTS

$250,000.00 Te+ Cudlt

H50,000.00 TuCudlt

1450000,00  Te+ CredIt

$811.219.00 Tee Cpedl'

$100.285.00  Te Crodll

LoanDos.d

LoonC™.d

LoanO<»<d

10;01Qo ++d

loanOo

9 122016

B'BI2016

6 6 2016

4n212016

4122 2016

IS<1l 5™ « 1Sonlor Anees LP

8rle ...\ E><OI"™t IIn. nluff LP.

——
L} Pann.".LP

W nne PaMnH!O. LP

Colon 5 ue 1 LP

Colon,~,  sre II. LP

i
o.ratlon
L |

EmbKN{610)

% 74101

P loj>men<&

ConsU1Uns
o v .
S-~~1Z,0

peel< il

etk oes

O elopm.n~

Rom. Isom [SO |

221.2203 tI1Dn

Botoo{601J.321.

7623

priclAl

ke

Oseer lopm.nl;

Rom:olsom(501}

221.21030lfto.

Oeses [601).321

7623

G.th

ocfflop™,nl

LLCRobenGarth
5011244.9777

1511<SUct5enk>" IS Fes nes Il Wee hin 0 Coun

O/l'twood  rti'OIPI  e= Blulfitfferson  tou.

10ak< McCro “Wood" fftoun'v

OIff,1d -""-nne’C

Coun™

Colonv,"uore  I'Sn,l.  dal

Wee hin ton Coll_

Cnlnn 5 e 1I'STIN d.le/W e hin~~nCou.'l

“C"-REII"O

AC R-nAO

ACO.UII"O

Acn.REHHO

SHOME/40
TtUNITS

3STLUNITS

B60TCUNITS

B4TCUNITS

63 TC UNITS

S5 TC UNITSI

$149,404,00

HS0,000,00

$0,00

0'B'2016

002016

002016

0'0'Z0IG

TPPIIOVEO.WITT

OEN1EO.NOT RECOMMENDED

DENIEO.NOT RECOMMENDED

1IppROVEO TC Onlv

OB 18 16

"PPROV~O TCOnl 08110 16

APPROVED TC Onl 0010 16

APPROVED TC Onl 06110 16

*"'00 To.cmiit

SO,00Tes Ceedit

$0,00 TuCred1l

SO,00Te Crodl'

S0_OCT+ Ciedit

S0O,00Tes C.edIL

D.nlod

Soute

no IIOME

OtherFundin

Sources.noHOME

Oth.r  Fundin

Soute +++ no 1I0ME

Olh.r  fulldl Sout *s= .0 1I0ME

StH—26"

B 0/2016

o 02016

6 10 2016

8/182016

8110 2016

0/10 ZOIGI
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APPLICANT NAME

CONTACT

PIfO/ECT NAME/CtTY/COUNTY

tyPEor
CONSTRUCTION

, or 'I0~fE
LINGTS]
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STAFF HOUSING REVIEW COMMITTEE
ACTION MEMORANDUM

Staff HRC Meeting: Prepared by: Lornea A. Wells
October la, 2016
HOUSING PARTNER

Name of Entity: White River II, LP
Address of Entity: 900 South Gay Street, Suite 2000
I{noxville, Tennessee 37902
Contact Person: W. Carr Hagan 111
Phone: 865-549-7448
Email Address: chagan@lhp.net
DEVELOPMENT INFORMATION
Name of Developments: White River Apartments

2900 Marion Drive
Diaz, Arkansas 72112

ACTION REQUESTED

Request for the approval of Olympus Construction, Inc. as the general contractor in
connection with the 2016 Multifamily Housing Application for White River Apartments
(the "Development").

BACKGROUND  INFORMATION

e The Development was approved for a reservation of 2016 tax credits. The developer had
not named a general contractor at the time the application was approved .

e The developer sent out notice of bids and chose the bid of Olympus Construction, Inc.
e Olympus is located in Jonesboro and has been in the construction industry for 35 years.
Olympus has delivered its resume, Arkansas license and all other documents required by

ADFA's multifamily housing application.

» The change fee of $500 has been paid.

Staff Recommends A  roval.


mailto:chagan@lhp.net

STAFF HOUSING REVIEW COMMITTEE
ACTION MEMORANDUM

Staff HRC Meeting: Prepared by: Lornea A. Wells
October 10, 2016
HOUSING PARTNER
Name of Entity: Leisure Homes Corporation
Address of Entity: 351 E. 4th Street, Suite 2
Mountain Home, Arkansas 72653

Contact Person:
Phone:
Email Address:

Request for approval for Thomas E. Embach, Trustee of the Thom E. Embach Gift Trust to
purchase the Raymond James partnership interest in East Oakwood Apartments.

BACKGROUND  INFORMAT ION

East Oakwood Apartments received tax credits in 1998.

« Raymond James, the limited partner, wishes to sell its limited partnership interest .

A change fee of $500 has been received.

All above-mentioned developments arc in compliance.



STAFF HOUSING REVIEW COMMITTEE
ACTION MEMORANDUM

Staff HRC Meeting: Prepared by: J. Benjamin Van Kleef
October 10, 2016

Requests approval of an amendment to the Draft Allocation Plan for the National Housing
Trust Fund ("NHTF").

BACKGROUND INFORMATION

e The NHTF is a new affordable housing production program that will complement
existing Federal, State and local efforts to increase and preserve the supply of decent,
safe, and sanitary affordable housing for extremely low-income (ELI) and very low-
income households (VLI), including homeless families .

e On March 1, 2016, Governor Hutchinson designated ADFA as the State Designated
Entity to administer the NHTF Program .

e OnJuly 21,2016, the ADFA Board of Directors approved the Draft Allocation Plan .
e On September 14, 2016, ADFA held a public hearing to solicit comments from the public.

e Two items addressed at the public hearing have been incorporated into the attached
amended Draft Allocation Plan

FINAL RECOMMENDATION OF STAFF HOUSING REVIEW COMMITTEE

Not Presented at Staff Housing Review Committee.



ARKANSAS DEVELOPMENT FINANCE AUTHORITY
NATIONAL HOUSING TRUST FUND ALLOCATION PLAN

A. The National Housing Trust Fund

The National Housing Trust Fund ("NHTF") is a new affordable housing production
program that will complement existing federal, State and local efforts to increase and
preserve the supply of decent, safe and sanitary affordable housing for extremely low-
income ("ELI") and very low-income households ("VLI"™). ELI households are at or below
30% of area median income (AMI). VLI households are at or below 50% AMI.

NHTF funds will be distributed by formula. As specified in its enabling legislation,
Grantees, like the Arkansas Development Finance Authority ("ADFA")in its role as the
designated administrator of NHTF funds for the State of Arkansas ("State"), is required to
use at least eighty (80) percent of each annual grant for rental housing; may use up to ten
(10) percent for homeownership housing and up to ten (10) percent for the grantee's
reasonable administrative and planning costs.

NHTF funds may be used for the production or preservation of affordable housing
through the acquisition, new construction, reconstruction and/or rehabilitation of non-
luxury housing with suitable amenities. All NHTF-assisted rental housing must meet a
minimum affordability period of thirty (30) years. All NHTF-assisted homeownership
housing must meet the minimum affordability period of 10, 20 or 30 years based on the
amount of NHTF invested in the unit.

B. Development of ADFA's Use and Allocation of Housing Trust Funds

ADFA has been responsible for preparing housing needs assessment and strategy for
the State since the inception of the HOME Investment Partnerships Program ("HOME").
In 1995, HUD created the Consolidated Plan in an effort to blend the four Community
Planning Development ("CPD™) programs - Community Development Block Grant
("CDBG"), HOME Program, Emergency Shelter Grants ("ESG™) and Housing Opportunities
for Persons with AIDS ("HOPWA™)- into a single submission process for the purposes of
the Consolidated Plan.

ADFA, as administrator of the HOME program, was deemed responsible for writing
the housing portion of the new document. The Consolidated Plan provided a detailed
overview of how the State planned to utilize its annual CPD funding to meet economic
development objectives, provide affordable housing and address other special needs. As a
contributor, ADFA offered a detailed analysis of the current status of housing in Arkansas
with special attention devoted to the condition of housing and housing affordability.

Thousands of Arkansas families and households need a safe and affordable place to
live. A great many unmet needs still exist, and ADFA will use the limited resources
available to address as many unmet needs as feasible across the State.
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In addition to providing an overall assessment of housing needs for the State, the
Consolidated Plan identifies the housing needs associated with special needs groups
(minorities, single-parent families, elderly people with disabilities, mental illness or
AIDS/HIV and homeless persons). A demographic analysis performed for the first
Consolidated Plan, which holds still true today, concluded that a significant number of
individuals in all parts of the State are in need of housing assistance. Those with the
greatest needs are, predictably, concentrated at the lowest levels of the income hierarchy,
wherein the housing cost burden is also the most severe.

A component of the Consolidated Plan, the Analysis of Impediments to Fair Housing
("Al"), was updated in 2014, and submitted for HUD's review and approval with the
Consolidated Plan in 2015. The purpose of developing the Al is to identify impediments to
fair housing choice existing within Arkansas's non-entittement communities so as to
determine courses of action designed to address those impediments. The Al identified ten
(10) primary areas of impediment to fair housing. Outreach and education were the
recommended courses of corrective action, either in part or in total, for eight (8) of the
identified impediments. To that end, ADFA will encourage and offer Fair Housing training
efforts to measurably overcome the identified impediments. Arkansas's Consolidated Plan
and the Analysis of Impediments to Fair Housing are available at http://adfa.arkansas.gov.

The NHTF program will be administered by ADFA and will be utilized to provide
funds to develop new construction and/or for the rehabilitation of decent, safe and sanitary
rental housing, primarily targeting a specific underserved ELI population in the State.
ADFA anticipates allocating available NHTF funds to an initial preference of expanding the
overall housing supply for the benefit of ELI households with the incomes at or below the
poverty line (whichever is greater) for the homeless and/or transitioning veteran(s) located
in primarily rural areas (or non-metropolitan areas).

C. General Housing Trust Funds Requirements

This NHTF Plan seeks to ensure that, where economically feasible, applicants will
have an opportunity to compete for funding to address their unmet rental housing needs.
ADFA has established certain threshold housing requirements to be used in the allocation
ofNHTFs.

1) Geographic Diversity - ADFA anticipates allocating available NHTF to expand
the overall rental housing supply located throughout the State in metro and/or
rural areas (or non-metro areas) as defined by HUD area definitions.

2) Applicant Capacity - The applicant's ability to undertake and complete the
construction and/or rehabilitation of the proposed type of housing in a timely

manner. Applicant must have the financial capacity to complete the proposed
type of housing in a timely manner. Applicant must have the financial capacity
to complete the proposed development. The applicant must provide a list of
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experienced development team members such as a general contractor, architect
and legal counsel.

3) Rental Assistance - Due to the targeted population of ELI, the ability to secure
rental assistance so that rents are affordable to ELI families will be a major
factor in the success of any proposed development.

4) Duration of Afford ability Period - All NHTF rental units must have affordability
requirements for a minimum of thirty (30)years.

5) Housing Needs of the State - ADFA has identified a housing need for ELI
households.

6) Leveraging - The applicant should provide additional sources of funds such as
other soft funds for construction, permanent financing and/or operating
expenses.

7) Limitation on Beneficiaries or Preferences - ADFA will give a preference to
veterans who are homeless (or at risk of homelessness) or suffer from mental
illness.

D. Eligible Activities

The eligible activities for NHTF under this plan will be for the development of new
construction and/or rehabilitation of single-family homes and multifamily residential.  All
projects are required to meet ADFA's Minimum Design Standards. These are minimum
design standards and ADFA permits applicants to exceed these project standards. Each
applicant may construct the proposed project in a manner that reflects applicant goals
and/or that exceeds the local building codes. Also, most related softs costs are eligible
expenses.

E. Eligible Recipients

ADFA will distribute  NHTF by directly selecting applications submitted from
eligible recipients and will not use sub-grantees in the 2016 allocation cycle. ADFA will
accept applications from for-profit and non-profit organizations meeting the applicant
capacity criteria as outlined herein. No NHTF application will be processed for any
applicant or related entity which is not in good standing with ADFA and any other State
housing finance authority, The Arkansas Economic Development Commission ("AEDC"),
HUD and USDA Rural Development. An applicant can be denied consideration of the
NHTF funds under Arkansas's NHTF Program if the applicant or its related parties have a
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history of payment delinquencies, bankruptcy, foreclosure or activities determined to be
unsound or lawful.

F. Maximum Allocation of HTF

ADFA will receive $3,000,000.00 in 2016 NHTF funds. ADFA will allocate funds based on
the eligible activities and funding priorities outlined in ADFA's Housing Trust Fund
Allocation Plan ("AHTF Plan"). ADFA will award NHTF funds as forgivable grants to
applicants whose proposed developments are approved for funding. The NHTF will remain
a forgivable grant, as long as the development remains in compliance with NHTF and
ADFA requirements for the entire affordability period of thirty (30) years. ADFA estimates
the following use of NHTF funds for the State:

2016 HTF Funds Received: $3,000,000.00
USES:

Grant $2,700,000.00
Administration Fee $300,000.00

No single applicant/recipient may receive more than $450,000.00.
G. Maximum Per Unit Development Subsidy Limits

As the administrator of the Low-Income Housing Tax Credit and HOME funds,
ADFA determines the "Reasonableness of Project Costs" annually. Reasonable project costs
are determined by comparing aggregate cost data based on all applications received
compared to historical cost certification cost data of completed projects and current cost
data provided by ADFA third-party construction consultant reports. Mter evaluating all
the data, reasonable standard project hard construction costs and soft costs are established.
ADFA has used the same methodology in determining the maximum per-unit development
subsidy limit for housing assisted with NHTF funds for all areas of State.

H. Minimum Number of Proposed Units

A single proposed development may not contain less than five (13) four (4) units
designated and reserved for ELI or VLI households.

I. Application Process
ADFA will evaluate each application to determine which projects should receive an

award of NHTF funds. All applicants must submit an application which includes
evidence sufficient to ADFA that the applicants proposed project at minimum meets all
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of the housing priority factors in order to be considered for funding. ADFA may conduct
a site visit(s) to inspect the proposed project site(s) and/or consult with a third party for
professional services in evaluating each application requesting NHTF funds. To
facilitate the evaluation process, all applicants must complete the following basic steps

1) Submit a complete application to ADFA All or portions of the application may
be required to be submitted online. After applications are submitted, ADFA will
conduct a completeness review. The application will be deemed complete if the
application package contains, at a minimum, the following:

e All required ADFA-provided forms for current year application will be

posted at www ADFAarkansasgov  prior to the beginning of the

application cycle. ADFA will post these forms as they become
available and applicants should check www ADFAarkansas.gov
regularly in order to begin work on the required forms as soon as
possible. All ADFA-provided forms should be submitted with original
signatures, legible and all applicable spaces fully completed.

e All required third-party documents. ADFA will post the NHTF
application checklist and instructions for the complete list of required
documents as provided at www. ADFAarkansas.gov = prior to the
beginning of the application cycle.

e All applicants must comply in all respects with ASTM E1527-13 (the
"ASTM Standards') as to content and adhere to ADFA's
Environmental Policy Requirements for purposes for determining
whether the property is environmentally suitable for construction of
residential housing.

After the initial review, each applicant will be contacted via e-mail regarding
any missing/or incomplete items or documents. Upon notice, applicants must
submit all missing and/or incomplete items or documents in order to be considered
for funding.

2) Provide evidence that the project is an eligible activity under this NHTF plan
and meets basic occupancy and rent restrictions required of NHTF regulations.
The rental housing units must be under common ownership, deed, financing and
property management.

3) Demonstrate that the project is financially feasible.

4) Demonstrate the likelihood of sustained thirty (30) year affordability period with
ADFA's requirements and the NHTF Regulations.
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J. ADFA Housing Priorities and Scoring Criteria

Funds will be awarded based on the application (at a minimum) meeting the general
NHTF requirements listed above and the total score of the application. Once ADFA has
determined that the application meets or exceeds all requirements, ADFA will award funds
to highest-scoring project until all NHTF funds have been allocation.

In the event of a tie between two or more applications, the projects will be ranked in
the following order to determine which applicant will receive priority:

1) The application with the greatest amount of additional subsidy per unit; and

2) The application with a proposed project which is closest to the nearest Veterans
Administration Facility; and

3) The application with the fewest missing documents and/incomplete forms as
determined by ADFA during the completeness review.

ADFA reserves the right to deny a NHTF allocation to any applicant or project,
regardless of that applicant's point ranking if, in ADFA's sole determination, the applicant's
proposed project is not financially feasible or viable. Regardless of strict numerical
ranking, the scoring does not operate to vest in an applicant or project any right of
allocation in NHTF funds in any amount. ADFA will in all instances reserve and allocate
NHTF funds consistent with sound and reasonable judgment, prudent business practices
and the exercise of its inherent discretion.

1) Points Gained

a. Geographic Diversity - A funding priority (5 points) will be given to
applications in rural areas (or non-metropolitan areas as defined by HUD
area definitions) that are expanding the overall rental housing supply for
the benefit of ELI households.

b. Applicant Capacity - A funding priority (15 points) will be given to the
applicant's ability to provide evidence of serving the veterans homeless
and/or ELI populations. The applicants must describe their strategy for
addressing homeless and/or ELI population housing problems. They will
provide specific data quantifying the types of assistance or services
provided to homeless veterans or ELI individuals and families.
Applicants must describe their staff capacity. Provide specific details to
direct or related experience with service provision to veterans and
homeless individuals and families or those at-risk of homelessness.
Applicants will provide their plan to coordinate and integrate NHTF built
housing with other programs targeted to serving veterans and homeless
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persons and with mainstream resources for which program participants
may be eligible.

c. Rental Assistances - A funding priority (15 points) will be given to
applicants with projects that have secured federal, State or local project-
based and/or voucher(s) for rental assistance so that rents are affordable
to extremely low-income families.

d. Duration of Afford ability Period - A funding priority of (5 points) will be
given for projects that demonstrate the ability to remain financially
feasible five (5)years beyond the required thirty (30)year period.

e. Leveraging - A funding priority (maximum 25 points) will be given to
applicants that have a commitment from other non-federal sources. To
qualify for points for receiving additional subsidies, the funds may be
loaned (required repayment) or granted during construction and/or as a
permanent source of funds.

25 points - $3130,001.« Greater than 75% per unit
15 points -$1713.001 $3130,00050% to 75% per unit
10 points - $100,000 0 $1713,000 Greater than 25% to per unit

f. Limitation on Beneficiaries or Preferences - A funding priority (25
points) for targeting the rental housing need for ELI veterans who are
homeless (or at risk of homeless) or suffer from mental illness. The
applicants must identity the veteran homeless and ELI population
needing assistance in their service area. Applicants should specifically
address the needs (housing and services) of the veterans homeless and/or
ELI persons in their service area. They should use quantifiable data,
specific to their service area, to the maximum extent possible. Data
should include the number of individuals and families actually served
during the last calendar year as well as specific services provided.

2) Points Lost

Points will be deducted from applications that contain sites with the
following negative neighborhood characteristics:

Two (2) points each will be deducted if any of the following incompatible uses

are adjacent to the site. Adjacent is defined as nearby, but not necessarily
touching. The following list is not all inclusive.
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Junk yard or dump Pig or chicken farm

Salvage yard Processing plants
Wastewater Treatment facility Industrial
Distribution facilities Airports
Electrical utility substations Prison or Jail

Adult video/theater/live entertainment Solid waste disposal

One (1) point each will be deducted if any of the following incompatible uses are
within .5 mile of the site. The list is not all inclusive:

Junk yard or dump Pig or chicken farm
Salvage yard Processing plants
Woastewater Treatment facility Airports

Prison or Jail Solid waste disposal

Points will not be deducted for a prison, jailor detainment facility if it s co-
located with a law enforcement office.

K. Barriers to Addressing the ELI and Veteran ELI Population

Various obstacles to addressing the ELI population exist across the State. In the
rural counties, transportation is a major issue. Nonexistent public transportation limits
access to mainstream resources and required services specifically for the ELI veterans that
may have a physical and/or other impairment(s). Insufficient funding for resources and
servicers at various levels of government entities or government supported entities
negatively impacts the needs of ELI persons. The shortage of affordable permanent
housing, job loss, unemployment and the lack of affordable healthcare are all barriers to the
ELI population to access affordable housing.

It will be very challenging for developments to be successful in reaching specific ELI
populations and areas of extreme high ELI households and remain economically feasible for
thirty (30) years. It will require every respective stakeholder (mental health and physical
health service providers, veterans advocates and groups, non-profits and local governments)
to be proactive toward; a) providing additional funding sources and incentives as available;
b) helping to remove regulatory and discriminatory barriers; and c) seeking experienced
development partners to assist in creating housing solutions for the respective ELI
populations and areas of the State.

L. Compliance with NHTF Regulations

Each eligible recipient must certify that housing units assisted with NHTF funds
will comply with all NHTF requirements. The certification must include:
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e« The number of units in a NHTF-assisted project by income group: ELI, VLI,
moderate income and above moderate income; and

e A Statement declaring that all tenants of a NHTF-assisted development meet
the income limits as required by relevant program guidelines; and

e A Statement declaring that recipient will comply with rent limits, determined
to be no more than thirty percent (30%)of the area median income.

ADFA staff will monitor each NHTF project on-site at least once prior to the
completion of the project and at least once every three years through the entire affordability
period. ADFA will review for compliance with the NHTF Plan, eligibility requirements,
housing construction standards (24 CFR 93.301), rent reasonableness, affirmative outreach
(24 CFR 93.350), tenant protections and selection (24 CFR 93.303), fair housing and

financial management.

After each monitoring VISit, written correspondence will be sent to the NHTF
recipient describing the results of the review in sufficient detail to clearly describe the areas
that were covered and the basis for any conclusions reached. Monitoring determinations
will range from "acceptable” to "findings" with appropriate corrective measures imposed.
Corrective measures may include certifications that inadequacies will be resolved,
documentary evidence that corrective actions have been instituted or reimbursement of
disallowed costs.

M. Performance Goals

As of 2014, Arkansas had 249,274 veterans living in the State. Many of these
veterans in Arkansas fall in the ELI category. These ELI veterans are severely cost
burdened. They are at risk of becoming homeless and some suffer mental illness. This
number will most likely continue to increase.

Reaching out to veterans and ELI population (especially unsheltered persons and
homeless) and assessing their individual needs can be difficult. ADFA has established the
following goals in meeting the needs of the veterans in the State through NHTF funds:

1) Decrease the number of veterans by fifteen (15) who are unsheltered and/or
homeless by providing affordable housing units and to increase the provision of

services to them.
2) Provide fifteen (15) affordable housing units to veterans that fall into the ELI

category.
3) Help veterans (especially chronically homeless individuals and families, families
with children) make the transition to permanent housing and independent

living.

2016 Draft ADFA HTF Allocation Plan Page 9



4) Facilitate access for veterans and all ELI individuals and families to affordable
housing units and prevent individuals and families who were recently homeless
from becoming homeless again.

5) Increase awareness of permanent housing and services for ELI veterans and ELI
households.

ADFA will monitor developments receiving NHTF for the following specific goals:

e Impact of NHTF.funded projects that reached veterans unsheltered and/or
homeless.

e« Number of veteran ELI households served by NHTF-funded projects.

e Number of veteran ELI households with mental illness which were served by
NHTF-funded projects.

 Number of ELI households served by NHTF-funded projects.

e The extent to which the development met the overall goal established by the
NHTF Plan and ADFA.

Recipients will develop performance goals that best quantify the NHTF
developments' impact for their local areas' veteran and ELI populations. Performance goals
specific to the specific geographic area will be evaluated to determine if the NHTF goals
have been achieved.

2016 Draft ADFA HTF Allocation Plan Page 10



ARKANSAS DEVELOPMENT FINANCE AUTHORITY
Board of Directors’ Audit Committee

September 15. 2016

Bessie Moore Conference Room
Second Floor
900 West Capitol
Little Rock, Arkansas

Called to Order. Committee Chair John Cooley called the meeting of the Board Audit Committee
to order at 10:33 a.m.

Committee  Members Present:  John Cooley, Tom Spillyards, Stan Green and Sarah Cappo
Committee . Member Absent:  Anthony Brooks

Staff Members Present.  Aaron Burkes, Robert Arrington, Patrick Patton, Brad Henry, Cheryl
Schluterman, Judy Brummett, Derrick Rose, Jack Bell, Debbie Gentry, Kristy March, Katherine Hall,
KimPoposky, Hope Lewis, Tracy Green, Paula Farthing, Cathy Gannaway, Latryce Long, Netta
Hemingway, Barbara Whittaker, Charles Lynch, Ruby Dean, Kay Mallett, Missy Burroughs and Kim
Henderson.

Minutes: Minutes from the June 16, 2016 meeting of the Board Audit Committee approved were
unanimously approved.

Discussion Surrounding  the Arkansas State Bank Exam: A draft report of State Bank's
examination of 10070 of the Bond Guoranty's Portfolio was presented by Patrick Patton and was
approved unanimously by the Audit Committee members.

Patrick Potton presented the Internal Audit of the NSP Il Program.  The Audit Committee
approved the report unanimously.

Program (AMP): Mr. Patton presented the findings of the FSA's analysis of the program FY2013-
FY2015. The findings indicated that Arkansas' AMP analysis indicated all funding wa$S accounted
for.



ADFA Boord of Directors
September 15, 2016
Page 2

Discussion  Surrounding = the SSAE 16 Review and USAP Review: Mr. Patton indicated the findings
at Regions Trust, Bank of New York Mellon Global Trust and US Bank do not impact AD FA's

accounts. The members of the Audit Committee approved the report unanimously.

Adjaurnment: =~ There being no additional business to be brought before the AD FA Board of

Directors' Audit Committee, the meeting adjourned at 10:44 a.m.

Aaron Burkes
Arkansas Development Finance Authority

President
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October 11, 2016

The Audit Committee
Of the Board of Directors
Of the Arkansas Development Finance Authority

We have completed our examination of the HOME Department (“Department") of the
Arkansas Development Finance Authority ("ADFA") that began June 1, 2016. Our

examination was made for the purpose of studying and evaluating the internal controls
surrounding the Department's policies and procedures. The audit did include some
limited testing for compliance of the policies and procedures for the Department.

We reviewed the Department's policies and procedures for adequacy and documented
the controls being currently followed within the Department. The audit procedures were

designed to document the processes in place and to provide limited assurance that the
controls are being followed.

An overview of the HOME Department and the results of the audit work performed are
included in the following pages.



HOME Department ("Department”) Overview

The HOME Department is a part of the Housing Division at ADFA. AD FA receives and
administers funds provided by the HOME Investment Partnerships Act. The HOME
Investment Partnerships Program was created to provide funds to expand the supply of
affordable housing for very low-income and low-income persons. The ADFA HOME
Department has four main divisions; the HOME Rental Housing Program, the
Homeowner Housing Programs - Owner Occupied and Homebuyer, and the Tenant-

Based Rental Assistance ("TBRA"). HOME Program regulations consist of 24 CAFR Part
92, dated September 16, 1996.

HOME D rtmen

1. Itwas noted during our audit that all of the processes and functions surrounding the
HOME Program have not been formally documented. We recommend that the
internal operating procedures relating to the HOME Program are documented.

The Vice President of Housing stated that the HOME Department is continuing its
efforts to formalize all internal processes and functions. A turnover in management
has delayed these efforts to some degree.

2. We noted numerous instances of inconsistent information during our review of the
ADFA website, including non-working links, and missing forms listed as available on
the website. We recommend that the ADFA website HOME Program information is
reviewed for consistency and accuracy in its entirety and that the noted incorrect
information is reviewed and amended.

The Vice President of Housing stated that the HOME Department will be meeting with
ADFA's web content editor to correct the inconsistencies, non-working links, and
missing forms that have occurred due to the transition to ADFA's new website.

3. During our audit we noted that the problem loan list maintained by the Loan Servicing
Department has not been consistently distributed to the HOME staff for review. This
list identifies 25 loans for which copies of final documents or corrected/amended
documents are needed, with arange of 200 to 4000 days outstanding. We
recommend that a procedure is implemented to ensure that the Loan Servicing

Problem Loan list is consistently distributed to the HOME staff for review and
corrective action.

The Vice President of Housing stated that the HOME Department will be partnering
with Loan Servicing to implement procedures so that the Problem Loan list is
consistently distributed to the HOME staff for review and to take corrective action.

4. We noted during our loan file review that the process of scanning documentation was
not defined or consistent. Different items have been scanned to the I-drive. The
entire loan file has not been scanned in all instances. The electronic labeling is not
consistent and difficult to interpret. We recommend that a procedure is implemented



to ensure that the required documents are scanned and labeled in order to maintain
consistency and locate loan file documentation.

The Vice President of Housing stated the HOME Department will be implementing
quality control measures to ensure standardization and accurate scanning
procedure.

5. During our audit we noted that the forms utilized by the HOME staff to document
review of the multi-family projects did not include the signature of the reviewer. We
recommend that the review/approval forms for HOME funding for multi-family
projects are amended to include a signature line for documentation purposes.

The Vice President of Housing stated that the HOME Department will be amending

its underwriting procedures to include a signature line for each reviewer, as well as,
implementing quality control measures to ensure all internal underwriting procedures
are followed properly.

cc: Aaron Burkes, President
Ben Van Kleef, Vice President of Housing
Audit Committee
Audit File
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October 11, 2016

The Audit Committee
Of the Board of Directors
Of the Arkansas Development Finance Authority

We have completed our examination of the Investment Department (‘Department) of the
Arkansas Development Finance Authority ("ADFA") that began September 9, 2016. Our
examination was made for the purpose of studying and evaluating the internal controls
surrounding the Department's policies and procedures. The audit did include some
limited testing for compliance of the policies and procedures for the Department.

We reviewed the Department's policies and procedures for adequacy and documented
the controls being currently followed within the Department. The audit procedures were

designed to document the processes in place and to provide limited assurance that the
controls are being followed.

An overview of the Investment Department and the results of the audit work performed
are included in the following pages.

(

Arkan as De elopment Finance Authority
Intern  Audit



Investment Department ("Department’) Overview

Unrestricted funds that are not pledged to a specific bond issue are invested by ADFA in
accordance with the guidelines outlined by the ADFA Investment Policy - General Fund,
amended and adopted by the Board of Directors on December 17, 2015. The
investment policy directs the deployment of the funds to earn the maximum return while
protecting principal and maintaining sufficient liquidity. Investment policy objectives:

 To maintain liquidity which is sufficient to meet projected operating and bond
issuance needs.

» To ensure safety of principal and interest earnings through investment in
securities with low market pricing risk and interest rate risk.

e To maximize opportunities consistent with ADFA's liquidity and safety

requirements, while providing a suitable balance related to quality and
diversification to the portfolio.

The investment portfolio is managed by the Vice President for Finance and
Administration and selected staff. A Consolidated Summary is included every quarter in
the ADFA Board Report, which provides a list of investments by type and maturity, cash
balances by fund type, and a breakdown of cash and investments by program. An
Investment Committee appointed by the Board of Directors meets as needed to review
the existing investment securities portfolio and to discuss the Authority's investment
strategies.

No exceptions were noted.

cc:Aaron Burkes, President
Cheryl Schluterman, Vice President for Finance and Administration
Audit Committee
Audit File



Audit Committee and Board of Directors
Arkansas Development Finance Authority
Little Rock, Arkansas

As part of our audits of the financial statements and compliance of Arkansas Development
Finance Authority (the Authority), a Component Unit of the State of Arkansas, as of and for the
year ended June 30, 2016, we wish to communicate the following to you:

AUDIT SCOPE AND RESULTS

Auditor's  Responsibility Undel' Auditing Standards  Generally Accepted ip the United
States of America and the Standards Applicable 1o Financial Audits Contained in
Government  Auditing Standards Issued bv the Comptroller General of the United States
and US. Offiee of Management and Budget (OMB) Title 2 US. Code of FEederal

An audit performed 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 and U.S. Office of
Management and Budget (OMB) Uniform Guidance is designed to obtain reasonable, rather than
absolute, assurance about the financial statements and about whether noncompliance with the
types of compliance requirements described in the OMB Compliance Supplement that could
have a direct and material effect on a major federal program occurred. In performing auditing
procedures, we establish scopes of audit tests in relation to the financial statements taken as a
whole. Our engagement does not include a detailed audit of every transaction. Our engagement
letter more specifically describes our responsibilities.

These standards require communication of significant matters related to the financial statement
and compliance audits that are relevant to the responsibilities of those charged with governance
in overseeing the financial reporting process. Such matters are communicated in the remainder
ofthis letter or have previously been communicated during other phases of the audit. The
standards do not require the auditor to design procedures for the purpose of identifying other
matters to be communicated with those charged with governance.

Audits of the financial statements and compliance do not relieve management or those charged

with governance of their responsibilities. Our engagement letter more specifically describes
your responsibilities.



Audit Committee and Board of Directors
Arkansas Development Finance Authority
Page 2

litati of Significl . licies and .
ianif . lici

The Authority's significant accounting policies are described in Note 1 of the audited financial
statements. With respect to unusual accounting policies or accounting methods used by the
Authority for unusual transactions, no matters are reportable.

Alternative Accounting Treatments

We had discussions with management regarding alternative accounting treatments within
accounting principles generally accepted in the United States of America for policies and
practices for material items, including recognition, measurement and disclosure considerations

related to the accounting for specific transactions as well as general accounting policies, as
follows:

* No matters are reportable
Management Judgments and Accounting Estimates

Accounting estimates are an integral part of financial statement preparation by management,
based on its judgments. The following areas involve significant areas of such estimates for
which we are prepared to discuss management's estimation process and our procedures for
testing the reasonableness of those estimates:

» Adequacy of the allowance for loan and lease losses

e Valuation of investment securities portfolio
The following areas involve particularly sensitive financial statement disclosures for which we

are prepared to discuss the issues involved and related judgments made in formulating those
disclosures:

e Allowance for loan and lease losses

¢ Fair value of investment securities



Audit Committee and Board of Directors
Arkansas Development Finance Authority
Page 3

Audit Adjustments

During the course of any audit, an auditor may propose adjustments to financial statement
amounts. Management evaluates our proposals and records those adjustments which, in its
judgment, are required to prevent the financial statements from being materially misstated.
Some adjustments proposed were not recorded because their aggregate effect is not currently
material; however, they involve areas in which adjustments in the future could be material,
individually or in the aggregate. No audit adjustments were proposed.

During the course of the audit, we made the following observations regarding the Authority's
application of accounting principles:

» The Authority makes certain assumptions in evaluating the allowance for loan losses.
The evaluation is inherently subjective, and it requires estimates that are susceptible
to significant revision as more information becomes available. Management's
method of evaluating the allowance for loan losses is consistent with financial
industry practice.

* The Authority implemented GASB Statement No. 72 - Fair Value Measurement and
Application.

Disagreements _ with Management

The following matters involved disagreements which ifnot satisfactorily resolved would have
caused a modified auditor's opinion on the financial statements:

* No matters are reportable

Consultation _ with Other Accountants

During our audit, we became aware that management had consulted with other accountants about
the following auditing or accounting matters:

¢ No matters are reportable
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Prior 1o Retention

During our discussion with management prior to our engagement, the following issues regarding
application of accounting principles or auditing standards were discussed:

« No matters are reportable
During the Audit Process

During the audit process, the following issues were discussed or were the subject of
correspondence with management:

« No mallel's are reportable
Difficulties Encountered in Performing the Audit

Our audit requires cooperative effort between management and the audit team. During our audit,
we found significant difficulties in working effectively on the following mallel's:

« No mallel's are reportable

Listed below are other material communications between management and us related to the
audit: "\

e Management representation letter (attached)

* We orally communicated to management other deficiencies in internal control
identified during our audit that are not considered material weaknesses or significant
deficiencies.
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OTHER MATTERS

We observed the following matters and offer these comments and suggestions with respect to
matters which came to our attention during the course of the audit of the financial statements.
Our audit procedures are designed primarily to enable us to form an opinion on the financial
statements and, therefore, may not bring to light all weaknesses in policies and procedures that
may exist. However, these matters are offered as constructive suggestions for the consideration
of management as part of the ongoing process of modifying and improving financial and
administrative practices and procedures. We can discuss these matters further at your
convenience and may provide implementation assistance for changes or improvements.

Additional GASH Standard

GASB Statement No. 75, Accounting and Financial Reporting/or Postemployment Benefits
Other Than Pension (GASB 75). GASB 75 replaces the requirements of GASB Statement No.
45, Accounting and Financial Reporting by Employers/or Postemployment Benefits Other Than
Pensions. GASB 75 requires governments to report a liability on the face of the financial
statements, in accordance with the following:

» Employers that are responsible only for OPEB liabilities for their own employees and
that provide OPEB through a defined benefit OPEB plan administers through a trust that
meets specified criteria will report a net OPEB liability (the difference between the total
OPEB liability and the assets accumulated in trust to make the benefit payments)

« Employers that participate in a cost-sharing OPEB plan that is administered through a
trust that meets specified criteria will report a liability equal to the employer's
proportionate share for the collective OPEB liability for all employers participating in the
plan

« Employers that do not provide OPEB through a trust that meets specified criteria will
report the total OPEB liability for their own employees

GASB 75 requires more extensive note disclosures and required supplementary information
(RSI) about the OPEB liabilities. GASB 75 is effective for fiscal years beginning after June 15,
2017 and requires restatement of any prior years presented, if practical.

While not effective in the short term, we recommend the Authority begin assessing the potential
impact on the financial statements of both of these statements and begin the process of

communicating this impact with those charged with governance and other stakeholders. Similar
to the adoption of GASB Statement No. 68, Accounting CllldFinancial Reporting/i)1' Pensions.
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the adoption of 75 will require advance coordination with plans and actuaries so that the required
information is available.

*kkkk

This letter is intended solely for the information and use of the Audit Committee, the Board of
Directors and management and is not intended to be and should not be used by anyone other than
these specified parties.

October XX, 2016

Attachment










The Commissioners of the Arkansas Natural
Resources Commission (ANRC)
The Board of Directors of
Arkansas Development Finance Authority (ADFA)
Little Rock, Arkansas

As part of our audits of the financial statements and compliance of the State of Arkansas
Construction Assistance Revolving Loan Fund Program and the State of Arkansas Safe
Drinking Water Revolving Loan Fund Program (the Programs), as of and for the year ended
June 30, 2016, we wish to communicate the following to you.

Auditor's  Responsibility Under Auditing Standards Generally Accepted in the United
States of America and the Standards Applicable o Financial Audits Contained in
Government Auditing Standards Issued by the Comptroller General of the United States
and US. Office of Management and Budget (OMB) Title 2 U.S. Code of FEederal
Regulations  Part 200, Uni(orm Administrative Requirements, Cost Principles. and Audit
Requirements (or Federal Awards (Uniform Guidance) (or OMB Circular A-133. Audits of
States, local Governments, and Nonprofit QOrganizations)'B)

An audit performed in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Governmell/
Auditing Standards issued by the Comptroller General of the United States and U.S. Oftice of
Management and Budget (OMB) Uniform Guidance (or OMB Circular A-133, Audits of States,
Local Governments, and Nonprofit Organizations)'B) is designed to obtain reasonable, rather than
absolute, assurance about the financial statements and about whether noncompliance with the
types of compliance requirements described in the OMB Compliance Supplement that could
have a direct and material effect on a major federal program occurred.(P) In performing auditing
procedures, we establish scopes of audit tests in relation to the financial statements taken as a
whole. Our engagement does not include a detailed audit of every transaction. Our engagement
letter more specifically describes our responsibilities.

These standards require communication of significant matters related to the financial statement
and compliance audits that are relevant to the responsibilities of those charged with governance
in overseeing the financial reporting process. Such matters are communicated in the remainder
of this letter or have previously been communicated during other phases of the audit. The
standards do not require the auditor to design procedures for the purpose of identifying other
matters to be communicated with those charged with governance.

Audits of the financial statements and compliance do not relieve management or those charged
with governance of their responsibilities. Our engagement leiter more specifically describes
your responsibilities.
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The Programs' significant accounting policies are described in Note | of the audited financial
statements. With respect to unusual accounting policies or accounting methods used by the
Programs for unusual transactions, no matters are reportable.

~ritical A ing_ Policies and Practi

Critical accounting policies and practices are those that are both most important to the portrayal
of the Programs' financial position, results of operations and cash flows and require
management's most difficult, subjective or complex judgments, often as a result of the need to
make estimates about the effect of matters that are inherently uncertain. Critical accounting
policies ane!practices of the Programs include:

* Investment securities
Alternative Accounting Treatments

We had discussions with management regarding alternative accounting treatments within
accounting principles generally accepted in the United States of America for policies and
practices for material items, including recognition, measurement and disclosure considerations

related to the accounting for specific transactions as well as general accounting policies, as
follows:

« No matters are reportable
Management Judgments and Accounting Estimates
Accounting estimates are an integral part of financial statement preparation by management,

based on its judgments. The following areas involve significant areas of such estimates for

which we are prepared to discuss management's estimation process and our procedures for
testing the reasonableness of those estimates:

e Valuation of investment securities portfolio
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The following areas involve particularly sensitive financial statement disclosures for which we
are prepared to discuss the issues involved and related judgments made in formulating those
disclosures:

* Fair value of investment securities

Audit Adjustments

During the course of any audit, an auditor may propose adjustments to financial statement
amounts. Management evaluates our proposals and records those adjustments which, in its
judgment, are required to prevent the financial statements from being materially misstated.
Some adjustments proposed were not recorded because their aggregate effect is not currently
material; however, they involve areas in which adjustments in the future could be material,
individually or in the aggregate. No audit adjustments were proposed.

During the course of the audit, we made the following observations regarding the Programs'
application of accounting principles:

e The Programs implemented GASB Statement No. 72 - Fair Value Measurement and
Application.

Disagreements with Management

The following matters involved disagreements which if not satisfactorily resolved would have
caused a modified auditor's opinion on the financial statements:

* No matters are reportable
Consultation with Other Accountants

During our audit, we became aware that management had consulted with other accountants about
the following auditing or accounting matters:

e No matters are reportable
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Prior to Retention

During our discussion with management prior to our engagement, the following issues regarding
application of accounting principles or auditing standards were discussed:

* No matters are reportable
During the Audit Process

During the audit process, the following issues were discussed or were the subject of
correspondence with management:

* No matters are reportable
Difficulties Encountered in Performing the Audit

Our audit requires cooperative effort between management and the audit team. During our audit,
we found significant difficulties in working effectively on the following matters:

e No matters are reportable

Listed below are other material written communications between management and us related to
the audit:

e Management representation letter (attached)

e We orally communicated to management other deficiencies in internal control
identified during our audit that are not considered material weaknesses or significant
deficiencies

*kkkk
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This letter is intended solely for the information and use of the Audit Committee, the Board of
Directors, the Commissioners and management and is not intended to be and should not be used
by anyone other than these specified parties.

October XX, 2016

Attachment
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Arkansas Development Finance Authority,
A Component Unit of the State of Arkansas
Management's Discussion and Analysis
June 30, 2016 and 2015

This discussion and analysis is designed to assist the reader in focusing on significant issues and activities
and to identitY any significant changes in the financial position of the Arkansas Development Finance
Authority ("ADFA" or "the Authority"). Readers are encouraged to consider the infollnation presented in
conjunction with the finaucial statements and notes as a whole.

Understanding the Financial Statements

Tlle June 30. 2016 basic [mancial statements include tlu'ee required statements:' the statement of net
position; the statement of revenues, expenses and changes in net position; and 'the st~tement of cash flows.
Comparative totals as of and for the years ended Jime 30. 2015 and 2014. are also presented. These
comparative totals are intended to facilitate an enhanced \mderstanding of the Authority's fmancial
position and results of operations for the CllII'entfiscal year in compalisori to the prior fiscal years. The
statement of net position and the statement of revenues. expenses an~ changes in net position are
presented for all of ADFA's programs in the Combining Statements.. ADFA has eight programs
presented as supplementary infollnation following the Notes to Financial Statements: Single Family
Housing Programs. Federal Housing Programs. Multi-Family'Programs. Economic Development Bond
Guaranty Program. State Facilities and Amendment 82 Programs, Other Econontic Development
Programs. Tobacco Bonds Program and General FIUIdPrograms. In addition, there is further information
provided on the Single Family Housing Progr~I11So detail the Authority's Single Fantily Mortgage
Revenue Bond Resolution. adopted on July 20.1995, wiltich is part of the Single Fantily Mortgage
Purchase Program and the New Iss~ Bond Prograr!r (NIBP). A description of each of these programs is
included in Nole 1 of the Notes to Finallcial Statements. In 2015. ADFA adopted a new accounting
principle GASB No. 68, applicable to prior yeaJ'sthat resulted in a restatement of net position. These
changes are reflected as a cumulatiye restatement to beginning net position in 201S. The balances
presented for 2014 have not been restated for this change. See Nole 11 to the financial statements.

Condensed Statements of Net Position

(In thousands) 2016 2015 2014
Capital assets $ 93 $ 62 $ 72
Other assets 947.375 1.001.221 1.146.047

Total assets 947.468 1.001.283 1.146.1t9
Deferred outflows of resources 1176 967 183
Current liabilities 39,02t 45,597 49.59t
Noncurrent liabilities 584.801 642 671 789434
Total liabilities —623-822— ——688268— ——83902
Defened inflows of resources 412 1.093
Net position
Restricted by bond resolution and programs 235.403 22361t 216.666
Invested in capital assets 93 62 72
Umestricted 88.914 89.216 90.539
Net position $ 324410 $ 312 889 $ 307277



Arkansas Development Finance Authority,
A Component Unit of the State of Arkansas

Management's Discussion and Analysis
June 30, 2016 and 2015

June 30, 2016 to Jime 30. 2015

At Jnne 30. 2016. total assets were $947.5 million compared to $1.00 billion at Jime 30. 2015, decreasing
$53 million, or 5%. Total assets consisted plimarily of investments of $376.2 million, cash of $106.4
million, loans (net of allowance) of $344.3 million and direct financing leases of $116.5 million at June
30,2016.

Investments decreased $42.3 million, or 10%. to $376.2 million at Jime 30, 2016, from $418.5 million at
June 30, 2015. The decrease is attribnted to the principal receipts onmQOitgage-backed security balances,
which were used to redeem outstanding bonds. primarily in the Single Fm~lilyHousing Programs.

The Autholity's clm'ent assets decreased $16.2 million. or 12%. to $122.6 million at June 30. 2016, from
$138.8 million at June 30,2015. The decrease is mainly attlibutable"to the decrease in cash and cash
equivalents from the disbursement of approximately $12.0 million ofth!": remaining bond proceeds
received at the end ofJune 2014. AL

1
~

Direct financing leases decreased $10.2 million. or 8%. sinceJune 30, 2015. Tllis decrease is primarily
attlibuted to repayments on outstanding leases. , . )

The Authority's cunent liabilities decreased to $39.0 million from $45.6 million. This decrease is
attributed to fimding contract obligations. TothincmclUTent liabilities decreased $57.9 million, or 9%,
since June 30. 2015, and consisted primalily of i,et bonds and notes payable. Tllis decrease is attributed
to bond redemptions exceeding new issuances. The decrease in total liabilities was mainly due to
schednled bond and note redemptions of $29.5 million and special and optional bond and note
redemptions of $77.3 million offset by new issuances of bonds and notes of $45.0 million. Additional
infol11lationon the Authority's long~teml debt can be fOImdin Note 5 of the Notes to Financial
Statelllen ts. v or A

S\ g, e

June 30. 201510 Jime 30.2014

At Jime 30. 2015, total assets were $1.00 billion compared to $1.15 billion at Jime 30, 2014, decreasing
$145 million, or 13%. Total assets consisted primarily of investments of $418.5 million. cash of $117.7

million. loans (net of allowance) of$335.4million and clirect financing leases 0f$126.7 million at
Jime 30, 2015.

Investments decreased $39.1 million. or 9%, to $418.5 million at June 30, 2015, from $457.6 million at
June 30, 2014. Tlle decrease is attributed to the principal receipts onmOitgage-backed security balances,
which were used to redeem outstanding bonds, primarily in the Single Family Housing Programs.

The Authority's cunent assets decreased $106.5 million, or 43%, to $138.8 million at June 30, 2015, fi'om
$245.3 million at June 30, 2014. The decrease is mainly attributable to tlte decrease in cash and cash
equivalents fi'omthe disbursement of approximately $113.0 million of $125 million bond proceeds
received at die end of June 2014.

Direct fmancing leases decreased $5.5 million, or 4%, since Jnne 30, 2014. Tllis decrease is primarily
attl"ibuted to repayments Olloutstanding leases.



Arkansas Development Finance Authority,
A Component Unit of the State of Arkansas

Management's Discussion and Analysis
June 30, 2016 and 2015

The AuthOJity's cutTentliabilities decreased to $45.6 million fi'om $49.6 million. This decrease is
atnibuted to decreases in bond principal and interest due next fiscal year compared to last year. Total
nOnCtUTenliabilities decreased $146.8 million, or 19%, since Itllle 30, 2014, and consisted primarily of
net bonds and notes payable. Tlus decrease is atUibuted to bond redemptions exceeding new issuances.
The decrease in total liabilities was mainly due to scheduled bond and note redemptions of $31.7 nullion

and special and optional bond and note redemptions of $151.4 nullion offset by new issuances of bonds
and notes of $27.2 nullion.

o
Condensed Statements of Revenues, Expenses and Changes In Net\_l?osition

~r

(1 thollsallds) 2016 . L2015 2014
n
Total invesunent income $ 29,731 §" 34219  $ 41,899
Other income "6 11 11
b
Total operating revenues 29,737 34.230 41.910
Total interest on bonds and notes 20,682 23,154 28,222
Total amortization “ , (211 (327) (478)
Adnunistrative expenses ’ 10.261 15.530 13.009
Total operating expenses 30.732 38.357 40.753
Operating gain (loss) — (995) (4127) 1.157
i; "
Federal grants , [ D 7,663 7,267 10,724
State grants Do 550
g
Total nonoperating revenues 8.213 7.267 10,724
Income before transfers in ..’ 7,218 3,140 11,881
Transfers in 4.303 5.632 1.118
Change in net position 11521 8.772 12,999
Net position
Previously reported 307,277 294,278
Change in accotUIlting principle (3.160)
Restated begimung of year 312,889 304.117 294.278
End of year $ 24410 $ 'J? 889 $ 07 277

ADFA's income before transfers in totaled $7.2 million for the year ended Illlie 30, 2016, compared with
income of $3.1 million and $11.9 nullion forthe years ended Illlie 30, 2015 and 2014, respectively.



Arkansas Development Finance Authority,
A Component Unit of the State of Arkansas

Management's Discussion and Analysis
June 30, 2016 and 2015

The increase froll!prior year relates primarily to the decrease in interest expense on bonds and notes of
$2.5 million and provision for loan losses 0f$3.8 million. Tlle decrease in interest expense is in
cOlTelationto the decrease in bonds and notes payable. Tlle decrease in provision for loan losses is
mainly due to reselves being lowered on loans that were reclassified from defenal statns to repayment
mode. The decrease from the year ended Jnne 30, 2014 to Jime 30, 2016, primalily relates to decreases in
interest and dividend income of $5.5 million, net appreciation of investments of $3.4 million and federal
grant revenue of $3.1 million offset by decreases in interest expense onbonds?nd notes of $7.5 million.

Transfers in have histOlically represented the receipt of the arumal tobacco setlleinent revenue pleclged to
the Tobacco Bonds Program of $5.0 million. Transfers in decreased $1.3 Inillion from the prior year
ended June 30, 2015 and increased $3.2 million from June 30, 2014 to Jime 30,2016. The decrease fi'om
the prior year relates mainly to funds received for the ConummityD~velop'ment Block Grant program
being fully ftmded in fiscal year 2015 and for funds held as part.of a loan guaranty. Tlle increase 1iOln the
year ended Jime 30, 2014 to Jnne 30, 2016, primarily relates to State Slnall Business Credit Initiative
program transfening ftmds out of $0.6 million to programs ADFA ailministers for other state entities
compared to $3.9 million in fiscal year 2014. P P

Other Financial Highlights
o

Loans and direct financing lease income was $13.3 million for fiscal year ended Jime 30, 2016, compared
with $14.1 million for the prior ye~rS.Tlle decrease relates primarily to declining balances of loans and
leases in accmal status in the majority of all programs. The related average interest yield decreased to
2.63% for June 30, 2016, fi'om 2.67% for JIUle 30, 2015.

Revenues fi'om investnte~t ii;;~res;'and dividends were $15.0 million for fiscal year 2016 and $17.2
million for fiscal year 2015.,.The decrease is primarily attributable to the average cash and investment
balance declining from $616.0 million to $474.9 million. The overall average retum on cash, cash
equivalents and investments was 3.2% for Jime 30. 2016, and 2.9% for June 30. 2015.

The average interest expense on bonds and notes payable was 3.7% at June 30, 2016, and 3.8% at
June 30. 2015.

Total administrative expenses valY fi'omyear to year plimarily due to changes in the provision for loan
losses. Fiscal year ended June 30, 2016, reflected a $5.3 million decrease in total administrative expenses
primarily clueto a decrease in provision for loarl losses of $3.8 million. This decrease is primarily due to
loweling reselves in the Tax Credit Assistance Program (TCAP) and Neighborhood Stabilization
Program. Both programs had loans that were previously reselved at higher percentages due to defenal of
payments but were reduced since the loans are now in repayment mode. Also, the TCAP provision
decreased due to more payments received on 100%-reselvedloans in the ClUTenYyear than in the prior
year.



Arkansas Development Finance Authority,
A Component Unit of the State of Arkansas

Management's Discussion and Analysis
June 30, 2016 and 2015

Other Financial Highlights

Years ended June 30. 2015 to Jime 30. 2014

Loans and direct fmancing lease income was $14.1 million for fiscal year ended June 30. 2015. compared
with $15.5 million for the prior year. The decrease relates plimarily to declining balances of loans and

leases in acclllal status in the majOlity of all programs. The related average interest yield decreased to
2.67% for June 30. 2015, !i'om 2.86% at Jime 30, 2014. e~

Revenues from investment interest arlddividends were $17.2 million for fiscal year 2015 and $20.5
million for fiscal year 2014. The decrease is primarily atu'ibutable to,the ~verage cash and investment
balance declining from $574.6 million to $499.7 million for all programs e?fcinding the AmellChnent82
Program. Amendment 82 bond issue closed JIme 30, 2014, and \vas not induded in averages in the plior
year. In the CllITentyear, the average cash and investment balance, including Amendment 82 Program,
was $616.0 million. The majority of Amendment 82 bond proceeds \vere held in cash and the total yield
was .04%. Tlle overall average rellllllon cash, cash equivalents and investments was 2.9% for

June 30, 2015, and 3.6% for June 30, 2014.

Federal grants decreased $3.5 million during the yeirto $7.3 million for the year ended June 30, 2015.
The decrease is primalily due to the HOME Pallnerslup Program (HOME). This program has had
significant budget cuts from Congress impa~ting this year's financial statements.

The average interest expense on bonds and notes payable was 3.8% at June 30, 2015 and 3.9% at
Jime 30,2014. '

Total adnunistrative expenses vai'y li'om year to year primarily due to changes in the provision for loan
losses and federal financial assistance programs. Fiscal year ended JIUle30, 2015, reflected a $2.5 million
increase in total administratiye expenses. Provision for loan losses increased $2.6 nullion and federal
financial assistance prograrns increased $0.6 nullion, offset by decreases in other expenses of $0.5
million. Forgivable loan activity is the cause of the fluctuations between federal fmancial assistance and
other expenses. In the pliol' year, settlement funds were used instead of HOME funds for tlus activity and
were recorded in other expenses. HOME funds were used in the CIUTenyear and were recorded in
federal flllancial assistance. Provision for loan losses increased primalily dne to increased reserves in the
HOME program and Neighborhood Stabilization Programs (NSP). The Tax Credit Assistance Program
(TeAP) provision also increased from the prior year dne to more payments received on 100%-reselved
loarls in the prior year than in the CIUTenyear.

Other Information

Tobacco BOIlds Progralll-ADFA  issued $60.0 million of revenue bonds in 2001 associated with the
State of Arkansas' Tobacco Settlement Revenue (TSR) used by pallicipating colleges to conS1111eind
egnip three facilities outlined by the Ar'kansas Tobacco Settlement FIUIdsAct of 2000. The bonds are
repaid from the first $5.0 million of allllllal TSRs paid to the state. The financial statements for this
program primarily reflect the debt service reserve accOlmtand bonds payable, but not the buildings as
they reside on the financial statements ofthe respective colleges. Interest income is recorded as deposits
against financing 311'3ngementon the statement of net position while interest expense is recorded as such
on the statement of revenues, expenses and changes in net position.



Arkansas Development Finance Authority,
A Component Unit of the State of Arkansas

Management's Discussion and Analysis
June 30, 2016 and 2015

ADFA issued $36.9 million in non-callable capital appreciation bonds for the Arkansas Cancer Research
Center Project in 2006. These 40-year bonds utilize the revenue stream of the initial tobacco bonds when
those bonds are fnlly redeemed, which is projected for 2021. This bond issue includes a loan agreement
between ADFA and the University of Arkansas Board of Tmstees (the University), whereby the
University agreed to provide for repayment of the bonds in the event the TSRs are not available.
Therefore, as bond proceeds were disbursed, ADFA recorded a loan receivable for the cOITesponding
amounts, as well as for any interest accretion on the bonds. The loan receivable, was $60.2 million at
June 30. 2016, compared with $57.3 million and $54.6 million at Jime 30. 2015 iind 2014. respectively.

Amendment 82 Program-ADFA issned $125 million of general obligati6n bonds of the State of
Arkansas on JIme 30, 2014, as authOlized under Amel\(hnent 82 of the Arkansas Constitution. The Bonds
were issued to provide fimds to fmance cenain costs of a steel mill project .. Tlle Bonds are direct general
obligations of the State of Arkansas. secured by an ilTevocabl~pledge' of tlie filil faith and credit of the
State, and payable from the general revenues of the State and other sources. Tlle financial statements for
the year ended Jime 30, 2014. plimalily reflect the bond proc~eds held to pay cellainproject costs and the
cQOiTespondingbonds payable. Interest income is offset by interest expense on the statement of revenues.
expenses, and changes in net position.' DY

DUIing fiscal year 2015, the State decided it prefened thatthese pallicular bonds be repQited on Arkansas
Economic Development Connnission's (AEDC) financial statements instead of ADFA's. Tlle bonds are
comprised of Series A in the alnOUIlbf$75 million and Series B in the amoUlltof$50 million. The
Series B bonds are supported by a conesponding loan fi'OINADFA to the steel mill. The financial
smtements for the years ended June 30, 2015 and 2016, primalily reflect the loan receivable fi‘'om the steel
mill fully offset by the note payableto 'AEDC. bond proceeds held to pay cenain project costs and the
conesponding payables. There isiloihing ;'eported on the statement of revenues. expenses, and changes
in net position for this program~ f'I; ..

PP B
hi both fiscal year 2015alid 2016, the Amendment 82 Program has no effect on the flmd balance of
ADFA. )

Credit Ratings

The Issuer Credit Rating (ICR) of ADFA from Standard & Poor's (S&P) is cUITentiy"AA." Changes in
state and federal legislation and stannes can playa role in ADFA achieving its goals and objectives.

The 1995 General Resolution Single Family mortgage revenue bonds are clliTentlyrated "AA+" and
"AA+/A-1+"  from S&P.

The AuthOlity also administers die Bond Guaranty Flllid created by Act 505, Tlle fimd is clliTentiyrated
"A+" fi'om S&P. The obligations of the Authority as guarantor are limited to available monies in the
ADFA Guaranty Reselve AccOIlmt,created alld maintained pll1'suantto the authority confelTed in the
ADFA Guaranty Act.

ADFA's overall financial position has improved.



Arkansas Development Finance Authority,
A Component Unit of the State of Arkansas
Management's Discussion and Analysis
June 30, 2016 and 2015

Contacting ADFA

This fUlancial repOlt is designed to provide bondholders, constinlents and business partners with a general
ovelview of the AuthOlity's finances and to show the AuthOlity's accOlllltability for the funds it
administers. Questions about this repOltand requests for additional financial infollnation should be
directed to the Vice President for Finance and Administration by telephoning 501.682.5900. The

Authority's website is hitp:/adfa.arkansas.gov.
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Arkansas Development Finance Authority,
A Component Unit of the State of Arkansas
Statements of Net Position
June 30, 2016 and 2015

(In thousands)
CutTent Assets
Cash and cash equivalents
Accmed interest receivable
Investments
LOfIIIS
Accounts receivable
Investments - Clment pOitioll
Loans - cutTent POllioil
Total cun-ent assets

NOUt"UITt"ut Assets
Investments - unrestricted
Investments - restricted
Loans.llet ofallowallce for loalliosses

June 30. 2016 and 2015. respectively
Direct financing leases - I'esnicted
Real estate owned
Capital assets, net

Total noliCtuTellt

0[$77,214

assets

Total assets

Dderred Outflows of Resources ERT

DefelTed charge on refunding M

Pension contributions ij~

Changes in pension achlarial assumptions
Total defelTed outflow of resources

Cm'l'eut Liabilities
Accounts payable
Accmed interest payable >
Contract obligations ,- ~u~ent pOition
Bonds and notes payable - ClUTentportion
Total CUITentliabilities

Noncul'rent  Liabilities '\;.,
Unearned fees
Contract obligations
Bonds and notes payable, 1letofullamOllized premiums
Deposits against fmancing athugements
OPEB and pension liabilities
Other liabilities
Total noncurrent liabilities

Total liabilities
Deferred Inflows of Resoul'ces

Net Position
Restricted by bond resolution and programs
Invested in capital assets
Umestricted

Net position

See Notes to Financial Statements

and $78,865 at |,',;-

2016 2015
$ 106,437 $ 117,733
1.295 1.425
443 711
658 632
7,595 8,525
6129 9745
122,557 138.771
1

54.559 50.797
314,016 359,221
\ o, T 338,183 325,702
b 116,477 126.677
L, ——sh T583 53
n 93 62
824.911 862.512
947.468 1.001 283
92 140
494 200
590 319
1176 967
2,187 2,374
4,582 5,411
2600 80683
29.652 29.744
39.021 45.597
2,156 2.153

1.618
541.979 601.001
29,707 31,197
5,666 4,554
— —
584.801 642.671
623.822 688.268
412 1.093
235.403 223,611
Jo 0Z
88.914 89.216
$ 324410 $ 312 889
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Arkansas Development Finance Authority,
A Component Unit of the State of Arkansas
Statements of Revenues, Expenses and Changes in Net Position
Years Ended June 30, 2016 and 2015

(111 thousands) 2016 2015
Opprntillg  Revenues
Inveshnellt  income

Interest and dividends $ 14,961 $ 17,168
Loans and direct financing leases 13.288 14.062
Amortization  of discounts o011 loans 1 20
Financing fees 3.138 3.647
Net depreciation of investments C1657) (678)
Total investment income 29,731 34,219
Other — 16 T
7l
Total operating. revenues ~_~=~' 297371 34230
OpE'l'atiug  Exppuses i ">;, v
Interest on bonds and notes - ~|>-;<J|
elm'ent ol h 17,804 20,405
Accreted , - 2.878 2.749
Total interest on bonds and notes P 20.682 23.154
Al1lOltizatioll L
Al111011izatiollof premiums on bonds and notes " Q11) (327)
Total amortization ~ (211) (327)
n
Adminishoative expenses
Provision for loalliosses " (1,265) 2,491
Federal fmaneial assistance prograulS "'~ 4,432 5,057
Salaries and benefits . . 4.681 4,579
Operations and maintenance >, 1.326 1.250
BMIR program pallicipant expense 195
Other 1.087 1.958
Total administrative_ expenses 10.261 15530
Total operating. ~xp~I1ses 30.732 38.357
Ope-I'ntillg  Loss (995) (4.127)
NOllope-niting  ReVE.'llue-:)1
Federal grants 7,663 71,267
State grants 550
Total nonoperating  revenue 8.213 7.267
Income Bpfol'e TI'3nsfel's In 7,218 3.140
TI'3nsfel's In 4303 5632
Change in Nft Position 11.521 8.772
Net Position, Previously Rfpol'ted 307.277
Change in Accounting Pdllciple (Note 11) 3.160)
Net PositiOll, Restated Beginning of Year 312 889 304 117
Net Position, End of Year $ 324.410 $ 312889

See Notes to Financial Statements 12



Arkansas Development Finance Authority,
A Component Unit of the State of Arkansas
Statements of Cash Flows
Years Ended June 30, 2016 and 2015

(1 thol/sollds) 2016 2015
Opel‘ating  Activities
Financing fee income received $ 2,828 $ 3,061
Other received 6 11
Cash paid for program administration (12.017) (9.194)
Net cash used in operating activities (9.183) (6.122)
NOIJc:Ipitnl Fimmdug  Activities SRR
Proceeds from issuance of bonds and notes payable , 44,980> 27,226
Repayments of bonds and notes payable ;» (106,762) (183,106)
Cash paid for interest M~y (18,633) — (21.633)
Nonoperating grants received 8,213 7,267
Transfers in 4,303 5,632
Collection of fmancing fees 293 459
Net cash used in nOllcapit(ll financing activities { \', 67.606 164.155
luv('sting Activiti('s o
PlUdlase of investments (57,585) (53,193)
Maturities of investments 98.301 91,558
Interest received an investments 15,091 17.455
Interest received on loans 10,608 11,319
Principal repayments o1 loans 53,151 41,163
Principal repayments on capital leases 21.523 8,529
Principal repayments all installment sales 10,340
Loan disbursements - —$1 (58,937) (76,661)
Direct fUI3ncing lease disburselllents (11,323) (1,496)
Cash (paid) or received for fui.~I}cing amUlgements (5,340) 3,130
Proceeds from sale 'of real estate owned 49 261
Pm'chase of capital assets '\:;; 1) 38)
Net cash provided by investing activities 65.493 52.387
D('(=(‘as~in Cash and Cash Equil\al~llts (11.296) (117,890)
Cash nnd Cnsh Equil'nlents, Beginning ofYI'nr 117.733 235.623
Cash and Cash Equivalents, End of Ye:1I' $ tQ643.'2 % 117733

See Notes to Financial Statements
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Arkansas Development Finance Authority,
A Component Unit of the State of Arkansas

Statements of Cash Flows (Continued)
Years Ended June 30, 2016 and 2015

(In 'hol/sollds)

Reconciliation  of Opel'fltilg Income to Net Cnsb Used in

Operating  Acti\ti{'s
Operating loss

Items not requiring (providing) operating activities cash

flows

Amortization of discounts on loans
Amotlizatiotl of defelTecl financing fees
Accreted interest on loans

Accreted interest on bonds

AlllOlLizatioll ofbolld and note premiums

Amortization of bond and note refunding discounts

Depreciation of capital assets

Provision for loalliosses

Loss o11 sale of real estate owned

Net depreciation of investments

Interest on investments

Interest on loans

Interest paid on bonds and notes
Changes in

Accounts receivable

Other assets

Accolults payable

Other liabilities

A\

Net cash used in operating activities
"1~1
Suppl£"IDE"utnl Cnsh Flows Info"rumtioll
"1
Real estate acquired in settlement of loans
Sale and fiuanculg of foreclosed assets
. "

See Notes to Financial Statements

©

2016
(995)

(567)
(289)
(2,878)

e 2.878
o (212)
48

~.:\ 14
J(1,265)

) 52
1,657

(14,961)
(10.340)
17.804

(26)
(257)

(187)
340

2183)

1,631

$

$

2015

(4,127)

(20)
(705)
(2.741)
2,749
(326)
42
28
2,491
456
678
(17.168)
(11,089)
20.405

54
4.673
(475)

.047)

(6.122)

52
1.500
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Arkansas Development Finance Authority,

A Component Unit of the State of Arkansas
Notes to Financial Statements
June 30, 2016 and 2015

Note 1: Nature of Operations and Summary of Significant Accounting Policies

Nature of Operations and Reporting Entity

The Arkansas Development Fimnce AuthOlity (the AuthOlity). a Component Unit of the State of
Arkansas. was created May 1. 1985, by Act 1062 of 1985 (Arkansas Development Finance
Autholity Act) as a successor to the fonner Arkansas Housing Developinent Agency (created in
1977) whereby all records, flUlds,propelty. obligations. debts. fimctions: powers and duties were
transfelTed to the Authority. The AuthOlity is a public body politic and corporate. with corporate
succession. to be an independent inslnnnentality exercising essential public flmctions. PlI1'suantto
Act 1062, the AuthOlity is authOlized and empowered to issue bonds'and various other debt
instllunents for the pmpose of fmancing qualified agricultural, business entelplises, capital
improvement facilities, educational facilities. health care 'facilities, housing developments and
industrial ellterp11ses. \~ "~I\.

=, O
The affairs of the Authority are govellled by.a board of directors composed of the Arkansas State
Treasll1'er.Director of the Department of Finance and Administlation and 11 public members
appointed by the Govelllor of Arkansas! The State of Arkansas (the State) is financially
accountable for the Authority because ofthe govelllor's ability to appoint the majority of the
members of its govellling body and its ability to impose its will on the Authority's operations.

Bonds and other debt instnmleilts issued by the Authority and included on the Authority's financial
statements are usually special obligations of the AuthOlity. payable solely from. and collateralized
by, a first lien on the proceeds, [nonies, revenues. rights. interests and collections pledged therefore
under the resolutions alitliOl'izingthe particular issues. The Autholity has issued bonds and other
debt instllnnents.which are"general obligations of the Anthority. suppOlled by the Anthority's
general fund as~e!salieyorpledge of the Authority's issuer credit rating. The State of Arkansas is
not obligated to pay the bonds and other debt instllnnents, and neither the faith and credit nor the
taxing power of tI£'State of Arkansas is pledged to the payment of the plincipal or redemption
price of, or interest on. tile bonds and other debt instnnnents. The AuthOlity has no taxing power.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The Authority is accOlUIltedfor as an entelplise flmd for fmancial reporting pmposes and utilizes
the economic resource measurement focus and accmal basis of accounting wherein revenues are
recognized when eamed and expenses wheu inculTed.

Operating revenues and expenses ale distinguished from nonoperating items in the Authority's
statement of revenues. expenses and changes in net position. Operating revenues and expenses
generally result 1iOin providing services in connection with the principal ongoing operations. All
revenues and expenses not meeting this definition are reported as nonoperating items.

15



Arkansas Development Finance Authority,

A Component Unit of the State of Arkansas
Notes to Financial Statements
June30,2016and2015

Recently Issued Accounting Pronouncements

GASB Statemelll No. 72, Fair Value Measuremel/t al/d Applicatiol/ (GASB 72): GASB 72
addresses accOlmtingand financial repOlling issues related to fair value measurements. The
deflllition offair value is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date. GASB 72
provides guidance for determining a fair valne measurement for fmancial reponing pm'jloses that
aligns with the Financial Accomrting Standards Board's Topic 820.:'"GASB}2 also provides that
all assets meeting the definition of an investment in the Statement shoiild be measured at fair value,
unless the Statement provided otherwise. Cerlaindisclosures rehired to ail fair value measmements
are regnired (See Note 9). GASB 72 enhances comparabilitY'of financial statements among
govelllments by requiring measurement of cellain assets and liabilities at fair'value nsing a
consistent and more detailed defmition offair value and accepted valnation tecimiques. GASB 72
also elillances fair value application guidance and related disclosures in order to provide
infOl1l1ationto financial statement users about the impact of fair value measmpnents on a
govenlinent's financial position, GASB 72 is effective for financial statements for fiscal years
begirllling after June 15,2015 and any prior periods presented should be restated, including
disclosures, if practical. See Note 9 fordisclosmes regnired by GASB 72.

GASB Statement No. 75, Acco/mtil/g al/d Final/cial Reporting/or ~ Postemplo)'mel/f  Bel/efits Otlter
Tital/ Pelisiol/ (GASB 75): GASB 75 replaces the requirements of GASB Statement No. 45,
Accoulllirrg and Financial Reporting by Employers for Postemployment Benefits Other Than
Pensions. GASB 75 requires govemments to report a liability on ilre face of the financial
statements, in accordance with the following:

» Employers that are responsible only for OPEB liabilities for their own employees and that
provide OPEB throllgh a defmed benefit OPEB plan admirlisters tlll'ough a tmst that meets
specified cl-iteriawill report a net OPEB liability (the difference betweenlhe total OPEB
liability and the assets accumulated in tmst to make the benefit payments)

« Employers that panicipate in acost-sharing OPEB plan that is administered tlu‘ough a tmst
that meets specified Cliteriawill repon a liability equal to the employer's proponionate share
for the collective OPEB liability for all employers pmticipating in the plan

» Employers that do not provide OPEB tlll'ougha tmst that meets specified cliteria will repon
the total OPEB liability for their own employees

GASB 75 requires more extensive note disclosures mrdrequired supplementary infOl1llation (RSI)

about the OPEB liabilities. GASB 75 is effective for fiscal years begirllling after June 15,2017,
and requires restatemelll of any prior years presented, if practical.
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Fund Accounting

Arkansas Development Finance Authority,

A Component Unit of the State of Arkansas
Notes to Financial Statements
June 30,2016 and 2015

While not effective in ule short tenll, we reconllllend the Authotity begin assessing the potential
impact on the financial statements of both of these statements and begin the process of
conllliNlicating this impact wiul those charged with govemance and other stakeholders. Similar to
the adoption of GASB 68, Accollllting a/ld Fillo/1cial Reportillg/or  Pe/ls;ons, the adoption of
GASB 75 will regnire advance coordination with plans and actualies so that the regnired
infonllation is available.

The Authority utilizes intemal filllds, each of which accOlllltsfor the as'sets, liabilities, net position,
revenues and expenses of the AUUIOIity'sprograms and activities, ... '

The following describes the nature of the operatlons and S|gn|f|cant programs clUTentlymaintained
by the Authority: .

()  Single Family Housing Programs

(@) Single Fall/ily Mortgage Pllrchase Prog,:all/-Accounts  for proceeds from single family
morlgage revenue bonds, the debt service requirements of ule bonds and the related
mortgage-backed seclUities or mOllgageloans for single family owner-occupied housing
in Arkansas. Included within this program is the AuthOlity's Single Family Mortgage
Revenue Bond General Resohition. adopted on July 20, 1995 (1995 General
Resolution). e

-
g .2

(b) Nell' Isslle BOI1{jl~oirQill-ACCOIIlItS  for the issnance of single family bonds, as well as
the related lefel'l:edcharges and investment of bond proceeds. issued lllider a general
resolution created specifically for tltis program. The U.S. Depallment of the TreaslUY
developed 'this'program for housing finance agencies, whereby ADFA sold $193.1
million in bonds to Fllimie Mae and Freddie Mac (the GSES) in December 2009 as
escrow bonds. The bonds sold to the GSEs initially would represent 60% of the total
long-teml bond issue, and the oUler40% would be issued in the marketplace. The 40%
marketplace regnirement was eliminated when the program was extended to
December 31, 2012, as of JanulllY I, 2012. Tlle GSEs will plU"chase100% of a bond
issue. The interest rate on the GSEs' pOllionof ADFA's long-tenn bonds also changed,
whereby the interest rate is calculated and capped as outlined in the bond documents.

(i) Federal Housing Programs

(@) HOME Parnfership ProgrOl/1-ACcOllllts  for federal fmancial assistance received li-Olll
the Department of Housing and Urban Development (HUD) for the purpose of
developing and suppOlling affordable housing through tenant based rental assistance,
rental rehabilitation, new constmction, or assistlllice to homebuyers and homeowners.
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Arkansas Development Finance Authority,

A Component Unit of the State of Arkansas
Notes to Financial Statements
June 30,2016 and 2015

Tax Credit Assistallce Program (TCAP)-AccOlmts for federal financial assistance in
the fonu of American Reinvestment and Recovery Act (ARRA) ftmds received from
HUD for the pmpose of providing additional financing in the fonn of loans to
developers to ensure that developments have sufficient financing to provide quality
affordable housing. Only developments that were awarded low-income housing tax
credits under Section 42(h) of the linemal Revenue Code (IRe) in federal fiscal years
2007.2008 and 2009 were eligible for the sub-awards granted to the State of Arkansas
li-OIHUD for TCAP ftmding. t

Neighborhood Stabili:atioll Programs (NSP)-Accounts for federal fmancial assistance
received li'om HUD for the purpose of stabilizing neighborhoods that have suffered the
most from foreclosures and abandolUnent. ADFA palticipated in two of the tluee NSP
offered by HUD. The first NSP was authorized bYIthe Housing and Economic Recovery
Act, which was signed into law on July 30, 2008. Tlrethird NSP was autilOrized by the
Dodd-Frank Wall Street Refonn and Consmirer,Protection Act (Dodd-Frank Act) of
2010. NSP provides loaus to purchase and rehabilitate foreclosed or abandoned homes
for sale or rent in order to stabilize n'eighborilOodsand stem the decline of house values
in neighboring homes.

Comlllimity Developmellt Blp~k G,'blit-Disoster Fllllds Program (CDBG)-Accounts

for federal financial assistance received fi'om HUD tlrrough the Arkansas Economic
Development Commission (AEDC) for use in the development or redevelopment of
affordable rental housing related to the five presidentially-declared disaster areas
declared fi'om FebmalY to October 2008. Tlre Aurhority is administering $10.1 million
of a $25.0 million disaster funds award reserved to the State of Arkansas for affordable
rental housing to address the effects of tlrese disasters tluough a Memorandum of
Understallding between the Authority and AEDC.

Prese,,'otioll R",'ol"illg Looll Flllld Program (PRLF) - AccOlmts for federal fmancial
assistance received fi'om United States Depattment of Agriculture Rmal Housing
Service (USDA) to loan ftlllds to cany out a demonstration program that provides

revolving loans for the preservation alld revitalization of low-income Multi-Family
Housing.

(iii) Multi-Family Programs

(@)

(b)

GNM4/BMIR BOIlIdProgram-Accounts  for proceeds li-Olrthe sale of GNIVIA
Guaranteed Bonds. debt service requirements on the bonds. related Below Market
lilterest Rate (BMIR) m0O1tgages purchased with bond proceeds. disbursements to

program participants of excess loan prepayments and the Authority's fees and expenses
in cOlUlectionwitll the program.

FAFIN",; BMIR Looll Programs-Accounts  for loans receivable ftllided by distributions
the Authority received from the GNMAIBMIR Bond Program as well as fi'om Financing
Adjustment Factor (FAF) disuibutions limn the federally funded Section 8 Housing
Assistance Payment Program.
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(iv) Economic Development Bond Gnaranty Program

(@)

Bond Guaraut)' Program-Acconnts  for guaranty fees collected, interest eamed on
investmems and disbmsements made in cOllllectionwith bond guaranties provided by
the AnthOlity. as well as the proceeds from the sale of development revenue bonds
issued by ADFA and guaranteed by the Bond Gnaranty Ftmd: the debt selvice
regnirements of the bonds and related loans and leases to plivate companies. The fund
was created by Act 505 of 1985, which authorized a grant of$6 rlullion from the
Arkansas State Treasmer (which was subsequently repaid by the Authority) for the
Plllvose of enhancing and SUPPOIlinghe creditworthiness of bonds and other debt
instnunents guarameed by the Authority. At JIme 30, 2016 and 2015, the ftmd had cash
and cash equivalents and investments totaling ~182 nullian and $17A million,
respectively, in the reserve accOlmtto collateralize 'Authority-guaranteed bonds and
fttnrre issues tmder the bond guaranty progrs’i?m:\\"' >

(v) State Facilities and Amendment 82 Programs — ~'¥/"

(@)

R '

State Facilities Programs-Accounts for the proceeds from the sale of development
revenue bonds; the debt selvice regiiirements of the bonds and related loans and leases
to public and govemment bodies witllin the State of Arkansas: and includes certain
assets not owned and relatedobligations not owed by the Authority.

(b) Alllendllleut 81 Programs-Accounts  for the proceeds from the sale of general

obligation bonds of tlle State of Arkansas as authorized Imder Amendment 82 of the
Arkansas Constitutioil; related loans and leases to private instinltions and govenllilent
bodies within'the State of Ar-kansas:and includes cenain assets not owned and related
obligations not owed by the Authority.

(vi) Other Economic Development Programs

(@)

Other Economic Demlopmellf Prograllls-Accounts  for the proceeds from the sale of
the Higher Education Capital Asset Program bonds and the related debt selvice
requirements of the bonds and related loans to public higher education institutions.
Also, accOlllltsfor loan reselve programs, such as Capital Access. Business Life and
Disadvantaged Business Enterplise,

Stare Small Bnsiness Credit luitiar;,'e Progralll (SSBCI)-Accounts for federal financial
assistance received from the U.S. Treasmy as grants Imder the State Small Business
Credit Initiative Act 0f2010, Tlle State of Arkansas was awarded and received
approximately $13.2 million to support six programs, tln'ee of which are included within
these financial statements: Arkansas Capital Access Program, Bond Guaranty/Loan
Panicipation Program and Disadvantaged Business Entelvrise/Small Bnsiness Loan
Guaranty Program_ As of JIme 30, 2016, all of the awarded amount has been disbmsed

or obligated. The program is able to continue awardiug projects with the use of program
income.
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(vii) Tobacco Bonds Program

(@) Tobacco Settlel/lent Rel'elllleBonds-Accounts  for the proceeds from the sale of
tobacco settlement revenue bonds and the debt selvice requirements of the bonds and
related disbursements ofbond proceeds to participating colleges to be used to fimd tile
consullction and equipping of projects outlined by the Arkansas Tobacco Settlement
Funds Act of 2000, as snpplemented by Act 9 of tile First Exmlordinary Session of 2006
of the 85th General Assembly.". ~( )

(viii) General Fund Programs » _!.~.h

(@) ADFA General Fnnd-AccOIUIlts for direct obligati‘ons of the Authority; revenue
charged by tile Anthority for issuing and adn~nistering various programs; operating
expenses of the AUtIIOIity;special initiatives of the AbthOlity, such as direct loan
programs, fimding down payment assistance, and \varehousing mOltgage-backed
securities created by its Single Family Housing Programs; and money or residual assets,
such as investments arldmortgages, u'ansfened from other filllds to the extent such
u'ansfers are pellnined by tile resolutions:’

Use of Estimates 1.

The preparation of financial statements in confollnity witil accOlllltingprinciples generally
accepted in tile United States of AmelJica requires marlagement to make estimates and assmuptions
tllat affect the repOlted alllolUltsof assets, liabilities and defened inflows and outflows of resources
and disclosure of contingeiJl'assets and liabilities at the date of the fmancial statements arld the

reported amOIUItsof revenues and expenses dllling the reporting peliod. Actual results could differ
from those estimates:, "

|
Material estimates that ar'eparticularly susceptible to significant change relate to the detellnination
of tile allowance for loan losses and fair values of investments.

Cash and Cash Equivalents

The Authority considers all liquid investments with original maturities of tin'ee months or less to be
cash egnivalents. At JIUle30, 2016 and 2015, cash equivalents 0f$106.4 million arld$117.7

million. respectively, consisted primarily of money market mutual filllds with variable interest
rates.

Investments and Investment Income

Investments are canied at fair value.

Guaranteed investment contracts are valued at contract value, which does not vary significantly
from fair market value.
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Investment income includes dividend and interest income. realized gains and losses on
inveslinents. if any, and the net change for the year in the fair value ofinvestments canied at fair
value.

The fair value of the inveslluents at JIUle30, 2016 and 2015, was in excess of the cost basis by
$28.9 million and $30.7 million. respectively.

Loans ~t -

Loans that management has the intent and ability to hold for thefor~s~~able future or IUltilmaturity
or payoff are repOlled at their outstanding principal balances adjusted for uneamed income, charge-
offs and the allowance for loan losses. For loans amOllized at cost. ;llterest income is accllled
based on the llllpaid principal balance. \, . A
Generally,loans are placed onnonaccmal status at 180:davys past due. Past due status is based on
contractual tenus of the loan. All interest accllled but not collected for loans that are placed on
nonacclllal or charged off are reversed agaillst inter~st income IUllessthe loan is well secmed aud
in the process of collection. Tlle illterest ou these 10imsis accOllllted for on the cash-basis or cost-
recovery method IllItil qualifyillg for refum io acclllal. Loans are retullled to acclllal status when
all the principal and interest amOlUltscontractually due are brought cunent and future payments are
reasonably assured.

i,
Allowance for Loan Losses,:;, N

{7~

Tlle allowance for loanlbss~sis established as losses are estimated to have occlUl'ed through a
provision for loan los~es charged to income. Loan losses are charged against the allowance when
management believes the Illicollectibility of a loan balance is confilmed. Subsequent recoveries, if
any, are credited to\thé"allowance.

The allowance for loan losses is evaluated on a regular basis by management and is based upon
management's peliodic review of the collectibility ofctle loans in light oflJistorical experience, the
nature and volume of the loan pOl1lfolio. adverse situations that Illay affect the bonower's ability to
repay. estiluated value of any underlyilrg collateral and prevailing economic conditions. This
evaluation is inherently subjective as it requil'es estimates that are susceptible to significant revision
as more infonuation becomes available.

The allowance consists of allocated and general components. The allocated component relates to
loans that are classified as ilnpaired and additional loans specifically reviewed by management.
For those loans that are classified as impaired, an allowance is established when the discOllllted
cash flows (or collateral value or observable market price) of the impail'ed loan is lower than the
canying value of that loan. Tlre general component covers nonclassified loans and is based on
historical charge-off experience and expected loss given defanlt derived from the AuthOlity's
intemal risk rating process. Other adjustments may be made to the allowance for pools ofloans
after an assessment of intemal or extemal influences on credit quality that are not fully reflected in
the historical loss or risk ratillg data.
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Impaired loans are evaluated as pan of the review of the allowance for loan losses. A loan is
considered impaired when, based on cunent infonnation and events, it is probable that the
Authority will be tlllable to collect the scheduled payments of principal or interest when due
according to the conu'acmal tenns of tile loan agreement. Factors considered by management in
detennining impainnent include payment status. collateral value and the probability of collecting
scheduled principal and interest payments when due. Loans that experience insignificant payment
delays and payment shortfalls generally are not classified as impaired. ,Management detennines the
significance of payment delays and paymeut shortfalls on a case-by-case basis, taking into
consideration all of the circumstances sunounding the loan and the bon-ower; inclnding the length
of tile delay. the reasons for the delay. the bonower's prior paY1lrentecord and the amount of the
shortfall in relation to the principal and interest owed. Impairment is measmed on a loan-by-loan
basis for commercial and consUlIctionloans by either the present valne of expected fnture cash
flows discOlllited at the loan's effective interest rate, the loan's obtainable market price or the fair
value of the collateral if the loan is collateral depen(lent. ",

)
S~

Gronps ofloans with similar risk characteristics are collectively evaluated for impairment based on
the group's historical loss experience adjnsted for'changes in trends, conditions and other relevant
factors that affect repayment of the loans.

Income Taxes

As an essential govennnent ft;oction of the State of Arkansas. the Anthority is exempt ft-omincome
taxes tlllder Section 115 of the Intemal Revenue Code and a similar provision of state law.

Direct Financing ‘Le;alses

The Anthority/i'ssnes reve';mebonds to provide financing of conection facilities, office space for
the State of Arkansas and certain transactions for private companies. In all cases. the Anthority
does not maintain oi.operate the facilities. Arrangements of this type are accounted for in the
various ftmds as financing anangements in accordance with the provisions of GASB Statement
No. 62, Coadification of Accounting and Financial Reporting Gllidance contained in pre-
NOI'ember 30,1989 FASB and AICPA Prononncements. paragraphs 211-271.

Capital Assets
Premises and equiJlment are canied at cost, less accumulated depreciation. Depreciation for

financial statement pml'0ses is comJluted using the straight-line method over the estimated useftll
lives of the assets ranging from 3 to 10 years.
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Deposits Against Financing Arrangements

Deposits against financing anangemems represent debt service flUldsand interest eamed on flUlds
created by tmst indennnes associated with bond issuances that are held by the Authority to be nsed
by the bonower to pay debt service to the Authority. [fnot used to pay debt service. these flUlds
are renUlled to the bonower at the end of the financing alTangement.

Contract Obligations

Contract obligations consist of payables on contracts the AuthC()Iity emered into with the Arkansas
Depamuent of Conections (ADC) to flllld cellainprojects using ftmds received from fees deposited
into a ttlIStflllld the AuthOlity holds for the benefit of ADC]
" — =
Unearned Guaranty Fees \" i
Lo

The Authority receives guaranty fees from bbn~wers .1i;0 pallicipatein the Bond Guaranty Flllid
Programs. Fees. which are nonreflUldable"are'amOllized into income ratably over the tenu of the
respective programs using the effective interest method.

A=

Conduit Debt Obligations

Conduit debt issued by the Autholity is recorded on the Authority's statement of net position if
either (a) the Authority has a vested interest in the residual value of the bond issne after its
retirement or (b) the Amholit)r guarantees the debt throngh the Bond Guaranty FlUId.

P "

Additionally, the Authority reports conduit debt obligations of entities that are included in the State
of Arkansas repolling entity on its statement of net position. At June 30. 2016 and 2015. the
principal balance of these bonds incInded in the AuthOlity's statement of net position totaled
$183.4 million and $206.7 million, respectively.

Cost-Sharing Defined Benefit Pension Plan

For plllposes of measuring net pension liability, defened outflows of resources and defened

inflows of resomces related to pensions, and pension expense, infollnation about the fiducimy net
positions of the Arkansas Public Employees Retirement System (APERS) and additions to and
deductions from APERS fiducialY net positions have been determined on the same basis as they are
repOlted by APERS. For this pmpose, benefit payments (including refllllds of employee
comlibmions) are recognized when due and payable in accordance with the benefit telms.
Investments are reponed at fair value,

Net Position

Restricted by Bond Resolution and Programs-Represents  those flllic\Srestricted within the
respective bond resolution or by specific provisions of the programs.
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111l'estedn Capital Assets-Represents the balance of capital assets. net of depreciation. No
related debt exists.

Unrestricted Net Position-Represents  those funds used at the discretion of the ADFA Board of
Directors to compliment bond and loan programs and to provide for the Authority's operations.

The Authority first applies restricted net position when an expense or outlay is incuned for
plliposes  for which both restricted and IllJl'estricted net position are available ..,

\ If
h~ "\~

Reclassifications

. -
Certain reclassifications have been made to the fiscal year 2015 [mancial statements to confonn to
the fiscal year 2016 [mancial statement presentation. These reclassifications had no effect on the
change in net position. "

Note 2: Deposits and Investments

Deposits

Custodial credit risk is the risk that in the event of a bank failnre, the AuthOl1lty'S deposits may not
be retlll1led to it. The Authority's deposit policy for custodial credit 11Skrequires compliance with
the provisions of state law, the Aiuhority's various bond indentlll'es, and the AudIOrity's general
fluld investment policy. Deposits are collateralized for those amounts exceeding federal depositOlY
insurance, typically with'6bligations of dle U.S. TreaslllY, U.S. agencies or instnuuentalities,
nnmicipal bonds or bank p'urchase agreements having an aggregate value at least 105% of the
amOlInlt of the deposits.

At llme 30, 2016 and 2015, the canying value oftlJe AudIOrity's deposits was $6.1 million and
$4.1 million, respectively.  The balances per dle bank statements totaled $6.3 million and $4.9
million, respectively.  Of dlOse deposits. $5.2 million and $4.0 million, respectively, were exposed
to custodial credit risk as follows:

(In thonsands) 2016 2015

Uninsured and uncollateralized $ 4609 $ 3.155
Uninsured and collateral held by pledging financial

institution's  tmst department or agent in other than the

Authority's  name 574 881

$ 5183 § 4,036

The uninsured and IUIcollateralized balance represents deposits with the Federal Home Loan Bank
of Dallas.

24



Arkansas Development Finance Authority,

A Component Unit of the State of Arkansas

Investments

Notes to Financial

Statements

June 3D, 2016 and 2015

The Authority may legally invest in direct obligations of and other obligations guaranteed as to
plincipal by the u.s. TreaslllY and U.S. agencies and instrumentalities, mOitgage-backed secutities,
money market mutual funds, guaranteed investment contracts, municipal bonds and bank

repmchase agreements.

At June 30, 2016 and 2015, the Authority had the following investments aiid matmities:
~ .7

(In thousands)

Type

U.S. Treasmy
obligations
U.S. agencies
obligations
MOitgage-
backed
seCluities
Money market
munral
flulds
Guarauteed
invesnnent
contracts
Negotiable
certificates
of deposit
Munlal bond
funds

Less
Fair Value than 1
$ 6,770 $ 5.765
45,070 7,672
314,924
f,
1~0,5,82 '100,582
~-
6,448
&
1,731 245
975 975
$ 47600 $ ;15739

June 3D,2016"

Maturities
1-5,

" 1,005
37.1 14

1,721

1,454

1,486

in Years

6-10

$

284

13,241

More
than 10

299,962

4,994

$  3049%
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June 30, 2015
(In thousands) Maturities in Years

Less More
Type Fair Value than 1 15 6.10 than 10

U.S. Treasury $ 7336 $ 53 $ 6801 s $
obligations :
U.S. agencies 37.104 8,845 27316 , 943
obligations ’
MOllgage- 366.526 )2,847 352,431
backed
secmities
Money market 113.905 113,905
mntual fimds t
Guaranteed 6,092 4,639
investment R
contracts "\
Negotiable 250 .. 250
cellificates of T
deposit
Mutual boud 984 984
fimds

$ iFJ97 $ 242 $ 368]8 $ 11720 $ 17070
oL
Imerest Rate Risk-As a means of limiting its exposme to fair value losses due to rising interest
rates. the Authority's investments typically match the tenn of the conesponding bonds or, in the
case of general fimds, limits the mannity to no greater than 15years for lllunicipal bonds and seven
years for n'easll1'ies,agencies and mOllgage-backed securities.

The Authority invests in various asset and mOllgage-backed secmities. These seClnities are
repOlledat fair value in the statement of net position. The Authority invests in these secmities to
enhance yields on investments. Changes in market interest rates could affect the cash flows of
these seclllities and Illay result in changes in fair valne. The overall retulllor yield on these
secmities depends on the changes in the interest and principal payment panelll and the market
value of the tmderlying assets.

Credit Risk-eredit  risk is the risk that the issuer or other cOlmtetparty to an investment will not
fitlfill its obligations. The Authority complies with various 111Isindenlin'es or intelllalinvestment
policy whereby investments and debt seclllities are typically rated "A" or higher. The Authority's
investments in U.S. agencies obligations and mortgage-backed secmities not directly guaranteed by
the U.S. govemment were primarily rated "AA +" by Standard & Poor's and "Aaa" by Moody's
Investors Selvice at Itme 30, 2016. Investments in money marketmullml fimds or the invesllllents
of those fimds were primarily rated "AAAmM" by Standard & Poor's and "Aaa" by Moody's
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Investors Service. The Authority's investments in guaranteed invesunent contracts were with
providers having at least one rating, with all ratings being rated at least "AT with the exception of
one Imrated by both Standard & Poor's and Moody's Investors Service as of lime 30, 2016.
totaling $4.1 million. The AlllhOlity has negotiable certificates of deposits in various banks as
investments in the bond guaranty fimd pOitfolio. The certificates of deposit are covered by FDIC
insmance and pose no credit risk to the agency. y

Clistodial Credit Risk-For an investment, custodial credit risk is the lisk that, in the event of the
failme of the cOImterparly,the Alllhority will not be able to recover the value of its invesunent or
collateral seculities that are in the possession of an ontside party.~.The AuthOlity's invesUnents in
mUllwl fimds and guaranteed investment contracts are not classified by cnstodial risk categOlY as
they are not evidenced by secmities in physical or book entty f0|m)

Concenn'atioll of Credit Risk-The Autholity places no limit“on the amount that may be invested in
anyone issuer. Investments of the Alllhority (not guai'illlteedby the U.S. govelllment or

considered a mutual fimd) representing five pertent or mol'e of total investments at lllire 30, 2016,
are as follows (in thousands): ~~

Issuer Fair Value Percentage
. . ) T
Federal National MOitgage Association” $ 30,018 7.98%
S ~\J
Summary of Carrying Value\? .

The canying values of' depb5|ts and investments are included in the statements of net position as
follows: "

1
(In thollsallds) 2016 2015
Canying value
Deposits $ 6,107 $ 4,079
Investments 476.500 532.197

$ 48~607 $ 536 '76

Included in the following balauce sheet captions:
CllITenl assets

Cash and cash equivalents $ 106,437 $ 117,733

Investments - CllITentpOQition 7.595 8,525
NoncllITent assets

Invesunents - Illrrestricted 54,559 50,797

Invesunents - restricted 314,016 359.221

$ 482607 s 536.276
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Note 3: Loans and Direct Financed Leases

Federal HOI/sillgPrograllls-Includes laans ftmded by federal ageucies. mainly HUD, and are
either far Illulti-family hausing .orsiugle-family hausing lease assistance. The pragrams .offer
different types .oflaan structures. such as defen'ed laans and surplus cash laans, as well as laans
with belaw market interest rates and standard amartizatian. As .ofJime 30, 2016 and 201S.
respectively. the Autharity repOlted laans .0f$20.0 millian and $38.4 millian as defened laans and
$41.S millian and $42.3 milliau as surplus cash laaus. These types .of 16ailshad related c.ombined
allawances af$S4.4 milli.onand $S9.7millian at June 30, 2016 and 20IS.1:espectively.

Boud Guara/l/)'Progralll-Laans aud leases ta private campal~:;far fi~ancing the acquisiti.ou .or
expansian .offacilities are callateralized by liens an ant!.security intel'ests in callateral granted by
the campauies and by guaranty agreements between the Autharity and .one.ormare guarantars. Ta
a limited extent, and .onlywhen specified by a specific trust ill'dentme.the payment .ofprincipal and
interest an the bands is guaranteed by the Authariiy under the ADFA Band Guaranty Act (Act SOS
.0f1985). At June 30. 2016 and 201S. respectively. the' AuthOlity repOlted in its statement .ofnet
pasitian. $SI.Smillian and $49.2 milli.oninlaans and leases ta plivate campanies. as well as $S7.6
millian and $S3.0 millian in related band issues, which are guaranteed by the Band Guaranty Fund.
Differences between the laan balanc~ and.the related band balance are aUributed primarily ta
canstmctian draw payables .0f$3.3 milliaii and $2.S millian. the allawance far laanlass .0f$1.8
millian and $2.3 millian. and tinung differences betweenlaan callectian and band payment .0f$2.8
millian and $2.S millian. The abave were .offsetby differences due ta delinquencies and the
financiug .ofreal estate awned properties .0f$1.8 nullian far 2016 and $3.S nullian far 201S.

Additianally. the Band Guaranty FImd guarantees principal and interest an revenue bands issued
by municipalities within the State .ofArkansas far ecananuc develapment plllpases. At

June 30. 2016 and 2015, revenue bands .outstanding af$3.4 millian and $11.6 nulliau, respectively,
were guaranteed by the Band Guaranty FIIIICI.Furthenuare, the Band Guaranty Fund guarantees
band anticipatiau nates. At Jillle 30, 2016 and201S, respectively, the principal amaunt an these
uates tataled $2.7 nullian and $6.1 nullian .outstandingwith $2.2 millian and $S.3 millian
guaranteed.

Canstmctian draws payable will be advanced ta a custamer as lang as there is na vialatian .ofany
canditian established in the cantract. CansU11ctiandraws payable generally have fixed expiratian
dates .orather ternunatian clauses. Since a partian .ofthe camnutments may expire'withaut being
drawn upan, the tatal canunitment amallllts da nat necessalily represent ftimre cash requirements.
Each custamer's creditwanhiness is evaluated an a case-by-case basis. The amaunt .ofcallateral
.obtained is based an management's credit evaluatian .ofthe cauntelparty. Callateral held varies,

but may include accaunts receivable. inventOlY .property. plant alld equipment and cammercial real
estate.
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State Facilities & Alllel/dlllel/t 81 Prograllls-Includes ~ financing activities with various state
agencies and private bOITowers. At Jrme 30. 2016 and 2015, respectively. the Authority reponed
loans of $118.9 million and $117,2 million. direct fmancing leases of $114,9 million and $123,1
million and bond, and note outstanding of $233.4 million and $256,6 million related to the
financing alTangements with these instinrtions and agencies, Differences between the loan and
lease balances and the bond balances are attributed primarily to constmction m'aw payable accounts
of $3,3 million and $20.2 million and tinung differences between loan/lease collection and bond
payment of $2.4 million and $2,2 nullion, The above differences were '6ffsei.by a loan to an
agency from amorlllts held in tmst without corTesponding bonds of $6.1 niillion for 2016 and 2015,
respectively,

~~0,\. \. .
Tobacco BOI/ds Progralll-Includes  a loan agreement betweeh the Authonty and the Umverslty of
Arkansas Board of Tmstees (the University). whereby t~e Uruversity agrees to provide for
repayment in the event Tobacco Settlement Revenues are not available,

Gel/eral FUI/dPmgrallls-Includes  loans that are r]esiduafassets of the Single Family Mongage
Pmchase Program. Multi-family Mortgage Purchase Program or fimded by the general fillld as
special initiatives of the Authority, Mortgage loans p\l1'chasedby the Authority Imder the Single
Fanuly Mortgage Purchase Program are typically FHA insured. guaranteed by USDA Rural
Development or VA guaranteed, In \11€014, the 2001 C Multi-family bonds were redeemed in

fitll. and the remaining loans of $7,9 million bearing interest of 6,5% were transfened to the
General Fund, .

The stated interest rates on thé loans are as follows:

Stated Interest Rate
Federal Housing and Multi-Fanuly Programs 0,00 to 6.47%
Bond Guaranty Program Rate on bonds
State Facilitiesand Amendment 82 Programs Rate on bonds
Tobacco Bonds Program 4,77 t0 5,10%
General FImd Programs 1.00 to 9,50%

Impaired loans totaled $73.7 million and $134,8 nullion at Jillle 30, 2016 and 2015, respectively,
with related allowances for loan losses 0f$63,9 million and $74,8 million, Impaired 10allSinclude
loans with a reserve percentage of 20% or more. Impaired loans for the Bond Guaranty Fund and
the general fimd programs totaled $3,5 million and $5,8milliou at June 30. 2016 and 2015.
respectively. with related allowances for loan losses of $1.4 million and $1,6 million,

Impaired loans also include loans made Imder the Federal Housing programs with repayment tenns
allowing deferment or repayment based on net income of the multi-family developments, The
Federal Housing impaired loans totaled $67,8 nullion and $124.4 million at June 30, 2016 and
2015, respectively, with related allowances for loan losses of $60, I million and $70,9 million, Of
the total amOImtof Federal Housing impaired loans, loans in tme delinquency staltls were $5,5
million and $3,0 nullion at June 30. 2016 and 2015, respectively,
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At Jime 30, 2016 and 2015. respectively. accming loans delinquellt 180 days or more where
paymeut is auticipated due to cUITempayment activity totaled approximately $5.0 million and $3.7
million. Non-accming loans at June 30, 2016 and 2015. respectively. were $12.0 million and $4.5

million.

Net Inl'esnllellt iy Direct Filfoncilly Leases-Tlle AutllOlity is the lessor under various direct
financing capital leases whereby the Authority issued bonds for tlle acquisition or constmction of
ceJlain facilities and tllen leased the facilities to other state agencies or plivate.companies. At the
end of the lease tenns. these leases either u'ansfer ownership to the other agencies or contain

bargain purchase options.

Future minimum lease paymellts receivable under these leases at Jime 30. 2016. were as follows:
AR

(In thal/solids) vy <
Year ending JIme 30. i.

2017 i
2018 1~,. bt
2019
2020 ' "
2021 e
2022-2026
2027-2031
2032-2036
2037-2041

Total minimlUn lease payments receivable
Less amount represenung Illterest
Less Imfuudedlease amount

Present value of minimum lease payments receivable

Note 4: Capital  Assets

Premises and equipmeut at June 30 are sununarized as follows:

(11/thal/solids)
Cost
Premises and equipment
Less accumulated depreciation

Net

$

2016

Lease Payments

$ 12,466
12.136

11,849

11.643

9,757

46,959

27,626

15,624

6.156

154.216

(35,028)
@r711)

$ 116477

2015

555 $ 528
(462) (466)

A % &7
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Depreciation expense for the years ended June 30, 2016 and 2015, respectively. was approximately
$14,000 and $28,000.

Note 5: Bonds and Notes Payable
Bonds and notes payable at June 30 were as follows: o
(In thousands) 2016 2015

Total Single Family Bonds Payable. with interest rates
ranging from 0.9 - 9.878% and final maturity at

valying dates through 2043 \ Y $ 195.906 $ 235.633
Plus IUlamortized premium vooT— 104 315
Total Single Family Bonds Payable net - 196.010 235.948

Total Federal Housing Notes Payable and Multl Famlly
Bonds Payable. with interest rates ~ging  from
1.0- 9.75% and final maturlty at valylng dates
through 2045 yar 2.410 2.000

Total Economic Developmeht Bonds Payable.
Guaranteed by the Bond Guaranty FIUId.with interest
rates ranging fi‘'om 0.66",,6.0% and finalmatmity at
vmying dates tlu‘ough 2040 57.615 52.950

Total State Facilities Bonds anel Amendment 82 Note
Payable, with interest rates ranging from 0.457 - 7.0%
and final maturity at valying elates through 2040 233.425 256.630

Tobacco BonelsPayable, with interest rates ranging fi‘'om
4.77 - 5.5% and final maturity at varying dates
tlu'ough 2046 82.171 83.217

Total all programs bonels and notes payable, net $ 571631 $ 630745
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Tlle Single Family Housing Programs have two vatiable rate series totaling $24.2 million. The
rates change weekly based on the lowest rate that. in the judgment of the Remarketing Agent,

would enable the bonds to be remarketed.

Activity in bonds and notes payable for fiscal year 2016 .vvas as follows:

Additions o Amount Due
Beginning Including « -~ Ending within One
(111hollsallds) Balance Accretion Reductio'ns 11"Balance Year
Bonds payable $ 578430 $ 47.379 $ (106,692) $ 519117 $ 29,582
Notes payable 52.000 480 ’ - 52.410 70
630,430 47,859 (106,762) 571,527 29,652
Unamonized
prellllums 315 LT (211) 104
Total $ 630745 $, 47859 " $ (106 973) $ 571631 $ 29652
7
Activity in bonds and notes payable for fiscal year 2015 was as follows:
It "
Additions Amount Due
Beginning Including Ending within One
(111thollsauds) . Balance Accretion Reductions Balance Year
Bonds payable 2~~$ 782001 $ 29444 $ (233,105) $ 578430 $ 29.675
Notes payable 1,469 50,531 52,000 69
) 783,560 79.975 (233.105) 630.430 29.744
UnamOltized. 1
premltuns 642 (327) 315
Total $ 784702 $ I997% $ (13343) $ 63074% $ '9744
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Future amOIUltgequired for principal and interest on all bonds and notes payable at June 30. 2016.
were as follows:

(111 thollsallds) Principal Tnterest
Year Ending Jlllle 30.
2017 $ 29.652 $ 18,124
2018 30,886 17.222
2019 26 868 "1, 16,179
2020 27,068 . 15,272
2021 . ~25.673 14,362
2022-2026 (139,380 58.258
2027-2031 114,831 38.392
2032-2036 115.189 19,831
2037-2041 68,181 8.479
2042-2046 ] 60.627 2.230
2047-2051 T 4.995
UnamolZized premiums e 104
Accreted interest K ,-j (71.823) 71.823
Total ! $ 571631 $ 280 ill

The Authority has a note payable with USDA that has $1.8 million still available to draw upon as
of June 30. 2016. The note mallu'es July 29. 2045.

Under celtain bond resolntions. the AuthOlity has the option to redeem bonds early at various
premium rates. Generally, the ;'edemption option callliotbe exercised prior to the time the bonds
have been outstaliding for 6 to 10 years. Certain special redemptions, as govemed by the bond
resolutions, are penuitled or required prior to such time.

The bonds and nofes are collateralized, as described in the applicable bond and note resolutions, by
the revenues, monies, investments. mOitgage loans mid other assets in the funds and accounts
established by the respective bond and note resolutions.

As of Jlllle 30. 2016, the remaining principal amollllts outstanding on defeased issues (which are
excluded from the Autholity's financial statements) are as follows:

(Il thousands) Date of Principal
Issue Defeasance Qutstanding
2009 Series A ADFA COiTectionalFacilities Revenue
Bond May 2016 $ 25,585
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During the n011nalcourse of business, the Authority issues economic development revenue bonds
and multi-family housing revenue bonds on behalf of private companies within the State of
Arkansas. The bonds are payable solely from, and secured by. a pledge of revenues frolll the
private companies to which dle bond proceeds were remitted and, accordingly, have been excluded
fi'olll the Authority's financial statements. At Jnne 30. 2016 and 2015. respectively, the bonds
outstanding issued uuder dlese programs aggregated $693.3 milliou and $630.0 million. In March
2016, die 2009 Episcopal Collegiate School bond issue was defeased and $1().6million remains
outstanding as of June 30, 2016. J\

Note 6:  Concentrations of Risk in Lending and Loan’Receivable Insurance

The Authority. through its n011nallending activity, originates aild maintains loans receivable that
are concentrated primarily in Arkansas. The Authority;s policy calls for collateral or other f011ns
of repayment assurance to be received from the'borrower at the time of loan origination. Such
collateral or other f011uof repayment assuraJlCeis snbject to changes in economic value due to
various factors beyond the control of dle Authorlty aud such changes could be significant.

Additionally, die Authority is dependent on private insurers for recovelY ofloan principal should a
bonower or bOITowersnot pay the piincipal and should any collateral prove to be insufficient in
value to provide for full recovelY of principal and accllledinterest. This dependency is
concentrated in a limited number.of insurers and the Authority's ability to monitor closely the
insurers' financial condition is limited.

e

Note 7: Retirement Plan

The officials and employees of the Authority pallicipate in a state-wide, cost-sharing, multiple-
employer, defined benefit pension plan administered by the Arkansas Public Employees
Retiremeut System (the Plan). 11llereis no legal obligation imposed upon the member agencies
relative to the operation of the Plan other dian the payment of a percentage of the gross salaries of
eligible employees participating in the Plan as an employer contribution. State law provides that
Authority contributions for all covered state employees are to be based on 14.50% of gross payroll
for the year ended June 30. 2016: 14.76% of gross payroll for the year ended June 30. 2015; and
14.88% of gross payroll for die year ended JIme 30. 2014. Required payroll cOlmibutions totaled
approximately $494,000, $508,000 and $502,000 for the years ended June 30, 2016. 2015 and
2014. respectively. All contlibutions required of the Authority were made for the years ended
lillie 30. 2016, 2015 and 2014. For the years ended June 30, 2016, 2015 and 2014. the Authority's
covered payroll for all employees amouuted to $3.4 million for each year.
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The contributOlY plan has been in effect since the beginning of the Plan and is available to all
persons who became members before January 1, 1978. The noncontributory plan was effective

January 1, 1978, and applies automatically to all persons hired JanualY 1. 1978 to June 30, 2005, in

Plan-covered employment. Employees joining the Plan plior to July 1. 1997, are vested after 10

years of employment. Beginning July 1. 1997, the vesting peliod for new members was reduced to

five years; however, this Act was not retroactive. In order to vest mrder this provision. a person

must have been a member of the Plan on July I, 1997, and have been a member for not less than 90

consecutive calendar cLlygprior to July I, 1997, with five or more years 'of service. The Plan is
audited separately, and included therein is financial data and trend infonuatioil, which gives an

indication of the extent to which the Plan is accumulating sufficient assets to pay benefits when

due. 2~ —
1

Act 2084 of 2005 established a new conllibutOlY program' for Plan members first hired on or after
July 1. 2005, and those non-conllibutOl'Y members who elected by December 31, 2005, to become

conu'ibutory, Members pmticipating in the coqtributory program will conll'ibute five percent of
their mumal compensation, pre-tax.

Pensions

)] Grneral Information about thr Prnsion Plans

Ploll descriptions: Eligible employees of the Authority are provided with pensions
through the Arkmisas Public Employees Retirement System (APERS), administered by
the Arkansas Public Employees Retirement System board oftmstees. APERS is a cost-
sharing muItipI~-\emponer defined benefit plan. Benefit provisions are established and
amended byArI@n'sas Code Title 24.

The plan isst'%es a publicly available financial report, which may be obtained by
contacting:

Arlmnsas Public Employrrs Rrtirrmrllt ~ Systrm
124 W. Capitol, Suite 400
Little Rock, AR 72201-3704
(SOIl) 682-7800
http://www .apers.org/mumalrepolts/index. php
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Benefits Prolided: Tlleplan provides retirement, disability and death benefits and annual
adjustments to plan members and beneficiaries, as follows:

The nonnal retirement benefit, paid on a montWy basis, is detennined based on (1) the
member's final average compensation (an average of the highest 36 months' eamings)
and (2) the number of years of credited selvice. Retiree benefit increases are calculated
each year on July 1 for the following 12 months. Tlle redeterniliied amount is the amount
of the benefit payable as of the immdiately preceding Julyl. iilcreased by 3%. Members
are eligible for full retirement benefits (1) at any age with28 years of credited service:

(2) at ;ge 65 with five years of acntal service. except for members of the General
Assembly who must have 10 years of aculal selvice if the member only has service as a
member of the General Assembly; or (3) at age 55 with 35 years of credited service as an
elected official or public safety member. /vlenlbers~e eligible for reduced benefits (1) at
any age with at least 25 years but less thali 28 ye~rs'of acntal selvice: or (2) at age 55
with five years of acuLllselvice. Members who are defined as a public safety member
are eligible for a reduced benefit with five years of acural service if the member is within
10vyears of uonnal retirement.age." ,

Contribllliolls. ~ Arkansas Code Title 24 establishes the contribution requirements of
active members and pmlicipating employers. Contribution rates are as follows:

Conuibution provisions applicable to the pallicipating employers are established by the
APERS' Board ofTrlistees mld should be based ou au independent acntary's
detennination of the rate i"equiredto fund the plan. Tlle General Assembly and cellain
agencies employing'individuals in public safety positions must also remit additioual
amollllts. For the fiscal year ended Juue 30. 2015. the employer conuibution rates, as a
percentage of active member payrolls. ranged from 4.00% to 26.76%. For the fiscal year
ended June 30. 2014. the employer cOllll'ibutionrates, as a percentage of active member
payrolls, ranged from 4.00% to 26.88%. Contributions to APERS from the Authority
was approximately $494,000 and $508,000 for the years ended June 30, 2016 and 2015,
respectively.

APERS consists of both a contributOlY plan and a noncontributOlY plan. The
contributory plan has been in effect since the beginning of the plan and is available to all
persons who became members prior to Jmmary 1, 1978. Tlle noncontribntOlY plan was
created by Act 793 of 1977 and was effective JanualY 1, 1978. It automatically applied
to all members hired from January 1. 1978, to June 30, 2005. Act 2084 of 2005 requires
that. beginning July 1, 2005, all new hires become contributOl'Y members and are required
to contribute 5% of their ealllings to APERS. All other noncontributolY members were
given the opporulllity to become contributOlY if they so elected by December 31, 2005.

During a member's pmlicipation in the APERS defened retirement option plan (DROP),
the employer continues to make conu'ibutions and the employee ceases to make
contributions.
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Pension Liabilities, Pension Expense, and Deferrel\ Outnows of Resources and
DefelTed Innows of Resonrces Related to Pensions

At June 30, 2016 and 2015, ADFA repOlled liabilities of$3.6 million and $2.7 million.
respectively, for its propOllionate share of the net pension liabilities. Tlle net pension
liabilities were measured as of Jlllle 30, 2015 and Jlllle 30, 2014, respectively, and the
total pension liability used to calculate the net pensionliability'for.each plan was
detennined by an acntarial vahtation as of those dates. Tlle Authority's proportion of the
net pension liability was based on clm-entcontributions of all pmtidpating employers. At
Jime 30, 2015, and June 30. 2014, the Authority's proportion was 0.1941 % and
0.1898%, respectively, for APERS." 3V J:I’;,"f‘i

1
For the years ended JIme 30, 2016 and 2015, the AuiliOlity recognized pension expense
0f$441,415 and $308,648, respectively, FOr.tileyear ended Jlllle 30, 2016, the AuthOlity
repOlled defened outtlows of reSOI1l'cesind defert'ed inflows of reSOl1l'ceselated to
pensions as follows: oV

B
AN

| Deferred Outftows Deferred Inflows

(nactual dollars) of Resources of Resources
(]

- .
Differences between expected and actual

experience m\' )1_" $ $ 234,375
Changes of assumptions; 527,603
Net differences betweeii projected and

acmal ealllings'on pension plan

investments ./ 177.376
Chariges iii p'ropOllionand differences

between; the Authority contributions

and ptopollionate share of

contributions 62,302
Tlle AuthOlity's conuibutions subsequent
to the measurement date 493,947
Total $ 1083 85?2 $ 41) 151
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For the year ended .111lie30. 2015. the Anthority repolted defened outflows of resources
and defened inflows of resources related to pensions as follows:

Deferred Outflows Deferred Inflows
(n actual dollars) of Resources of Resources

Differences between expected and actual

expenence $ G $ 34.207
Changes of assumptions 318.932
Net differences between projected and

actual eamings on pension plan .

investments y 1.058.918
Changes in proportion and differences |

between the Authority contributions =~ (

and propoltionate share of I; I\

contributions ' O )
Tlle Authority's contributions subseqgllent

to the measurement dale “ 508.343

Total ' ' $ 8277 $ 1093125

At .llme 30, 2016 and June 30, 2015. the Authority reponed $493.947 and $508,343.
respectively, as defened outflows of reSOIU'ceselated to pensions resulting from the
Authority's contribntions subsequent to the meaSIU'ementdate that will be recognized as a
reduction of the net pension liability in the year ended June 30, 20 17, Other amomlts
reported as defet'red outflows ofresolU'ces and defened inflows ofresolU'ces related to
pensions wil\ be recognized in pension expense as follows:

Year ended June 30 (u netiint dollars)
2017 $ 9,298
2018 9,298
2019 (23.317)
2020 182,875

Total $ 178 154
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Actllarial asslimptiolls. The total pension liability in the acmadal valnation (as of the
date noted below) was detennined using the following acmarial assumptions, applied to
all pedods included in the measmement:

APERS
Date of acmadal valuation Jute 30. 2015., .~
Inflation rate 2.50% W e
Salary increases 3.95% - 9.85%', including inflation
Investment rate ofretum 7'.'500I/_0"'\:..."...
Mortality rates RP-ZE)OO Combined  Healthy mOitality

~

.| table. projected to 2020 using projection
:~.scale BB, set fOlward 2 years for males
_ y ..and | year for females.
Sl ~
Acmarial experience smdy dates\. July 1, 2007, through Jime 30,2012
A.li.“ ”gl;:::",\lr.
The long-tenn expected rate of rellUllon pension plan investments was detennined using
a building-block Ipethod in which best-estimate ranges of expected fUlllfe real rates of
rellUl1(expected relllflis, net of pension plan investment expense and inflation) are
developed for eachnlgjor~1sset class. Tllese ranges are combined to produce the long-
tenn expected ritt~ 0? retum by weighting the expected fillllre real rates of rellun by the
target asset allocation percentage and by adding expected inflation. Best estimates of
arithnletic real"rales ofrem111 for the 10-year period from 2015-2024 were provided by
the plan investment consultant.
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For each major asset class that is included in the pension plans' target asset allocation as
of JIme 30, 2015, these best estimates are smrmJalized in the following table:

APERS
Long-Term Expected
Asset Class Target Allocation Real Rate of Return
Broad domestic equity 42% , 6,82%
Intemational equity 5% 6,88%
Real assets 12% ,, 3,07%
Absolute renlm 506 3,35%
Domestic fixed 16% - 0,83%
Total ' 100%

DiSCOl/lItrate, The disco\Ultrate for tile plan was detennined as follows:

The discount rate used to measure th'etotal pension liability was 7,50% and 7,75% for the
years ended June 30, 2016 and 2015; respectively, The projection of cash flows used to
detenuine the discollllt rate assllined that plan member contributions will be made at the
CllITentcontribution rate and thilt employer contributions will be made at rates equal to
the difference betweeil actnarially detelmined contribution rates and the member rate,
Based on these assulnptions, the pension plan's fiduciary net position was projected to be
available to make all projected funu'e benefit payments of c\ment plan members,
Therefore, tlie long-tenu expected rate of renml on pension plan investments was applied
to all periods of projected benefit payments to detennine the total pension liability,

Sel/sitivity  Of tile Al/tllority's proportiollate  slwre of tile llet pel/sioll liability to cllOliges
il tile discolll/it rate. The following presents the AuthOlity's proportionate share of the
net pension liability for the plan calculated using the discount rate stated above, as well as
what the Authority's propOllionateshare of net pension liability would be if it were
calculated using a single disco\Ultrate that is 1% lower or 1% higher than the cunent rate:

Current
1% Decrease Discount Rate 1% Increase
APERS - Oment
discount rate 7.50~-b $  5889.048 $ 3575061 $ 1650638

Pension plan jidncim)' net position, Detailed infonnation about the pension plan's
fiducimy net position is available in the separately issued financial repoll of the plan,
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Note 8: Other Post-Employment Benefits

During tile fiscal years ended J\Ule 30, 2016. 2015 and 2014, the Authority recorded expenses of
$230.000. $188.000 and $268.000. respectively. for the annual required contlibutions (ARC) aud
c\Ullulative liabilities of $2.09 1.000. $1,861,000 and $1,673.000, respectively, iucluded in other
liabilities on the statements of net position, in accordance with the parameters of GASH Statement
No. 45, Acconnting and Finonciol Reporting by Employersfor  PostemploYlllem Benefits Other
thon Pensions. Tlle complete discloslil'esrequired by GASH 45 are,incluoedin the State of
Arkansas Comprehensive Annual Financial RepOll (CAFR). B, e~

Note 9: Disclosures About Fair Value of Assets'and Li~bilities
L= i
Fair value is the plice that would be received to sell aJ'as~et ;;paid to transfer a liability in an
orderly trausaction between market participants at the measurement date, Fair value measurements
must maximize the use of obselvable inputs'and minimize the use of unobselvable inputs, There is
a hierarchy of three levels of inputs thatmay be used to meaS1ll'efair value:

Levell Quoted plices in active li~arkets for identical assets or liabilities
L

Level 2 Obselvable inputs other than Level 1prices, such as quoted prices for similar
assets or liabilities: quoted plices in markets that are not active: or other inputs
that are'obselvable or can be conoborated by observable market data for
subsi~ntially the full tenll of the assets or liabilities.

P

Level 3 . Uuobselvable iuputs supported by linle or no market activity and are significant

to the fair value of the assets or liabilities
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Recurring Measurements

The following table presents the fair value measurements of assets recognized in the accompanying
financial statements measured at fair value ou a recnlTing basis and the level within the fair value
hierarchy in which the fair value measurements fall at June 30, 2016 and 2015:

(1IN thousallds)

Fair Value
Jmle 30, 2016
u.S. Treasury
obligations $ 6,596
U.S. agencies
obligations 45,070
MOL1gage- y’
backed "
securities 314,924
Negotiable
certificates of
deposit Ly 1731
Mutual bond
fimds 8 975
$ 369296
June 30, 2015
u.s. Treasmy
obligatious $ 7,132
U.S. agencies
obligations 37,104
MOL1gage-
backed
secmities 366,526
Negotiable
cettificates of
deposit 250
MUUIalbond
fimds 984
$ 411 996

i
Fair Value Measurements Using
Quoted Prices In |
Active Markets for ;, .~Significant Other Significant
Identical Assets ~, Observable Inputs Unobservable
(Levell) () (Level 2) Inputs

evel 3)

— ——

$ $ 6,596 $

n 45,070

314,924

1,731

975

$ $ 369296 $

$ $ 7,132 $

37,104

366,526

250

984
411996 $
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The fair value amounts in the previous table do not reflect all investments included in the amowlls
presented in the statement of fmancial position. GASB 72 provides certain exceptions including
guaranteed investment contracts, money marketmumal funds and state and local govennnent
agencies (or cerlain U.S. Treaswy Obligations).

Following is a description of the valuation methodologies and inputs used for assets measured at
fair valne on arecUITing basis and recognized in the accompanying financial statements. as well as
the general classification of such assets pmsUfmt to the valuation hierarchy. '"There have been no
significant changes in the valnation techniques during dre years ended ,Trine30, 2016 or 2015.

Investments E
Where quoted market prices are available in an active nia~'ket; secUlities are classified within
Levell of the valuation hierarchy.  The Anthority.did not have any Levell securities at ,Tune30.
2016 or 2015. Level 2 securities include U.S. Goverllinenfand federal agencies, mortgage-backed
securities. negotiable certificates of deposit and mumal bond fimd. If quoted market prices are not
available, then fair values are estimated by an independent third-parly pricing service using pricing
models. quoted prices of securities with similar characteristics or discounted cash flows. For these
invesnnents, the inpllls nsed by tlre pricing siivice to detellnine fair value may include one, or a
combination of observable inpllls such as oendnnark vyields. reported trades, broker/dealer quotes,
issuer spreads, two-sided markets, benclllllark securities. bids, offers and reference data market
research pnblications and are cla"ssified within Level 2 of the valuation hierarchy. In certain cases
where Level | or Level 2 inplrts fire not available. securities are classified within Level 3 of the
hierarchy. The AuthOIitydid)r;ot _ have any Level 3 securities at , Twre30,2016 or 2015 .

L~ L)
Nonrecurring Measu~em.ents

The following table p;'esents the fair value measurement of assets measured at fair value on a
nonreculling basis and the level within the fair value hierarchy in which the fair value
measurements  fall at ,Twre30. 2016 and 2015:

Eair Value Measurements Using

Quoted Prices in

(Til thousands) Active Markets for Significant Other Significant
Identical Assets Observable Inputs Unobservable Inputs
Fair Value (evel 1) tLevel2) (evel J}
,TIme30. 2016
Real estate $ 1.583 $ $ $ 1,583
owned

June 30, 2015

Real estate $ 25 $ $ $ 25
owned

43



Arkansas Development Finance Authority,

A Component Unit of the State of Arkansas
Notes to Financial Statements
June 30, 2016 and 2015

Following is a description of the valuation methodologies and inputs used for assets measured at
fair value on a nomecllITing basis and recognized in the accompanying fmancial statements. as well
as the general classification of such assets pursuant to the valuation hierarchy.

Real Estate Owned

Real estate owned are canied at the lower of fair value at acquisition date or cunent estimated fair
value. less estimated cost to sell when the real estate is acquired. Estinlated fair value of real estate

owned is based on estimates or evaluations. Real estate owned is classified \vithin Level 3 of the
fair value hierarchy. I

The largest real estate owued asset was leased to another party in fiscal year 2015 which ended in
April 2016. The asset is beiug canied at the remalnlng leased value which is estimated to be
approximately fair market vahle. i

For the HOME real estate owned. up to three realtors in the locale of the property are contacted to
give the Authority an estimate of a selling pJice for the'property. The re-payable pOllion of the
HOME loan is noollally the minimum goal for a list price. The Authority canies the property at
the lessor of the foreclosed loan balance or tlie realtor'slist price less holding and selliug costs.

Note 10: Commitments and Contingencies

The Authority participates innumerous state and federal grant programs. which are govemed by
various I1llesaml regulations of the grantor agencies. Costs charged to the respective grant
programs are subject t?audit and adjustment by the grantor agencies; therefore. to the extent that
the Autholity has not complied with the mles aud regulations goveming the grants, reftmds of any
money received may be required. and the collectability of any related receivable at June 30, 2016
and 2015. may be impaired. In the opinion of the Authority, there are no significant contingent
liabilities relating to compliance with the I1llesand regulations goveming tile respective grants;

therefore, no provision has been recorded in the accompanying fmancial statements for such
contingencies.

The Autholity cunently panicipates in an anangement whereby a liability may be created through
prepayments of debt associated with a loan portfolio recorded in the GNMAfBMIR Bond Program.
A poniou of the prepayments ofloau priucipal in this pOitfolio is reinvested in investmeuts to
cover ftmu'e debt service payments associated with tlus ponfolio. Any excess amolllrtis then
dishursed to various housing agencies in other states based on a participation agreement.

The AuthOlity has $6.7 million and $23.8 million of amounts recorded as cash arld investments iu
the statement of net position that may be disbursed to bonowers llirder loan and lease agreements
closed prior to June 30. 2016 aud 2015. respectively.
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Arkansas Development Finance Authority,

A Component Unit of the State of Arkansas
Notes to Financial Statements
June 30,2016 and 2015

From time to time. the Authority may be a defendant in legal actions related to its bnsiness
operations and mission. While the fmal ontcome of these legal actions vmy.management is of the
opinion that the nltimate liability. if any. will not have a material effect on the Authority's financial
position.

The Anthority is exposed to varions risks ofloss related to tOl1s;theft of. damage to and destmction
of assets; workers compensation claims; fidnciary liability; and fidelity for which the Authority
either canies commercial insurance or pmlicipates in insmance tluongh'the State of Arkansas.
There have not been any settlements which exceeded insurance covei;ge'in the past tin'ee yem's.

The Intemal Revenue Code of 1986 establishes mles and regulations for")arbitrage rebates. The
Authority has made provisions for revenues above the rebate limit, which mnst be remitted to the
federal govellnnent. \ 1

In 2003, the AnthOlity initiated the ftmding for theArlmnsas liistittltional FImd (AIF). an
instimtional timd of timds venttlre capital progrmn‘created by the Arkansas General Assembly in
2001. Tlle Ventme Capital Investment Act 0f2001 anthorizes the AnthOlity to assist in increasing
the availability of egnity and near.egnity capital foremerging. expanding. relocating and
restmemring enterprises in the state timitlghthe creation of an instittltional pmlnership timd. The
Bond Guaranty Fnnd is subject to the fmt $10 riJillionof losses incllITedby the AIF. The timding
is stmctmed as a gnaranteed line of credit ‘with a fmancial institntion with draws occurring on an
as-needed basis. The ontstanﬂ\ing balances were $25.0 million as of June 30, 2016. mld $27.4
million as of June 30. 2015. AS of June 30. 2016. there were |1 approved investments totaling
$37.2 million. of which $7.7 rillllion has yet to be timded. that are anticipated to become paJlof the
AlF.

Note 11: Adoption of Accounting Standard

Effective Jnly 1,2014. tile Authority implemented GASB Statement No. 68. Accounting and
Financial Reponing for Pensions - an amendment of GASB Statement No. 27. as amended by
GASB Statement No. 71. Pension Transition for Contributions Made Subsequent to the
Measurement Date - an amendment of GASB Statement No. 68. The objectives of GASB No. 68
are to establish standards for measllJing and recognizing liabilities. defened outflows of resollfces.
and defened inflow of resomces. and expenses for pensions that are provided to the employees of
state and local govenmlental employers tin‘ough pension plans acllninisteredtin'ough tmsts.

The Authority has not restated its financial statements as of and for the year ended June 30. 2014.
becanse acmarial infOllllation was not readily available for that peliod. thus making restatement of
the 2014 financial statements impractical.
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Arkansas Development Finance Authority,

A Component Unit of the State of Arkansas
Notes to Financial Statements
June 30, 2016 and 2015

In conjunction with the adoption of GASB No. 68, the Authority restated beginning net position as
of Jnly 1.2014, to recognize $3.7 million of net pension liability and deferred outflow ofresomces
for contributions of $0.5 million.

Effective July 1,2015. the AuthOlity implemented GASB Statement No. 72, Fair Valne
Measnl'elllellt and Application (GASB 72). GASB 72 addresses aCCOlllltingnd financial repOllillg
issues related to fair value measurements. The definition off air mine is the price that would be
received to sell an asset or paid to transfer a liahility in an orderly 1J:ansactionbetween market
pallicipants at the measmement dale. GASB 72 provides guidance for detemlining a fair value
measmement for financial reporting plliposes that aligns with the Financial ACCOIllltingstandards
Board's Topic 820. GASB 72 also provides that all assets meeting tile definition of an investment
in the Statement should be measmed at fair valne. IIIiIe§s\the Stalt‘?~m!ntprovided othelwise.
.\ '\ ‘1“
fooro

wy
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Arkansas Development Finance Authority,

A Component Unit of the State of Arkansas
Required Supplementary Information
Schedule of the Authority's Proportionate Share of the Net Pension Liability
Arkansas Public Employees Retirement System
Last 10 Fiscal Years'

2016 2015

Authority's proportiou of the uet peusionliability (asset) 1941% .1898%
Authority's propOllionateshare of the net pension liability

(asset) $ 3,575,061 $ 2.692.466
Authority's covered-employee payroll. cash basis $ 3,444,062 $ 3,354.903
Authority's propollionate sljare of the net pension liability i . ¢

(asset) as a percentage of its covered-employee payroll ~.  _j 103.80% 80.25%
Plan fiduciaty net position as a percentage of the total,™ 1'\"

pension liability ~> 11:/ 80.39% 84.15%

‘The amounts presented for each fiscal year were detenllined as of June 30 of the previous year.

r
¥

Note: A full 10 year schedule will be completed as infonuation is available.
f. L~

!‘! "" !‘IJI;-!

)



Arkansas Development Finance Authority,

A Component Unit of the State of Arkansas

Required Supplementary Information
Schedule of the Authority's Contributions
Arkansas Public Employees Retirement System
Last 10 Fiscal Years'

2016

Contractually required contribution $ 493.947
Contributions in relation to the contractually required

contribution 2~93047

Contribution deficiency (excess)

Authority's covered-employee payroll, cash basis | 1'\"  $ 3,408,161
Contlibutions as a percentage of covered-employee p'ayroll ~ 14.50%

‘The amounts presented for each fiscal year were dei~rntined as of June 30.
i I'j*
(" 1 o

Note: A full 10 year schedule will be completed ~'Shfonnation is available.
b o

2

2015
$ 508,343

208343

$ 3.444,062
14.76%
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State Facilities and

Amendment 82

Other Economic
Development

Programs Programs
$ 25,050 $ 4,162
270 5
73
25.393 4167
7.020
118.915 3.083
114.926
240.861 3.083
266.254 7,250
5
979 -
2.600 -
17.370 N
20,949 5
1.618
216,055
24,160 23
3.426
245,259 23
——66208— ————38
46 7.222
$ 46 $ 7.222

Tobacco General
Bonds Fund
Program Programs Eliminations Total
2.655 $ 10,324 $ $ 106.437
25 247 1,738
634 (636) 658
7,595 7.595
6.129 6.129
2,680 2929 (636) 122557
-
—
54|,559 54.559
4.230 r 314.016
60.171 15.309 338.183
noL=>= 116.477
1.583
03
64.401 824.911
= 6roer 94.890 (636) i
’
fr S 92
" — Y
590 590
1084 1176
633 (636) 2,187
95 4,582
2.600
1.875 29.652
1.970 633 (636) 39.021
2.156
1.618
80.296 541.979
3.881 7 29.707
5.666 5.666
249 3675
84.177 5,922 584.801
— 86— 6-555- {636}— —623:622
412 412
(19.066) 235.403
93 93
88,914 88914
119066) $ 89.007 $ $ 324410
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Arkansas Development Finance Authority,
A Component Unit of the State of Arkansas
Combining Statement of Revenues, Expenses and Changes in Net Position
Year Ended June 30, 2016

Single Economic
(In thousands) HFoeer:lr?/g l—llzggsei:g Multi-Family Blii\aelgzr:;r:ty
Programs Programs Programs Program
Operating RevE'UUE's
hlvestmellt income
Interest and dividends $ 12,701 $ 3 $ 2 $ 265
Loans and direct financing
leases 752 62 2,276
Amortization of discounts on
loans
Fin.ancing fees 340
Net (depreciation) appreciation . i
of in.vestments (1.126) : 86
~ |
Total investment income T1.5/5 \f 755 oi % 2,001
W
Other — o=
V'

Total operating revenues 755 64 2.967



General

Fund
Programs Eliminations
$ 1,986 $

811

1
(1.0071

N .

TN 6

2910 (.0071

$

Total

14.961

13,288

3,138

29.731

29.737
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Arkansas Development Finance Authority,
A Component Unit of the State of Arkansas
Combining Statement of Revenues, Expenses and Changes in Net Position (Continued)
Year Ended June 30, 2016

Single Economic
Family Federal Development
(In thousands) Housing Housing Multi-Family Bond Guaranty
Programs Programs Programs Program
Opel'ating  Expenses
Interest an bonds and notes
CmTenr $ 7,532 $ 21 $ $ 2,188

Accreted

Total interest all bonds and

notes 7.532 21 2.188
Amortization )

Amortization of discounts and

premilUlls on bonds and notes 211
Total amortization £l

Administrative  expenses

Provision for loan losses (2.023) 444 (354)
Federal [mandai assistance ' v
programs ' ' 4,141 291

Salaties and benefits

Operations and maintenance ' 893
Other - 668 ()] 86
Total administrative expenses 668 3.122 444 23
e
Total operating expenses.~ L ) 7.989 3 143 444 2211
Ope-rating lu("olDt' (Loss) g -iY_,I,,'i:;~ 3,586 (2.388) (380) 756

lionoperatiug  Revellue ;.
Federal grants 6.923 291
State grants

Total nonoperating: revenue 6.923 291
Income (Loss) Befort Tnmsfers In (Out) 3,586 4,535 (380) 1,047
TI'-nsrel'SIn (Out) 31 6
Change in Net Position (Dendt) 3,617 4,541 (380) 1,047

Net Position (Deficit),
Beginning of Year 132,170 83.041 6.941 16.224

Net Position (Dt'(ieit), End of Yenr $ $ 87,582 $ 6.561 $ 11.271



State Facilities and
Amendment 82
Programs

$ 6,776

6.776

6776

(348)

367

367

19

19

27

Other Economic

Development Tobacco General
Programs Bonds Fund
Program Programs
$ $ 1,287 $
2,878
4.165
292 \376
" "
Cl ! 4.681
i~ 970
84 608
L]
376 6.635
m'y
376 .Iﬁ\ " 4,165 6 635
y = L
(210) (1.286) (725)
(P
5 82
=\",
> 50
632
(210) (1,286) (93)
(556). 5000 178
(766) 3,714 (271)
7988 (22780) 89.278
$ 2™ $ (]92066) $ 890072

Eliminations

$
# Al-m’"
K
y
e
(537)
(470)
C1007)
11 007)
$

$

Total

17,804
2878

20.682

214

a)

(1,265)
4,432
4,681
1,326
1,087

10261

30.732

(995)
7,663
550
8,213
7.218

4303

11,521

312889

324410
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Arkansas Development Finance Authority,
A Component Unit of the State of Arkansas
Single Family Housing Programs
Combining Statement of Net Position
June 30, 2016

Single Single
Family Family
1995 New Issue Housing
General Bond Programs
(In thousands) Resolution Program (Tolal)
ciTele  Assets
Cash and cash equivalents $ 45,346 $ 3.383 $ 48.729
Accllled interest receivable 819 183 vy 1002
b
Total ClUTent assets 46.165 3566 v 49731
NouC'une-Df Assets R
Inveshnents - restricted 22\ 353 ~ 63 645 284998
Total nOnCtuTentassets 221.353 I'\~ b 63.645 284998
? 1] "
Total assets 267.518 67.211 334.729
DpffI''pd  Outflow of RE'sourcps o !
DefelTed charge on reftlllding "o92 92
curmizut Linbiliti('s s @
Accolulls  payable . 4 6 6
Accllled interest payable ="~ 2,098 920 3,018
Bonds and notes payable - CluTent;;
portion ~~ 4,710 1930 6640
Total ciurent Iiabilitiesl-])li - 6814 2.850 9664
'
Noncurrent Liabilities 2 't}
Bonds and notes’ payable: Iletof
unamortized prenuUlilS 131.675 57.695 189370
Total nOnCtuTentliabilities 131675 57,695 189370
Total liabilities 138.489 60.545 199034
N'E'tPosition
Restricted by bond resolution and
programs 129 121 6666 135 787

Net position $ 129 Il $ 6666 $ ngd7



Arkansas Development Finance Authority,

A Component Unit of the State of Arkansas

Single Family Housing Programs

Combining Statement of Revenues, Expenses and Changes in Net Position

Year Ended June 30, 2016

Single
Family Single
1995 New Issue Family
(In thol/sal/ds) General Bond Housing
Resolution Program Programs (Total)
Opel'llting  Revenues
1llyestment income ~
Interest and dividends $ 10.371 $ 2,330 . B 12,701
Net depreciation of investments (2211) 1085 | 7, ——t=26)—
Py
Total investment income 8160 3415 11 575
f 17
Total operating revenues 8.160 o 7 3415 11 575
Lo—
OpE'l'atillg Expeust's ","_ iI.I )
Interest on bonds and notes =r
C\In-ellf 5,566 i 1.966 7.532
Total interest on bonds and y
notes 5.566 1.966 7.532
’
Amollization ,
A lllortizatioll of discounts and ,)
premiums on bonds and notes £11) (11
-
Admini.strative expellses
Other 594 74 668
Total administrative  expenses 204 14 668
1 - \?
Total operating ,expenses 5.949 2.040 7.989
Opel'ating  Income ~ 221! 1.375 3,586
Tlansfel'S 1 31 31
Change in Net Position 2R47 1375 361+
Net Position, Beginning ofY(>at' 126.879 5.291 132.170
NE't Positioll, End of Year $ 129121 $ 6666 $ 135.787
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Arkansas Development Finance Authority
Schedule of Expenditures of Federal Awards
Year Ended June 30, 2016

Federal Grantor/Pass-Through Federal CFOA Pass.Through  Entity Passed Total Federal
Grantor/Program  .or Cluster Title Number Identifying  Number Through Expenditures

U.S. Department of Agriculture Rural

Development!

Preservation  Revolving

Loan Ftwd 10.415 N/A $ 460,187 $ 2,480,000
U.S. Department of Agriculture/ State

Mediation  Grants 10.435 N/A 82,022
U.S. Department of Housing and Urban

Development!  Federal Housing

Counseling Grant Program 14.169 N/A . 35,587 35,587
U.S. Department of Housing and Urban

Development!  Arkansas Economic

Development  CounciU Comnumity

Development Block Grant 14.218 N/A 1,646
U.S. Department ofHousmg and Urban

Development!  HOME Investmellt

Partnerships  Program 14.239 6.236.179 6.887.220

$ 6731953 $ 9,486,475

Notes to Schedule

1.

The accompanying schedule of expenditures of federal awards (the "Schedule™) includes the
federal award activity'ofthe Arkansas Development Finance Authority (the Authority) Imder
programs of the federal govellllnentfor 1heyear ended June 30,2016. The accompanying
notes are an integrai pmt of this schedule, Tlle infollnation in this schedule is presented in
accordance with the requiremellts of Title 2 U.S, Code of Federal Regulations Part ]00,
Uniform Admil;istratil'e Requirements, Cost Principles, and Audit Requirelllents for Federal
All'ards (Unifolln Guidance). Because the Schedule presents only a selected portion of the
operations of the Authority, it is not intended to alld does not present tile fmancial position,
changes in net assets, or cash flows of the Authority,

Expenditmes repOlted on the Schedule are repOlted on the accmal basis of accOImting. Such
expenditmes are recognized following. as applicable. the cost principles in OMB A-110 or
the cost plinciples contained in the Unifolln Guidance, wherein certain types of expenditures
are uot allowable or are limited as to reimbursement. Tlle Authority has elected not to use the
10-percent de minimis indirect cost rate allowed 1Ulderthe Unifolln Guidnlice.



Arkansas Development Finance Authority
Schedule of Expenditures of Federal Awards (Continued)
Year Ended June 30, 2016

Expenditures reflected in CFDA 10.415. Preservation Revolving Loan Fund. include loans to
contractors for development of multifamily lrousing. Tlle funding sources for these loans are
two $2,125,000 promissOlY notes executed between Arkansas Development Finance
Authority and USDA Rural Development during fiscal year 2013 and fiscal year 2016. When
received, these filllds will be used to make new loans for program activities. The outstanding
loan receivable balance from subrecipients for the year ended June 30, 2016, was $2,337,274.
Total disbursements for new loans made to subrecipients during fiscal year 2016 totaled
$460.187.

Expendimres reflected in CFDA 14.218. Connuunity Development Block Grant. iuclude
loans to contt'actors for development or redevelopment of affordable rental housing. Tlre
filllding source for these loans is federal grant filllds. The filllds are disbursed to the
subrecipients after expenses have been incuned as forgiveness of principal and repayable
loans. Tlle outstanding loan receivable balance from subrecipieirts for the year ended

June 30, 2016. was $7,700.000. No disbmsements, were made for new loans dming the year
ended June 30. 2016. S

Expendiun'es reflected in CFDA 14.239, HOME Investment Pallnerships Program. include
loans to contt'actors and bon-owers for development of single.family and multifamily
IrQilSing. Tlle funding source for these loans includes federal grant ftlllds and revolving
program ftlllds. The ftlllds are disbmsedto the subrecipients after expenses have been
incmred as forgiveness of principal and j'epayable loans. The outstanding loan receivable
balance from subrecipients for'the year ended June 30, 2016, was $108.057,731. Total
disbmsements of federal ftlllds for new loans made to subrecipients during fiscal year 2016
totaled $2,768,701.  ‘'s'i: "}

The federal loan programs listed subsequently are administered directly by the Authority. and
balances and transa~tions 'relating to the programs are included in the AuthOlity's basic
financial statements .. Notes payable outstanding at the beginning of the year and federal
expenditirres dUlIng'the year are included in the federal expendimres presented in the
Schedule. The balance of the notes payable outstanding at June 30, 2016. consists of:

Outstanding

CFDA Balance at
Number Program Name June 30, 2016
t0.415 Preservation Revolving: Loan Fund $ 2,4t0.238



Arkansas Development Finance Authority

Schedule of Findings and Questioned Costs
Year Ended June 30, 2016

Summary  of Auditor's  Results

Fillallciai Statelllellts

1. The type ofrepoll the auditor issued on whether the financial statements audited were prepared in
accordance with accounting principles generally accepted in the United States of America (GAAP) was:

[gJ UUlIllodified D Qualified D adverse D pisclaimer
Tor

-
2. The independent auditor's rep01l on intemal control over financi% reporting disclosed:

Significant ~ deficiency(ies)? I'r' ;.\, DYes [8] None reported
‘r“l:-' II--,I
Material weakness(es)? , ,l. DYes [8J No
f). 1Cr
3. Noncompliance considered matellal to the financi~i statements
was disclosed by the audit? i~ DYes [8] No

Federai Awards "

4.  The independent auditor's rep0~.t:"'1|1|emal control over compliance for the major federal awards
program disclosed:

\ 1 e

Significant deficiency(ies)? ™ DYes [8J None reported

Material -weaklless(es)?, DYes [8J No

5. The opinion expressed in the independent auditor's rep011on compliance for the major federal award
was:

~ Ululiodified D Qualified O Adverse D pisclaimer

6. The audit disclosed findings required to be repOlled by 2 CFR
200.516(a)? DYes [8J No



Arkansas Development Finance Authority

Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2016

7. The Program's major program was:

Cluster/Program CFDA Number
HOME Investment Partnerships Program 14.239

8. The tln'esholdused to distinguish between Type A and Type B programs was $750,000.

9. The Program qualified as a low-risk auditee? I =--t
v 18 ve-~ DNo
A\ VI

r;.- —

Findings Required to be Reported by Government Auditing Standards

Reference ( s
Number. ~ Finding

No matters are reportable. .

Findings Required to be Re;port,ed by OMS Circular A-133

Reference oy

Number Finding

No matters are reportable.



Reference

Number

Arkansas Development Finance Authority

Summary Schedule of Prior Audit Findings
Year Ended June 30, 2016

Summary of Finding

No matters are repOltable.

Status
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State of Arkansas Safe Drinking Water
Revolving Loan Fund Program

Management's Discussion and Analysis
June 30, 2016 and 2015

Tllis discussion and analysis is designed to assist the reader in focusing on significant issues and activities
and to identify any sigllificant changes in the [mancial position of the Safe Drinking Water Revolving
Loan Fund Program (the Program). Readers are encouraged to consider the infonnation presented in
conjwlction with the financial statements and notes as a whole, wmch follow tms section of the report.

Discussion of Financial Statements
The Jnne 30, 2016, basic [mancial statements include three required statelIIengs;'i"'thﬁstatement of net
position; the statement of revenues, expenses and changes in net position;lanq tile statement of cash flows.
Comparative totals as of and for tile years ended JIme 30, 2015 and 2014, 'are'also presented. Although
not required, these comparative totals are intended to facilitate an.~.nhanc~d,lUlderstandingof the
Program's financial position and results of operations for the sU#elitfiscal',year in comparison to the plior
fiscal years. Additional infonnation, following the Notes to FiJdllicio(.Stotelllents, includes the combining
statement of net position; tile combining statement of rev~nues,,'e({p~li~eand changes in net position; as
well as tile combining statement of cash flows. These.colubinrng':statements detail the Revolving Loan
FImd, tile Fees and Expense Set Aside, tile Small System Techllical Assistance Set Aside, tile Well Head
Protection Set Aside, the Capacity Development Set Aside and the State Program Management Set Aside,
wmch complise tile Progran!. ", \\ ‘

"\ A

Condensed Financial Information - 'Stat~mehts of Net Position
o

(In thousands)

2016 2015 2014
Total assets $ 254.246 $ 247.780 $ 235,375
Oment liabiliti~s  \; 2,429 2,431 2,070
Noncunent liabilities" 21,184 23.380 — 25594
Total liabilities 23613 258ll 27 664
Net position- restricted by bond resolution
and program requirements $ 730633 $ 221969 $ 20711)

The Program's total assets have continually increased over the past three years. At June 30. 2016, total
assets increased $6.5 nlillion from June 30. 2015, which was primarily attributed to the $12.7 million
increase in investments. which is offset by decreases totaling $6,3 million in cash and cash equivalents,
loan receivable - resllicted and accOlmtreceivable - Enviromuental Protection Agency (EPA). At

Jnne 30. 2015, the Program's total assets increased $12,4nlillion from June 30, 2014. which was
primarily attriquted to an increase 0f$33.6 nlillion in inveslinents - ClUTenportion and loans receivable-
resll'icted, which is offset by a decrease 0f$21.0 million in cash and cash equivalents.



State of Arkansas Safe Drinking Water
Revolving Loan Fund Program
Management's Discussion and Analysis

June 30, 2016 and 2015

The following table repOlts loan activity for each year (in thousands).

=20~1~6 2015 ~~2014
Loan disbursements $ 6,407 $ 12,083 $ 13,172
Loan repayments 8.142 7,989 5,715
Net (decrease) increase in loans J—{
receivable $ ( I3) s 40W: $ 1457

'.. ", 1<

m

Grants from the United States Envirollluental Protection Agency cgmpr~~bd53%, 80% and 81% of the
ftmdiug SOIUTef the repayable loan disbmsements for fiscal ¥~~I;s'bndedJime 30,2016,2015, and 2014,
respectively. The table below reflects the amolllits used from each ftmdlng source for fiscal years 2016,

2015, and 2014 as follows (m thousands): .5,
EPA Federal
Base 3,374 $ 9,609 $ 10,623
Revolving Loan FlUids i
Slate Matching 2,922 2.474 2,549
$ 6.407 $ 12083 $ 13172

The Program is nsing other fUildui\i'~(IUrcedo ftUidrepayable loans. Accordulg to Arkansas state law,
plincipal forgiveness loans are regiiired to be ftllided from federal grants, therefore the Program has
increased the me of state match,.ftmds and the Program’s revolving loan ftmds to ftmd repayable loans.
The Program utilizes the multiple ftmdulg sources to meet EPA guidelines and to comply with state law.

The Program maintains liquidity for ftmding loans. The Program ulvested excess ftmds ulmoney market
mutual funds and in U.S, agencies obligations fj'om time to time to allow for re-evaluation of the
Program's liquidity needs. With the slight increase in interest rates along with the increased cash
balances, the Program has stmctured its investment pOltfolio with malirrities of every six months.
CUITently,the Program has $30.0 million in ulvestments which will mature in the fiscal year 2017.

The Program's total liabilities decreased to $23.6millioll at June 30, 2016, fj'om $25.8 million at Jime 30,
2015, and fj'om$27.7 million at JIUIe30, 2014, In fiscal year 2016, the Program had a decline of $2.2
million in the bonds payable due to the payment of scheduled bond redemptions. The decline of $1.9
million for fiscal year 2015 was atliibuted to the scheduled bond redemptions and accounts payable
expense accmals.



State of Arkansas Safe Drinking Water
Revolving Loan Fund Program

Management's Discussion and Analysis
June 3D, 2016 and 2015

Condensed Finaneiallnformation - Statements of Revenues, Expenses and Changes in
Net Position

(In thollsands)

2016 2015 2014
Operating income $ 1,548 $ 1541 8 1.466
~N\ e
Total interest income 3772 35, 3,365
Federal grants 12:399 (15967 20.172
" e
Total nonoperating revenues 1617 (L- J)r f*;"~\19 528 23 537
P PR ) B
. Federal fmaneial assistance 4,356 i {0 1,509 4,775
Total interest on bonds g 1074\ 7 1.139 1.187
Total amortization expense L' (386) (4100 — @393
Total nonoperating expenses 2238 5569
Transfers ont, net 4011) (4.513) (3.346)
Clumge in net position . 8,664 14,258 16,088
L=\
Net position oy e,
Beginning of yea;: . 221,969 207,711 191,623
End owe~{'t'):;' . $ 230633 $ 221980 $ 207711

Operating income inchictesthe 1% servicing fees collected from the bonowers and any expenses paid for
operating the Program. For the years ended June 30, 2016 and 2015, operating income remained at $1.5
million.

Included in total interest income is interest eamed on loans and interest eamed on investments, which has
increased to $3.7 million for the year ended June 30, 2016, from $3.6 million for the year ended lune 30,
2015, from $3.4 million for the year ended lime 30, 2014. Tlre primary factors for the increases are the
continnous fimding ofloans at a faster pace than repayments in the Program and the increase in interest
eamings. Revenues from invesunents increased to $193,000 in the tlscal year 2016. The average yield
on cash, cash equivalents and invesunents for fiscal year 2016 has increased to 0.26%; whereas the
average Yyields for 2015 and 2014 were 0.09% and 0.07%. respectively. For fiscal year 2016, federal
grants declined $3.6 million which conelated with the decline iuloau disbursements. For fiscal year
2015, federal grants declined $4.2 million which correlates to the decline in loan disbursements as
previously discussed and federal fmaneial assistance. Tlle Program primarily used federal grants for
filllding loans and paying expenses. These filllds were drawn down from the federal govemment as
expenses were incuned by the numicipalities, Arkansas Natural Resources Connuission (ANRC) or
Arkansas Depmlment of Health (DOH).



State of Arkansas Safe Drinking Water

Revolving Loan Fund Program
Management's Discussion and Analysis
June 30, 2016 and 2015

For fiscal year 2016, total nonoperating expenses, increased to $5.0 million. The increase of $2.8 million
is atUibutable to increase in federal financial assistance. In fiscal year 2012, the Program began ftmding
principal forgiveness loans fi'Olrthe Base capitalization grant as required by EPA. Each constlllction
draw is forgiven at the time of the draw. The Program is required by state law to use only federal grant
ftmds to make plincipal forgiveness loans. For fiscal year 2015, nonoperating expenses declined $3.3
million which was atu'ibnted to a decline in federal [mancia! assistance. For the years ended June 30,

2016 and 2015. the Program has awarded plincipal forgiveness loans to multiplt: boITowers and has
forgiveti $4.4 million and $1.5 million. respectively. \;

-3 . e

The Program received transfers in from the ANRC Water. Waste Dispo~~1mid.Pollution Abatement
Facilities General Obligation Bond Fund Program, which representedthe Slate ,uatching ftillds for the
Program. Trmisfers in were offset by transfers out to other agencies.lor.R~ogrmn adlllinistration expenses.
For the fiscal years 2016 and 2015, the Progrmu's transfers Olit,het were $4.0 million and $4.6 million,

respectively. The (letails ofU'ansfers in and ont are presented in the'following table (in thousands):

" 2016 / 2015 2014
ANRC-state match ,672 $ 479 $ 1.274
Depm'Iment of Health (4.173) (4.372) (3,940)
ANRC -admiuisu‘ation N~ (81Q) (680) (680)
Transfers out, net $ Qi) $ (4573 $  (3346)

)i,
The net position of the Program ul~rea~ed$22.9 million in the past two years. The bond resolutions and
the Program resllict all of the !let position

1"
Contact Regarding t~~Program

LY )"
The overall [mancial pQSItIOi\ Eiresults of operations of the Program have improved .

This financial report is desigued to provide constituents and business parlllers with a general ovetview of
the Program's finances and to show the Program's accountability for the ftillds it administers. Questions
about this repOl'land requests for additional fmaneial infolluationshould be du'ected to the ADFA Vice
President for Finance ami Administration by telephoning 501.682.5900 or by contactulg the ANRC Water
Development Division Chief at 501.682.1611.



State of Arkansas Safe Drinking Water
Revolving Loan Fund Program
Statements of Net Position
June 30, 2016 and 2015

(111 thol/sands)

CUITt'ut Assets
Cash and cash equivalents
ACCIUed interest receivable
ACCOLUIts receivable
Borrowers
EnvirOlilllental  Protection Agency
Investments - current portion

Tot.al elul'ent assets

Noncurrent  Assets
Investments - restricted
Loans receivable - restricted

COllstnliction

NO1lheast Arkansas Public Water Authority

Total nonCluTellt assets

Total assets

Cuneut Liabilities
Accolllits payable
Accrued interest payable ~
Bonds payable - current p().rIIIOI‘_I.I.),.~
.y .
Total cllllent liabilitieS"
a o
Nolicurretut - Linbilities '

Bonds payable. net 0:[ I~nalllortized premiums

Total liabilities

Net Position

Restricted by boud resolution and program requirements

See Notes to Finaacial Statements

2016 2015
$ 15988 $ 20,159
310 257
112 114
/., 432 858
A30))30 54505
[ AR
o ¥ 46872 75893
" I
I 37,222
~1
166,361 168,003
207,374 171,887
536 536
83 90
1,810 1.805
2.429 2.431
21184 23,380
23.613 25811
$ 230633 $ ""'1 969



State of Arkansas Safe Drinking Water
Revolving Loan Fund Program
Statements of Revenues, Expenses and Changes in Net Position
Years Ended June 30, 2016 and 2015

(In thousands)

2016 2015
Opernting Re\'euues
Financing fees $ 1,732 $ 1,724
Operating Expenses
Program administration 183
Op('I"atilly  lucaml.” 1.541
'..i};., e
Nonoperating  Revenue A
Interest an investments V193 93
Interest o111030s 3,509 3,501
Base federal grants 12,399 15,967
Net appreciation (depreciation) of investments 10 (33)
Total nonoperating income 16171 19,528
Nonoperating  Expenses
Federal frnallcial assistance
Base federal grants 4,356 1,509
Bond interest 1,074 1,139
AmOiltization ofbolld premimlls (356] (410)
Total nonoperating eXp:~:;S~S 5.044 2.238
L
Income Bl'fol'e Trnnsfpl"S Out;'N(>(... "~ 12,675 18,831
IV
(4.011) 4573)
8,664 14,258
Net Positioll, Beginning of Y(>ftl' 221 969 207 711
Net Positioll, End of Year $ 730633 $ 721 969

See Notes to Financial Statements



(Il thal/sands)

State of Arkansas Safe Drinking Water
Revolving Loan Fund Program
Statements of Cash Flows
Years Ended June 30,2016 and 2015

2016
Opel'rttiug Activities
Financing fees received $ 1,735
Cash paid for program administration (\85)
Net cash provided by operating activities 1.550
i)
NOllcnpital Financing Ar.tivifies . "~\f:"i~;
Repayment of long leon debt "\, (L805)
Cash paid for interest © . (1,081)
Transfers out .,( (4,011)
Nonoperating grants received " 1 w0 12825
oy
Net cash provided by noncapital financing actjvit~7~ls'\;', 5,928
Investing Activities L
Interest received on investments s 130
Interest received 01110a115 3.519
Principal repayments on loans 8,142
Loan disbursements ; (6,407)
Federal grant filllds expended '“'h (4,356)
Proceeds frollllllanuities of inveshllents ' ‘1., 76,500
Purchase of investments (89.177)
Rt
Net cash used in illvessiJ.ig activities ( 1.649)
Deuease in Cash and Cnsli'Eaui.\'/a;l'euts (4.171)
/'-;'::;:~:"'”~:;‘;,.\",.".I,
Cash and Cash Equjvalent~, Beginning of Year 20.159
Cash and Cash Equivalents, End of Year 1~ 988
Reconcilintion  of Ope-I"nting lucome- to Ne-t Cash Pl'ovide-d b;r
Operating Activities
Operating income $ 1,548
Changes in
AccoLults receivable - borTowers 2

Accotults  payable

Net cash provided by operating activities

See Noles 10 Financial Statements

$

1,741
(181)

(1.265)
(1,144)
(4,750)
16,177

9.018
59
3,530
7,989
(12,083)
(1,509)
51,500
(81.036)
(31.550)
(20,972)
41 131

70 1=9

1,541

17

no

10



State of Arkansas Safe Drinking Water

Revolving Loan Fund Program
Notes to Financial Statements

June 30, 2016 and 2015

Note 1. Nature of Operations and Summary of Significant Accounting Policies

Nature of Operations and Reporting Entity

Act 772 of 1997, as amended, (the Act) authorized the establishment of a fund known as the Safe
Drinking Water Fund (the Program), an entelplise fund of the State of Arkansas, to be maintained
and administrated by the Arkansas Natural Resomces Commission (the,COlllLllissionor ANRC),
fOllnerlyknown as Arkansas Soil and Water Conselvation Comlllission;a\iCithe Arkansas
Depallment of Health. Act 1243 of 2006 authOlized the name chang~:,to"ANRC,which has not had
an impact on the Program. The Program is to be capitalized with{~deritlgrants, state matching
grants, other grants, proceeds of bonds issued by the Arkan,~as'J:)ev'elopmentFinance Authority
(ADF A) or the Commission for the Program and loan repaynj.eiitsutilized to administer the
program. These fimds may be loaned for water systemp!,ojecis,::pledged and used to pay debt
selvice and related costs, used to pay administrative exp~lJseS.itildprovide tecllllical assistance for
the Program and used for other plliposes related to'the ptogJam.

[

ADFA selves as financial manager for the Pi:ogi:aulltllderan interagency agreement. ADFA is
responsible for investing and disbmsingfimdS'as aUlhOlizedby the lead agency, selvicing loans,
preparing and submitting monthly ~Jali~iall:eljOrts and arumal financial statements and procming
audit selvices. ADFA is reimbursed for Pr()gi'3madministration costs through a calculation based
on loans outstanding in accordance \'viththe interagency agreement. Tlle amounts itIClUI'ecto

ADFA for admitustration costs. for the years ended Jllie 30, 2016 and 2015, were $138,000 and
$140,000, respectively. | 54 R

Use of Estimates (]

Ml
The preparatiop'of} fif\~itial statements in confollnity with accOlt1ltingpriticiples generally
accepted in the Urlited,'States of Amelica requires management to make estimates and assumptions
that affect the repoiidCiamounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the fitlancial statements and the repOlled amolilts of revenues and expenses
dlUing the repOlling period. Acmal results could differ from those estimates. Material estimates

that are pmZlicularly susceptible to sigluficant change relate to the detenuination of fair values of
itlVestments.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

Tlle Program is accounted for as an elllelprise fillld for financial reporting plUposes mid utilizes the
economic resource measmement focus and accnml basis of accounting wherein revenues are
recognized when eamed and expenses when inclUl'ed.

Operatitlg revenues and expenses are distinguished fromnonoperatitlg items itl the Program's
statement of revenues, expenses and changes in net position. Operating revenues and expenses
generally result from providing services in connection with the principal ongoing operations. All
revenues and expenses not meelitlg this defmition are reported as nonoperating items.

11



State of Arkansas Safe Drinking Water
Revolving Loan Fund Program

Notes to Financial Statements
June 30, 2016 and 2015

Recently Issued Accounting Pronouncements

GASB Statement No. 72, Fair Vaiue Measurement and Applicatioll (GASB 72): GASB 72
addresses accOImtingand financial repOlting issues related to fair value measurements. The
definition of fair value is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction betweenlllarket palticipants at the measurement date. GASB 72
provides guidance for detenuining a fair value measurement for fmancial'fepolting pllllloses that
aligns with the Financial AccOImting Standards Board's Topic 820.,..aA~)3 'It also provides that
all assets meeting the definition of an investment in the Statement should be iireasured at fair value,
nnless the Statement provided otherwise. Certain discloSlIl'esrelated to™allfair value meaSll1'ements
are regnired (See Note 5). GASB 72 enhances comparability dr fuiimcial statements among
governments by regniring measurement of celtain asset~and liabilities at fair value using a
consistent and more detailed defmition of fair value and accept~d valuation teclmiques. GASB 72
also enilances fair value application guidance and relateddisdi)sures in order to provide
infonnation to fmancial statement users about \he impact,cif fair value measurements on a
govellDnent's fmancial position. GASB 72 is ~ffective for fmancial statements for fiscal years
beguming after June 15,2015 and any prior p,eriods presented should be restated, includulg
disclosures, if practical. See Note 5 for.ldiscl‘%s!}'l'esrequired by GASB 72.

Cash and Cash Equivalents R

Tlle Program considers allligllid investments with Oliginalmannities of tin'ee montlls or less to be
cash equivalents. At June 30,"2016and 2015, cash equivalents of approximately $16.0 ntillion and
$20.2 million, respectively; C(?llIsisiecdbf money market munlal funds witil variable interest rates.

Tile manu'ity of the fLUIelis'considered to be less than one year because tlley are redeemable in full
immediately.,:,"" S EE

Investments

Investments are can'ied at fair value. Fair value is detennined usulg quoted market prices.

Bond Premiums

Premiums on the sale of bonds are capitalized and are amOltized over the tenu of the bonds using

tile effective interest metilOd. Early retirement of bonds results in tile acceleration of amortization
of the premiums.

Net Position Restricted by Bond Resolution and Program Requirements

Net position restricted by bond resolution and program requirements represents fimds restricted due
to the specific provisions of the Progranl.
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State of Arkansas Safe Drinking Water
Revolving Loan Fund Program
Notes to Financial Statements
June30,2016and2015

Income Taxes

As an essential govenunent fuuction of the State of Arkansas, the Program is exempt from income
taxes Imder Section |iS of the lutemal Revenue Code and a similar provision of state law.

Reclassifications

Certain reclassifications have been made to the fiscal year 20 IS financiKI~I<itements to confonu to

the fiscal year 2016 fmancial statement presentation. 11lese reclassificaii6n~ bad no effect on the
change in net position.

Note 2: Deposits and Investments

Deposits ,
v dre-
Custodial credit lisk is the risk drat in the eVeltoflrbank faillll'e, the Program's deposits may not

be retullled to it. The Program's depos!rpolic'Y:for custodial credit lisk requires compliance with
the provisions of state law and bondindenuu'es,”,
(GRS

At JIUle 30, 2016 and 2015, none of'tlieplogram's  deposits were exposed to custodia! credit risk,
Investments t;,:,:?;“'r.,.“‘

Arkansas statutes autlloriie 'th~'Pr;gramto  invest in direct obligations of the U.S. Govenunent;
obligations on which tlie'prlJiCipal aud interest are fully guaranteed or are fully secured, insured or
covered by conllll.iinu:iitso~:'agreements  to purchase by the U.S. govenunent; obligations of
agencies and iri~trnmentalities created by act ofthe United States Congress and authorized thereby
to issue seclll'itiesor,evidence  of indebtedness, regardless of guarantee of repayment by the U.S.
govelllment; obligations of political subdivisions of the United States; cellain obligations issued by
dle State Board of Education; short.teun walrants of political subdivisions of tile State of Arkansas
and uUUlicipalities; the sale of federal flUldswith a mHturity of not more than one business day;
demand. savings or time deposits fll1lly insured by a federal deposit insurHnce agency; repurchase
agreements lhat are fully inslll'ed by obligHtions of the U.S. govenunent, any U.S. state or mlY
political subdivision thereof; seclll'ities of, or other interest in, any open.end type investment
company or investment Ullst registered WIder the Invesunent Company Act of 1940, mld which is
considered a money market flmd, provided that the pOllfolio is limited principally to U.S.
govelllment obligations and the investment company or tlllst takes delivery of collateral either

directly or through an authOlized custodian; guaranteed iuvesUnem contracts; and bank certificates
of deposit.
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State of Arkansas Safe Drinking Water

Revolving Loan Fund Program
Notes to Financial Statements
June 30, 2016 and 2015

At Jrme 30,2016 and 2015, the Program had the following investments and mamrities:

(In thol/sands) June 30, 2016
Maturities in Years
Less More
Type Fair Value than 1 1-5 6-10 than 10
U. S. agencies
obligations $ 67252 $ 30,030 $ - $
Money market
muntal funds 15,988 15,088
SO
Total S 83240 § 46018 \§ L[2%) S~~~
(In thonsands) June 30, 2015
Maturities  in Years
- "Less™ More
Tvpe Fair Valu/";.  ihan 1 1-5 6-10 than 10
U. S. agencies
obligations 54505 § 54505 $ $ -3
Money market
mnntal ftmds -C', 20,159 20,159
(k1.
Total ls. 74664 $ 74664 $~—~—- 5 -
S

Interest Rate ii.isk,--AS a ;neans of limiting its exposure to fair value losses due to risiug interest
rates, the Progrmii'litiDts the maun'ity of investments to expected cash flow needs of the Program

Credit Risk-Credit risk is the tlskthat the issner or other connterpally to an investment will not
ftlIfill its obligations. The Program's investments in U.S. agencies obligations not directly
guaranteed by the U.S. govelllmentwere rated "Aaa" or not rated by Moody's Invesunent Service,
and rated "AA+" or not rated by Standard & Poor's and its invesl\nents in money market mutual
ftmds, or the investments of those nmds were rated "AAA-mf' or "AAA" by Standard & Poor's
and "Aaa-mf' or "Aaa" by Moody's Investors Selvice.

14



State of Arkansas Safe Drinking Water
Revolving Loan Fund Program
Notes to Financial Statements
June 3D, 2016 and 2015

COllcellh'otioll of Credit Risk-Tlle  Program places no limit on the aUlOIUltthat may be invested in
anyone issuer. Investments of the Program (not guaranteed by tlte U.S. govennnent or considered
mutual flUlds) representing 5% or more of total investments are as follows (in thousands):

Issuer Fair Value Percentage
Federal Home Loan Bank 54%
Federal Home Loan Mortgage COlporation 37%
Federal National MOIlgage Association 9%

Summary of Carrying Values

V-
The canying values of deposits and investments shown ‘are in~luded in the statements of net
position as follows: L

(In tilonsollds) 2016 2015
Canying value
Investments $ 83240 % 14.664
Included in tlte following stat~nieht of net position
captions
Cash and cash equhi~leilts. $ 15988 % 20,159
Investments - cnrrell't'portion 30,030 54.505

Investment :f!:'esW,~!M 31.222

Note 3: Loans Receivable

The Program originates loans with Arkansas mlUlicipalities for financing the constmction of
chinking water treatment facilities. These loans are payable in semi-ammal installments. At
June 30, 2016 and 2015, such loans had a canying value of approximately $170.2 million and
$171.9 million, respectively. The loans bear interest at 0.0% to 2.90% and are collateralized by
special assessments, user charges or sales and use tax bOII(Isissued by the numicipalities.

In fiscal year 2010, the Program began fllliding loans with American RecovelY and Reinvestment
Act (ARRA) federal flrnds, along with other fllllding sources. As of JUlle 30, 2016 and 2015, the

Program's outstanding loan balance for ARRA loans totaled $21.0 million and $22.0 million,
respectively.

15



State of Arkansas Safe Drinking Water
Revolving Loan Fund Program
Notes to Financial Statements
June 30, 2016 and 2015

Through the years euded Jlllle 30, 2016 and 2015, approximately $228.6 million and $228.0
million in loans, respectively, had Clilliulativelybeen approved for ftlllding. At Jillle 30, 2016 and

2015, approximately $8.2 million and $14.1 million, respectively, remained encllllibered and
awaiting disbursement to loan recipients.

Note 4. Bonds Payable

Bonds payable were as follows at Jlllle 30:

(In thol/sands)

Series Interest Rate Range 2015
. o, ip,i>~Y
2011-C e v\
Selial 3,25% - 5.0~%li".,\c.Y6/1/2028 ~ $ 20995 $  22:800
UnamOltized premiiJins ."f' 1.999 2.385
[ S
B At
o $ 22994 3 25 185
A U
Activity in bonds payable for 2016 was a"sfollows:
I~t~f‘~“#?~:;,.~. Amount Due
,-Beglnning Ending within One
(1 thousauds) . Balance Additions Reductions Balance Year
an~t ot
2011-C™(/m<t, S 22800 % _ $ (8S) $ 20995 3 1 810

The principal amolmt shown above differs from the alllOllliton the statement of net position due to
[lllamOiltized prenriums of approximately $2.0 million,

Activity in bonds payable for 2015 was as follows:

Amount Due

Beginning Ending within One
(In thousands) Balance Additions Reductions Balance Year
2011-C $ 24060 8 - $ (265 $ 22800 $ J80S

The principal amollllt shown above differs from the amount on the statement of net position due to
[lllamortized premiums of approximately $2.4 million.
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State of Arkansas Safe Drinking Water
Revolving Loan Fund Program
Notes to Financial Statements
June 30.2016 and 2015

Annnal debt service regnirements to mamrity for bonds payable are as follows:

(In thol/sands) Principal Interest
Fiscal Year ending Jlllle 30,

2017 $ 991
2018 901
2019 812
2020 702
2021 599
2022 -2026 1,550
2027 - 2028 87

5,642

UnamOltized preminms

$ 22004 $ 5.642

The Program did not have any new bOI{~iis\~rises in the CllITentor previons fiscal years.
Il\lllI i I

Note 5: Disclosures About Fair Value of Assets and Liabilities
B
Fair value is the plice that ,,!,qi'ild D~received to sell an asset or paid to transfer a liability in an
orderly transaction b~IWeeil iriarket participants at the measmement date. Fair value
measurements  muslilla.xiriiife the use of observable inputs and millirnize the nse of unobservable

inpnts.  Thereis,a  hferarchy of three levels ofinpnts that may be used to measure fair valne:

Le.vel 1 "Q\;~ed prices in active markets for identical assets or liabilities

Level 2 Observable inputs other than Level 1prices, snch as gnoted plices for similar
assets or liabilities; qnoted prices in markets that are not active; or other ir\puts
that are observable or can be cOlToborated by observable market data for
substantially  the fnll ter11lof the assets or liabilities.

Level 3 Unobservable inpnts supported by little or no market activity and are significant
to the fair valne of the assets or liabilities.



State of Arkansas Safe Drinking Water
Revolving Loan Fund Program
Notes to Financial Statements
June 30,2016 and 2015

Recurring Measurements

The following table presents the fair value measmemeuts of assets recognized in the
accompanying financial statements measmed at fair value on a recUll"ingoasis and the level within
the fair valne hierarchy inwhich the fair valne measmements fall at llllle 30, 2016 and 2015:

Jurie-30.2016
air Value Measurements Using
~(~ithn R

(i/1 thol/sands)

Quoted Prices in" Significant
Active Markets .\ Other Significant
for Identlcal’;, ":,Observable Unobservable
Type Fair Value Assets (Levet |[™inputs = (Level 2) Inputs (Level 3)
\ ~ .4
U. S. agency obligations $ 67250 &ML $ 67.252
June 30,2015

(ill thol/sallds) Eair Value Measurements  Using

Quoted Prices in Significant
o Active Markets Other Significant
TS for Identical Observable Inputs Unobservable
Type ~f . Fair value Assets (Levell) (Level 2) Inputs (Level 3)
U. S, agencies obliga.rolis,:")j"$ 54505 $ B 54505 $~~~~~

S

Following is adescd~ti~h of the valuation methodologies and inputs used for assets measured at
fair valne on arecullitig basis and recognized itlthe accompanying financial statements, as well as
the general classification of such assets pmsuant to the valuation hierarchy, Illere have been no
significant changes in the valuation tecImiques dming tlle years ended .fmle 30. 2016 or 2015,

Where quoted market prices are available in an active market, secmities are classified within

Level | of the valuation hierarchy. The Program did not classify any of its investments a Level | at
June 30. 2016 or Jime 30, 2015, Level 2 securities include U.S, Govenllllent and federal agencies,
If quoted market plices are not available, tllen fair values are estimated by an independent thit'd-
palty plicing selvice using plicing models. quoted prices of secmities with similar characteristics

or discounted cash flows, For these invesunents, the inputs used by the plicing selvice to

detennine fair value may include one. or a combination of obselvable inputs such as bencllinark
yields, reported u'ades, broker/dealer quotes. issuer spreads, two-sided markets, benclnnark
secmities, bids, offers and reference data market research publications and are classified within
Level 2 of the valuation hierarchy, In cenain cases where Level I or Level 2 inputs are not

available. secmities are classified within Level 3 of the hierarchy. The Program did not have any
Level 3 secmities at June 30. 2016 or lime 30. 2015,
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State of Arkansas Safe Drinking Water
Revolving Loan Fund Program
Notes to Financial Statements
June 30, 2016 and 2015

Note 6: Significant Estimates and Concentrations

AccOlllting principles generally accepted in the United States of America require disclosme of
certain significant estinlates and current vulnerabilities due to certain concentrations. TIlOse
matters include the following:

Economic Dependency it
PLUMSESENR
The Program is economically dependent upon revenue from the Enviroti'rilent~IProtection Agency

(EPA). Dming 2016 and 2015. the Program received apprOX|mater 690/~and 75%. respectively.
of total revenue in the fonn of federal grants. "t
W N
Program Set Asides oo
St ~LTt
As shown in the supplemental infonnation. the Pnigraiih'a$ five set aside funds. These set aside
ftmds make up 31% of the alumal capitalizatiOli'gr.a'rit~)Yardeeach year. Tllese funds are used to
provide for reimbmsement of expenses of the Program. TIn'ough federal regulations. the EPA has
allowed states to redirect and reselve se,tasié;l~ as n~eded to ensure proper management of ftmds.
P S
Section 1452 of the EPA Federal Gnidelines for the Implementation of Drinking Water State
Revolving LOallFIUId(DWSRF) inditat,es"i'state may reserve the right to redirect IlUmsedset aside
ftlllds as eligible expenditurespfthe Program. Since the inception of the Program. ANRC. in
conjunction with DOH, haste,dir~cted approximately $6.3 million from previous years'
capitalization grants as eI_LgiiJIe ftiiids for disbmsement to loan bOII"OWers.
if" et
The Code of Federal ~eghliitioilSsection 40 CFR 3540, regarding the DWSRF, states a state may
reselve or "ban.k,:sehasige’ fiinds at the time of the grant application. Tlle intent is that the
authority for a'set aside activity from one year can be used in a ftrtme year when the amount
available in that' ft\llrn:'year is not enough to accomplish the set aside activity. Each set aside
activity has specifiC-eligible costs associated with it. Reselved authority in a set aside activity can
only be used for that same set aside activity in the ftmu'e. For each graut application. the state has
to demonstrate to EPA that the ftlllds requested for each set aside activity can be used within a two
year period. If this results in the state having additional authority for that activity that they Calmot
use within the two year petiod, they Callreselve that additional authority for some IUIspecified
ftlllire grant. The amollllt of authority reserved for each set aside activity will be repOlted in the
Intended Use Plan ('UP) for that fiscal year and every succeeding 'UP [Ultilthe authority is usee!.
When the state wants to use the authority that has been reselved. the state must demonstrate to
EPA that all of the authOlity in the ftlllire graut and the additional reselved authority can be
expended within the two year peliod. The management of the Program is aware if ftlllire federal
capitalization grallts are not made available. the reserved authOlity is lost. Since the inception of
the Program, DOH has reselved authority of$7.9million in the Small System Tecllllical Assistance
and tile State Program Management Set Asides.
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State of Arkansas Safe Drinking Water
Revolving Loan Fund Program

Notes to Financial Statements
June 30, 2016 and 2015

Principal Forgiveness Loans

In fiscal year 2012, the Program began flmding plincipal forgiveness loans (PF) with Base federal
grant flmds. EPA required as part of the Base capitalization grant requirements that a percentage of
the grant be available as subsidy to eligible bOITowers. With the federal fiscal year 2010 and 2011
capitalization grant, at least 30% of the grant would be in the fOlUbfforgiveness of principalL
negative interest loans or grants. The percentage was changed to be nO\le~sthan 20%, but not

greater than 30% of the federal fiscal year 2012 tin'ough 2015 grant s To IE~ligible to receive
subsidy, the bonower must show either: Lo

1. Tlle armual utility rates on 4,000 gallons of water is .g;"1~\i~t'~5%0f the medium
household income for the project area, or im0,

>

2. At least 51% of the benefiting customers hav~\itll~L16\v or moderate income as defined
by the U. S. Depaltment of Rousing and lJrb~ilbevelopment Conllllimity Development

Block Grant Program alld the utilit rat~sarea(|east 1.25% of the medium household
income. L

g
i

The ch8lt below shows the mininllun 81;gimaxL1num allowed for principal forgiveness loans:
0.,

m G
(In thousands)

Base .. r.. PF PF Program PF

Federal  Capitalizatlol),.,;MIl)Jmum Maximum  Allocation =~ Cumulative =~ Remaining to

Fiscal Year Grant Awarq) '"';,.Arnount Amount Amount  Disbursements Disburse
e ™

2010 ~< ' |~ T 6,162 $ 20539 $ 6,163 $ 6,163 $

2011 YS 1 4,276 14,252 4,278 4,278

2012 f 13582 2,716 4,075 2,743 2,743

2013 >::12,743 2,549 3,823 2,625 2.244 381

2014 13,534 2,707 4,660 3,010 1,144 1,866

2015 13,445 2,689 4,033 3.010 95 2,915

Totals $ 16667 $ 5167

The Program has targeted the millimum amount froUleach Base Capitalization grant for principal
forgiveness 108l1s.The Program forgives the loans as the construction draws are disbursed. [l
fiscal year 2016 and 2015, the Program expensed $4.4million8lld $1.5 million in principal
forgiveness loans, respectively.
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State of Arkansas Safe Drinking Water
Revolving Loan Fund Program
Notes to Financial Statements
June 30, 2016 and 2015

Contingency

The Program is capitalized by state and federal grant programs, which are govemed by valious
1111esnd regulations of the grantor agencies. Costs charged to the respective grant programs are
snbject to audit and adjustments by the grantor agencies; therefore, to the extent that the Program
has not complied with the rules and regulations governing the grants, refimds of any money
received may be required and the collectability of any related receivable al Jime 30, 2016 and 2015,
may be impaired. In the opinion of the management of the Program, ttie~€'al'e,no significant
contingent liabilities relating to compliance with the mles and regulati~!ls'governing the respective
grants; therefore, no provision has been recorded in the accompanyingfmancial statements for such
a contingency. >,

ik~
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State of Arkansas Safe Drinking Water
Revolving Loan Fund Program
Combining Statement of Net Position

(In thol/sand,)

CUI'l'ent  ASSELtS
Cash and cash equivalents
Accnled interest receivable
Accowlts receivable -
bon-owers
Accotults receivable - EPA
Investments - cun-ent pOllioll

Total cun'ent assets
Nonclll™I'(lut  Assets

Investments - restricted
Loans receivable - restricted
Constmction
Northeast Arkansas
Public Water
Authority

TotalllOILCUrrellt
assets

Total assets

culTelit Liauilities.,j>'
AcCotults  payabt~_~~, !
Accllled interest payable
Bonds payable - clul:ent
p01lion

Total ennent liabilities
NOllcm'lI't'ut Liabilities

Bonds payable, net of
unalll01lized premiums

Total liabilities

Nt't Position
Restricted by bond resolntion
and program requirements

June 30, 2016

Small System
Technical
Assistance

Well Head Capacity State Program
Development Management
$
-/
104 177 115
R

104', 177 115
104 177 115
104 177 115
104 177 115
104 177 115



Fees and
Expenses

2.573
13

112

36
2,003

4,737

1,000

138

$

Revolving
Loan Fund

13415 s
297

28,027
41.739

36,222

166,361

Total

15,988
310

112
432
30,030

46,872

37,222

166,361
=\

536
83
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(l/holisollds)

State of Arkansas Safe Drinking Water
Revolving Loan Fund Program
Combining Statement of Revenues, Expenses and Changes in Net Position

Operating RE"\'enues
Financing fees

Operating Expenses
Program administration

Operating Income

Nonopemtillg

Re,rpllul

Interest on i.nvestments

Interest on loans

Base federal grants

Net (depreciation)
appreciation of investments

Total nonoperating
revenue

NOIIOpE'rnting ExpensE's
Fede.ral financial assistance
Base federal grant
Bond interest
AmOltizatioll of bond
prellllUIIIS

Totalllonoperntillg ).7.:t;
expenses \h

lucome BeforE' Tmusfel's
(Out) lu, Net

TI'lmsfel's (Out) I, Net

Chnug(> inn Net Position

Net Position,
YE'nr

Net Position,

B(‘giullillg DC

End ofYt'al’

Year Ended June 30, 2016

Small System

Technical Well Head Capacity State Program
Assistance. Protection Development Management
$ $ $
- 717 1,918 1,538
717 Cl 918) (1.538)



Fees and Revolving
Expenses Loan Fund
1,732 %
184
1.548
20 173
77 3,432
495 7,731
[0)) 71
591 11.407
2,139 6,363
(527) 2.689
(388) 9,052
9778 212191
9399 $ 221 243

$

Total

1,732

193
3,509
12,399

5044

12,675

(4011

8,664
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State of Arkansas Safe Drinking Water
Revolving Loan Fund Program

Combining Statement of Cash Flows
Year Ended June 30, 2016

Small System

(11l thollsollds) Tec_hnical Well Head

Ope-rating

Assistance Protection

Ac.ivities

Financing fees received $ $
Cash paid for program, administration

Net cash provided by operating activities

Noncapital

FinauC'illg Activitips

Repayment oflong telln debt
Cash paid for interest

Transfers (alit) i.n

Nonope!

InVe,'itillg

Interest received on investments

Net cash (used in) provided by noncapital
fll1allcing activities

Activities 1

Interest received on loans

Principal repayments on loans

Loan disbursements

Federal grant funds expended

Proceed from maturities of inveg,tmgints

Purchase of investments

Incl"ease

Cash and

Cash nnd

~> ="
Net cash provided by'{used,in) investing
activities  ~I),-- \~,.,F
A=l b s
(Decrease) in Ca~h and CAsh Equivnlents
S

Cash Equh'nl'ents, Beginning of Ypar

Cash Equh'nlents, End of Yenl'

Reconciliation  of Opel"nting lucome to Net Cash
Provided By Opel'ating Activities

Operating income

»
*

Changes in
ACCOIlUItsreceivable - borrowers
ACCOlUltpayable

Net cash provided by operating activities ===

(700)
rating  grants received 700

$

Capacity
Development

(1,930)
1930



State Program Fees and
Management Expense

$ $ 1,735
(187)

1.548

(1,543) (2,527)
1.543 921

0.606)

12
78
93

$ $ 1,548

B~

©
=
N
oo

Revolving
Loan Fund Total
$ 1,735
2 85)
2 1550
(1,805) (1,805)
(1,081) (1,081)"" e,
2,689 @oih
1731 _ VRl |
1.534
130
3,519
8.142
(6,407)
(4,356)
76,500
89,177
(5,791) (4.171)
19,206 20,159
13415 % 15088
$ 1,548
2
2
~~~~~ $ 1550
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State of Arkansas Safe Drinking Water

Revolving Loan Fund Program
June 30, 2016

Schedule of Expenditures of Federal Awards
Notes to the Schedule of Expenditures of Federal Awards

Independent Auditor's Report on Internal Control Over Financial
Reporting and on Compliance and Other Matters Based on an Audit
of the Financial Statements Performed in Accordance with \(.~,
Government AUditmg Stan9ards -','< =.h

~9¢«p-'1 !
\ 11~

Report on Compliance for the Major Federal Program}pri In~rnal Control Over

Compliance, and on Schedule of Expenditures of Federal Awards Required by

Uniform Guidance -Independent Auditor's Report ..5%:

m

Schedule of Findings and Questioned Costs’ ~

Summary Schedule of Prior Audit Fi~ding's
7



State of Arkansas Safe Drinking Water

Revolving Loan Fund Program
Schedule of Expenditures of Federal Awards
Year Ended June 30, 2016

Federal Pass-Through
Federal GrantorJPass~Through CFDA Entity Identifying Passed Through Total Federal
Grantor/Program  or Cluster Tille Number Number to Subrecipients Expenditures
U,S. Environmental Protection
Agency/Capitalization Grants
for Drinking: 'Vater State
Revolving: Fullci; 66.468 NIA $ 1.730.812 $ 12,308,653
"t
$ 7,730,812. $ 12,398,653
, B
e
Notes to Schedule \,!

y-
LY O

1. The accompanying schedule of expenditures If(')f federal awards (the Schedule) iucludes the
federal award activity of the State of Arkansas Safe Drinking Water Revolving Loan FlUId
Program (the Program) under programs of the federal goVellllnertor the year ended

June 30, 2016. Tlle accompallying notes are an integral part of this schedule. Tlle
iufollnation in this schedule is presented in accordance with the requirements of Title 2 U.S.
Code o/Fedeml Regulatious PiJr/ 100,Uui/onll Admillistrative Requiremellts, Cost
Priuciples, aud Audit Requiremeuts/or Federal AlI'GI'ds(Unifolln Guidance). Because the
Schedule presents only d selected portion of the operations of the Program, it is not intended

to and does not present the [mancial position. changes in net position, or cash flows of the
Progrmil. a -

2. Expendinrres rejJOlledoil the Schedule are reponed on the accmal basis of accOlUIting. Such
expendiull'es m'erecognized following, as applicable, the cost principles in OMB A-110 or
contained in the Unifolln Guidmlce. wherein cenain types of expenditures are not allowable
or are limited as to reimbmsemenl. Tlle Program has elected not to use the 10-percent de
minimis indirect cost rate allowed under the Unifol1ln Gnidance.

3. Expendinlres reflected in CFDA 66.468, Capitalization Grants for Drinking Water State
Revolving Flmds, include loans to counties. municipalities and other tax-exempt water
system entities for constlliction of new water systems, expansion or repair of existing water
systems and/or consolidation of new or existing water systems. The funding source for these
loans includes federal grant funds, state match funds mid revolving Program funds. The
fimds are disbursed to the subrecipients after expenses have been inculTedas forgiveuess of
principal and repayable loans. The outstanding loan receivable balmlce liOln subrecipients
for the year ended June 30, 2016, was $170,151,657. Total disbursements of federal fimds
for new loans made to subrecipients dming fiscal year 2016 totaled $7,730,812. Total loans
forgiven during fiscal year 2016 totaled $4,356.422. For the year ended June 30, 2016 the
Program received $4,667,841 in federal fimds for aclministTativeosts,



State of Arkansas Safe Drinking Water

Revolving Loan Fund Program
Schedule of Findings and Questioned Costs
Year Ended June 30, 2016

Summary of Auditor's Results

Fillancial Statements

I. The type of report the auditor issued on whether the financial statements audited were prepared in
accordance with accolUlting principles generally accepted inlhe United States of America (GAAP) was:
=)

t,
[9] unillodified D qualified D Adverse O piscliimer ™

2. The independent auditor's repOI1l on intemal control over [mancia! repo"ning disclosed:

|
Significant deficiency(ies)? J y «DYes fZ1 None repOlled

Material weakness(es)? DYes fZl No

3. Noncompliance considered material to the financial statements
was disclosed by the audit? , ! DYes fZl No

FederalAlrards

4.  The independent auditor's repOI1 on intemal control over compliance for the major federal awards
program disclosed:

Significant  deficiency(ies)? DYes 121 None reponed

Material weakness(es)? DYes fZl No

5. Tlle opinion expressed in the independent auditor's repOll au compliance for the major federal award
was:
['8 Diullodified D Qualified D Adverse D Disclaimer

6. The audit disclosed findings required to be reponed by 2 CFR
200.5!6(a)? DYes 121 No



State of Arkansas Safe Drinking Water
Revolving Loan Fund Program

Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2016

7. The Program's major program was:
Cluster/Program

Capitalization Grants for Dlinking Water State Revolving Ftmds

CFDA Number

66.468

8. The threshold used to distinguish between Type A and Type B programs ~~its$750.000

/<

/
9. The Program qualified as a low-risk auditee? t [8]Yes D No
[

J/‘\E‘llw," }
17 1 T
~A:
2" o, e~ 11
Findings Required to be Reported by Government Auditing Standards
. {,,~d
Reference \,; %

Number N Einding

No matters are repOltable.

Findings Required to be Reported by the Uniform Guidance
y )
Reference

Number Finding

No matters are repOltable.



State of Arkansas Safe Drinking Water

Revolving Loan Fund Program
Summary Schedule of Prior Audit Findings
Year Ended June 3D, 2015

Reference
Number Summary of Finding

No matters are reportable.

Status
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State of Arkansas Construction Assistance
Revolving Loan Fund Program
June 30, 2016 and 2015
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State of Arkansas Construction Assistance
Revolving Loan Fund Program
Management's Discussion and Analysis

June 30, 2016 and 2015

This discussion and analysis is designed to assist tlte reader in focusing on significant issues and activities
and to identify any significant changes in the financial position of the Constlllction Assistance Revolving
Loan Fund Program (the Program). Readers are encomaged to consider the infonnation presented in
conjmiction with the financial statements and notes as a whole, which follow this section ofthe report.

Discussion of Financial Statements

The June 30, 2016, basic financial statements include three required statement~:.;Th, statement of net
position; the statement of revenues, expenses and changes in net position; 'and illeWltement of cash flows.
Comparative totals as of and for tlle years ended Jlllle 30, 2015 and 2Q1.4,~ie"alsocpresented. Although
not required, these comparative totals are intended to facilitate an enhiiilced understanding of the
Program's financial position and results of operations for the CLUTeffiscal;year in comparison to the prior
fiscal years. Additional infonnation, following the Notes to Firiilllci~1Ski/eli/eilts, includes the combining
statement of net position; the combining statement ofreve.l~ues;::exp~llseand changes in net position; as
well as the combining statement of cash flows. These cOlubillingstlitements detail the Revolving Loan
FIUIdand the Fees and Expenses Fund, which comprise tlie:Prognim.

)
Condensed Financial Information - Statements of Net Position
A

(In thollsonds) ., 2016 2015 2014
(""m A i

Total assets and defen-ed outflow of

resources . $ 397,078 $ 387.347 $ 384.220
ClllTentliabilities R 2,710 4.317 5.288
Noncunent liabilities T - 28,140 —3453— 39,175
Total liabilities ;" 30.850 38.854 44,463

N\,

Net position - resu'icted by bond

resolution and program requirements $ 366228 $ 348493 $ 339757

The Program’s total assets and defened outflow of resomces have increased over the past tlnee years. At
June 30. 20186, tlle total assets increased $9.7 million as compared to June 30. 2015. The pllmalY factor is
the increase 0f$9.6 ntillion in loans receivable - restricted. At JIUle30, 2015, the total assets increased
$3.1 million compared to June 30, 2014, which was primarily atu'ibuted to an increase 0f$38.2 million in
cash mld cash equivalents and investments - CIUTenportion, which was offset by a decline in loan

receivable - restricted 0f$34.8million.  The following table reports loml activity for each year (in
thousands):



State of Arkansas Construction Assistance
Revolving Loan Fund Program
Management's Discussion and Analysis

June 30, 2016 and 2015

2016 2015 2014
LQan disburselllents $ 24,055 $ 23,776 $ 41,007
LQan repayments 14411 58.596 33,255
Net increase (decrease) in IQansreceivable $ 9644 $ 1752

The fQIIQwingtable reflects the disbursement Qfftmds tQnew and existing Ianh61'rowers (in thousands):

2016 - 2014
”1 "t._'._.
New IQans $ 10200 ™,;$1 10,350 $ 13.500
LaRn disbmsements - new 1Qans " 982 1,030 7,009
- )”‘)- \I}m
Existing 1Qans |f 76_.3\50“ 79,500 156,000
Laan dishursements - existing 1Qans ‘~"‘il;2§"'073 22.746 33.998

n?”

The Program cQntinually made IQansfrom Em:'iro~in~ntai'prQtectiQnAgency (EPA) federal grant fnnds,
prepayment ftmds, state matching ftmds and revQliiin'gProgram ftmds, The PrQgramreceived federal
ftmds in the fQlIn.ofan allllnalcapitalizatiQn gffint (Base), elm-ently, the PrQgram is expeliencing a
decline in the milliber .ofrequests frQmlllullieipalities fQrassistance in maintaining their wastewater and
sewer systems. In the cuuent fiscal y~~r,the PJ.;Qgnuincreased the amOImt.offederal ftlllds disbmsed
while utilizing state match ftmds aild'reVQIvingprogram ftmds. Tlle Prograllimatches federal grant
awards priar tQreceiving the federal grailt“ilta rate .offive federal dQllarstQ.onestate dQllar. In the
ClUTellfiscal year, the PrQgram,h~e~.,~8,8milliQn ft'am 2014 federal capitalizatiQn grant and $3,8 million
from the 2015 federal capitaiJatiQn'grant.  Tlle 2015 federal capitalizatiQn grant has $5,0 million left tQ
draw which is to be used fOl:additional subsidy (principal fargiveness laans) as required by EPA. In the
ClUTentear, the Pragi'am disbursed the remaining $304,000 .ofstate match funds relating the 2015 federal
capitalizatian grant and"'h:i'millian .ofthe state match ftmds relating tQthe 2016 capitalizatiQn grant. Per
EPA guidelines and Arbnsas Natural Resaurces Cannnissian (ANRC) palicy, all state match must be
matched with federal dQllarsan .orpriar ta the receipt .ofthe federal funds and ANRC has chQsen tQftmd
laans with state match funds priQrtQuitilizing the federal capitalizatiQn grant. In the previQus fiscal year,
the PJ.'Qgrammatched $2.8 milliQnand disbursed $2,5millian relating tQthe 2014 and 2015 federal
capitalizatiQn grant. The 2009 Issue Prepayment FIUIds(Prepayments) finctuate based upQn the laan
payaffs. The PrQgram's general bQndresQlutian allQwsprepayment ftmds tQbe used tQmake new 1Qans
within 90 days .ofreceipt, pay principal and interest at debt service .orpay principal and interest .oncalled
bQnds. The Prepayments used tQftmd IQansin fiscal year 2016 were fram cutTentyear laan paY Qffs.



State of Arkansas Construction Assistance
Revolving Loan Fund Program
Management's Discussion and Analysis

June 30, 2016 and 2015

The table below reflects the amolUItsused liOllleach funding somce for fiscal years 2016, 2015 and 2014
(in tilOusands):

2016 2015 2014
EPA Federal
Base $ 12,546 $ ,.1,886 $ 5,714
State Matching 2,049 . h\2519 728
2009 Issue Prepayment FIUlds 290 [, 6;468 13,105
Revolving Program Funds 9170 . ... ™M2903 21.460

$  24055..1, 8. 23776 $ 41007
Ll "
Also, tile Program utilized its cash within the Program as ar)additioHal funding source, essentially
revolving tile assets. Tlle Federal fiscal year 2016 Base lll:al1t'~\been approved by the EPA in tile
amolmt of$8.7 million and will be available in September2016J \
g,
The Program's total liabilities decreased to $3q.9million'ittllllle 30, 2016, from $38.9 million at .hme 30,
2015, from $44.5 million at llme 30, 2014. The'deciine 0f$8.0 million in fiscal year 2016 was atllibuted
to the schednled bond redemptions and theppHolalredemption of the 2009 Series A bonds. The decline
of $5.6 million for fiscal years 2015 was attributable to the scheduled bond redemptions.



State of Arkansas Construction Assistance
Revolving Loan Fund Program

Management's Discussion and Analysis

June 30, 2016 and 2015

Condensed Financial Information - Statements of Revenues, Expenses and Changes in
Net Position

(In thol/sonds)

2016 2015 2014
Operating income $ 2.044 $ :2)06 $ 2352
W
Total interest income 4,687 5,068 5,498
Base federal grants 12.852 oo 12323 7.693
; .\
Total nonoperating revenues 17,539\ -~ 73T 13191
'~~ fi.:

Total interest on bonds and notes I;"'"Ol’,B?Z Ly 1,803 2,222
Total amortization expense S~ (587) (638) (933)
Federal financial assistance L 3 116 1630

Total nonoperating expenses 1.008 1.281 2.919
Transfers in (out), net (840) 320 (980)

Change in net position.’;"-.I. 17,735 8,736 11,644

~hil<ti~

Net position X,

Beginning of year 348493 339757 328113

i <
End ofyeal:  }) $ 366228 $ 348.493 $ 339.757
TALY)

Total operating income, which represents the 1% selvicing fee paid by the bOITowersless any expenses of
the Program, has declined over the past tin'ee years. Financing fee income decreased $254,000 dming
fiscal year 2016 and $57,000 during fiscal year 2015. Loans in repayment al'epaying on a declining loan
balance. Tlle Program is still making new loans. but the total financing fee being paid by new bonowers
is less than the total fee paid by the older bOlITowers, Tlle Program llas seen a decline in loans over the
past few years due to tile economy, increased loan prepayment rate. tile interest rate enviromuent and the
regulations placed on the Program by goveming agencies. In the prior fiscal year, the Program's decrease
in finallcing fee income cOlTelatedto the decrease in loans receivable - restricted, The Progralu received
$435 million inloall prepayments in the plior fiscal year. Program administration expenses totaled
$247.000, $239.000 and $250,000 for the fiscal years ended June 30, 2016, 2015, and 2014, respectively.
These expenses included amounts paid for audit expense, tlllstee fees and the administrative fee paid to
the Arkansas Development Finallce Authority (ADFA),



State of Arkansas Construction Assistance
Revolving Loan Fund Program
Management's Discussion and Analysis

June 30, 2016 and 2015

Total nonoperating revenues have fluctuated over the past three years. Revenues fi'om investments were
$690,000. $483,000 and $148,000 for fiscal years ended Jime 30, 2016, 2015, and 2014, respectively.
The Program maintains liquidity to ftmd projects as needed. The Program invested excess ftmds in U. S.
agencies obligations and U. S. Treaslllies obligations at higher yields than Clll1'entoney market mutual
ftmd rates. The Program’s investment portfolio is stl11cturedvith mattnities every six months to ensure
availability of ftmds, if needed. and to capitalize on higher long term yields. Tire average retum on cash,
cash egnivalents and investments was 0.28%, 0.05% and 0.07% for years ended"Jmre 30, 2016, 2015. and
2014, respectively. The Program has $69.4 million of investments matminhg 1Jy,Jujj~2017.

I~ e,
Interest received on loans has declined over the past tlrree years. FOL1:tlrdlscal year ended June 30, 2016,
the interest on loans declined $912,000 which is attributed to the increase'd)oan prepayment rate. For the
fiscal year ended June 30, 2015. the interest on loans declined $,407,000.,,)1le total amOImtof
prepayments was $360,000 and $43.5I1lillion in fiscal years 2016 aiid20is, respectively. The Program is
ftmding loans. but the mterest rates on the new ftmded loans aré lowsF than older ftllly ftmded loans. The
average rett11lon loans was 1.79%. 2.01%, and 2.08% for.the'ns'eal years ended Jime 30, 2016, 2015, and
2014, respectrve V. >0 <yl

"J ~",
Base federal grants revenue increased $10.5 milliOliin tlle'CtliZ'enfiscal year. The Base federal grants
guidelines allow for the funding of forgiveness' ofprjir,ipal and repayable loans. Tile Program has
expended the fiscal year 2014 grant totaling $8:8}r~Ilion and $3.8 million of the fiscal yem 2015 grant.
The loans of the Program have a two year!coilstl1ICtiorperiod in which many existing loans are being
ftmded. In tire pliol' fiscal year, tirebas.e federal grants revenue decreased $5.4111illion. Tile Program had
$8.8 million of the Federal Fiscal Yearl014 grant to expend for loans. mfOlmation regarding when Base

federal grant awards were expende~ forcoilstmction draws and principal forgiveness loans is as follows
(in thousands): R

ST Amount  Expended in

Eederal Award Year FY2014 FY2015 FY2016
oo

2011 360 $

2012 613

2013 6,371

2014

2015

Z;i g g $~~~II|I

Total nonoperating expenses declined $273,000 in fiscal year 2016 and $1.6 million in fiscal year 2015
which is primarily attributed to the decline offederal financial assistance expense. Dilling fiscal years
2016 and 2015, the Program forgave principal of $3,000 and $116.000, respectively. The Program's
interest on bonds and notes decreased $211,000 and $419,000 during fiscal years 2016 and 2015.
respectively. which conelated to the decrease in bonds payable.



State of Arkansas Construction Assistance
Revolving Loan Fund Program
Management's Discussion and Analysis

June 30, 2016 and 2015

Transfers in and out are complised of transfers to or from other state programs or agencies. In the CUITent
fiscal year, the Program has transfers out of $840,000 to ANRC for administrative expenses. In the prior
fiscal year. the Program received transfers in of $1.0 million from the ANRC Water, Waste Disposal and
Pollution Abatement Facilities General Obligation Bond Fund Program to fnnd state match, which is
offset by transfers out of $680,000 to ANRC for administrative expenses of the Progranl. The filllding
source for the adlllinistrative expenses is the 4% set aside of the EPA capitalization grant along with other
fimds deposited into the Fees and Expenses FImd. i
. ~ i,

The net position of the Program increased $26.5 million in the past two ye~~s: Tile .1JOndesolntions and
the Program restrict all of the net position. "~ pees,

\~ o
The overall financial position and results of operations of the Prggnyiiha\_/e_ “improved.
st o
Contact Regarding the Program oL
This fmancial report is designed to provide bondholder~, :~:n~~iil:~ntand business partners with a general
ovelview of the Program's finances and to sllow tlle Prégra;il's~ccol\lltability for the fimds it administers.
Questions about tllisrep0l1 and requests for addition~1financial infollnation should be directed to the
ADFA Vice President for Finance and Admillistrati9nby telephonillg 501.682.5900 or by comacting tile
ANRC Water Development Division Chie?;@lg '501.682:1611.

o



State of Arkansas Construction Assistance
Revolving Loan Fund Program

Statements of Net Position
June 30, 2016 and 2015

(In thousands)

Current  Assets

Cash and cash equivalents

Accllled interest receivable
Investments
Loans

ACCOIUIts receivable
BOITowers

Investments - Cllneut portion

Total cun'ent assets

NOlC'UL1TE'ut Assets

Investments - restl;cted
Loans receivable - restricted
Constl111ction

Wetlands mitigation
TotalnOllcunellt  assets

Total assets

Ddl'l'l'ed Outflow of RpsolllTes\": ,)'~~:'
Deferred charge on refunding, :i,_,..;,~"

S~

, L nt,,

elllTeot Liabilities . ,.,If . }
Accounts payable S

Accmed interest payable
Bonds payable -'ctU"I_:I?tIt portion

Total current liabilities
NouculTellt LiabiUties
Bonds paYClblenet of unamortized premiums

Total liabilities

Net Position
Restricted by bond resolution and program requirements

See Notes to Financial Statements

$

2016 2015
58,533 $ 101,162
154
258
154
29715
128411 161.443
33,139
234,595 224,951
933 933
268.667 225.884
397078 387327
20
195 184
110 133
2400 4.000
21710 4317
28 140 34537
30,850 38.854
3662'8 $ 348403

10



State of Arkansas Construction Assistance
Revolving Loan Fund Program
Statements of Revenues, Expenses and Changes in Net Position
Years Ended June 30, 2016 and 2015

(11/ thol/sands) 2016 2015

op('latillg RE'VE'IU(>S
Financing fees income $ 2,291 $ 2,545

Op€'l'~-HugExpenses

Prograul administration 247 _ 239
Lo
Ope-rating  IncomE' y 1.2.04% 2.306
G
. “an
NOUOpN'atiug  Re,'euu(>s Radad
Base federal grants 12,852 2,323
Interest 01linveshnents 690 483
Interest on loans 4,107 5,019
Net depreciation of investments (1 10) (434)
Totaillolloperating revenues 17.539 7.391

Nonoperating Expeus(>s
Federal fmaneial assistance

Base 3 116
Bond interest 1,592 1,803
Amortization  of bond prellliwlls (587) (638)
~hnit

Totall101l0peratilly ~ expenses ~>{~";:"~" 1.008 1.281
Iy

lurome Bdore Trunsfers (Oilt)'ID.; NE't 18,575 8,416
,I,::'r,l'"“U;I!I:'" . \:|."'y

Tronsfe1's (Out) In~ N, ™~ (840) 320

A

Change in Ne-t Po!Miol;l,"Y 17,735 8,736

Net Position, Bl"giuuiug of Year 348.493 339,757

Net Position, End ofY(>:I1' $ 166228 $ ,4849,

See Nares to Financial Statements



State of Arkansas Construction Assistance
Revolving Loan Fund Program
Statements of Cash Flows
Years Ended June 30, 2016 and 2015

(1N 'hol/solids) 2016 2015
Opt“I'nting  Arti"ities
Financing fee income received $ 2,303 $ 2,647
Cash paid for progranl administration 236) (268)
Net cash provided by operating activities 2,379
Noncapital Financing Activities
Repayment of long-teml debt (4.925)
Cash paid for interest (1,804)
Transfers (out) in 320
Nonoperating grants received 2.338
Net cash provided by (used in) uOllcapital fmancing
activities {n 3.012 4.071
Inn"'sting Activities N
hiterest received o1 investments 704 345
Interest received on loans 4,137 5,289
Purchase of investments ; (141,935) (87,331)
Pmceeds from maturities of i.11Vestllle~ts':- 99,033 66,997
Loan disbursements 1"\ (24,055) (23,776)
Principal repayments on loans:" *,~,~!: 14,411 58,596
Federal grant fimds expellded}i:.;~:, ;:~"~~r:' Q) (U6)
St \~i~
Net cash (used inrp{({\}/_ided by investing activities 47.708 20.004
N AVE
(DecnAse) Incl'ens'~'i~~}'§l),asi1'nd Cash Egnivnlellts (42,629) 18,312
Cash and Cash EqQni,.~~,il~#sginning of Ye-u 101,162 82850
Cash nnd Cash Equivalents, End ofYenr $ ~833 $ 101 162

See Notes to Financlal Statements



State of Arkansas Construction Assistance

Revolving Loan Fund Program
Statements of Cash Flows (Continued)
Years Ended June 30, 2016 and 2015

(IN"hollsallds) 2016

Reconciliation of Op("I'ating Income to Net Cash Providt'd By
OPel’:Itiug Activities

Operaring income $ 2,044 $
Changes in
Accowlts receivable - borrowers 12
Accolults  payable L 11

Net cash provided by opemting activities

See Notes to Financial Statements

2,306

102

2.379
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State of Arkansas Construction Assistance
Revolving Loan Fund Program
Notes to Financial Statements
June 3D, 2016 and 2015

Note 1: Nature of Operations and Summary of Significant Accounting Policies
Nature of Operations and Reporting Entity

The State of Arkansas Constlllction Assistance Revolving Loan FImd Program (the Program), an
entelprise fund of the State of Arkansas, was created pursuant to the 1987 Amendments (P.L.I 00-
4) to the "Clean Water Act" (P,L,92-500) to provide a pelpetual fund foa-mancing the constlllction
of wastewater treatment facilities for municipalities and other pnbliS elitities'!('lhe Program is to be
capitalized with federal grants liOln the U.S, Envirolllllental ProtectionAgenc'y (EPA) and state
matching funds on aratio of five federal dollars to one state dollaL,” ™.

As of July 2001, Arkansas NaMal Resources CouuuissiOli(ANRc:;ffonnerly known as Arkansas
Soil and Water Conselvation Commission, became the lead agency for the Program (previously led
by Arknnsas Depnllment ofEnviromnental Qnnlity);.A~hend!agency, ANRC is respOll~iblefor
perfonning technical project reviews, monitOling cOllsHi.IC'ti@hd coordinating the totnl
manngement of the Program. Act 1243 of 2006autll(111zedthe name change to ANRC, which has
not had an impact on the Program, Ar'kansas Development Finance Authority (ADFA) selves as
fmancialmannger for the Pr;gramunderan iliterageucy agreement ADFA is respousible for
investing and disb1ll'singftmelsis nuthollzed by the lend agency, selvicing loans, preparing nnd
submitting monthly finaneial repor~all(ranlllial financial statements and procming nudit selvices.
ADFA is reimbmsed for Program administration costs through a calculation based on loans
outstanding in accordance -.yiththe interagency agreement. The amounts incuned to ADFA for

aruninistration costs for theyeal;sended June 30, 2016 and 2015, were $190,000 and $184,000,
respectively.

RN A A
The Arkansas Agricultilre Water Quality Loan Program (AAWQLP) is accounted for within the
Program. Under tlie AAWQLP, ANRC establishes noninterest-bearing cash accounts with
financial institiitiolls.,in fiscal year 2007, an agreement was estnblished with AgriBank in which
AAWQLP would jmrchase a noninterest bearing bond in conjmiction with loans made by
AgriBank Imder the AAWQLP guidelines. Loans are originated by tlle fmaneinl institution or
AgriBank to the fatlllers or propelly owners that provide for the installation of water quality, anti.
pollution equipment Interest income nomtally eamed on these balatlCesat the financial
institutions or on the bond is used to reduce the interest rates applicable to the loans obtained by the
fatlllers or other property owners, ANRC has established a Progmlll cOl1U'ibutionlimitto
AAWQLP in the amount of$25 million. As oflime 30, 2016 and 20 IS, the AAWQLP had $7.9

million ane!$9.7 million, respectively, in deposits and investments with vat'ious financinl
instimtions.

14



State of Arkansas Construction Assistance

Revolving Loan Fund Program
Notes to Financial Statements
June 30,2016 and 2015

Use of Estimates

TlJe preparation of financial statements in confollnity with accOlmting principles generally
accepted in the United States of Ametica requires management to make estimates and assumptions
that affect the reported amOlmts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the repOlted amOllllts of revenues and expenses
during the repOlting period. Actual results could cliffer from those estimates. Material estimates

that are particularly susceptible to significant change relate to the deterrl:riJ.;al19rof fair values of
investments. ot

Measurement Focus, Basis of Accounting and Financ/ill. Statement Presentation
LT
Tlre Program is accOlmted for as an enterprise fund for fulancial reporting plliposes mid utilizes the
economic resource measmement focus and accmal basis'of a2c'tlimting wherein revenues are
recognized when eamed mld expenses when in~_|||%;ed.
i,~'0:,> !
Operating revenues and expenses are distulguisi;~d fr~;li'llonoperating items Ulthe Program's
statement of revenues, expenses and changes' in net'l)osition. Operatulg revenues and expenses
generally result fi'om providing service~,in ‘conlr~ction with the pruleipal ongoulg operations. All
revenues and expenses not meetulg fillS oefimtion are repOlted as nonoperating  items .

Recently Issued Account/ngPro~oJhcements

GASB Statement No. 72, 1[é1'r]',ro|'1i8 Measllrement and Application (GASB 72): GASH 72
addresses accOllllting and.fWAlIcial reporting issues related to fair value measurements. The
defmition offair' value}s'the price that would be received to sell an asset or paid to transfer a
liability in an ordefly timl!;action between market pmticipants at the measurement date. GASB 72
provides gUic\;illce f01",(jeienuining a fair value measmement for flllancial reportulg plllposes that
aligns with the FinanCial AccOllllting Stmldards Board's Topic 820. GASH 72 also provides that
all assets meeting the definition of an investment in the Statement should be measmed at fair value.
unless the Statement provided otherwise. Certain disclosures related to all fau' value measurements
are regnired (See Note 5). GASB 72 enhances comparability of fmaneial statements among
govenunents by requiring measmement of certaul assets and liabilities at fair value using a
consistent and more detailed definition of fau' value and accepted valuation techniques. GASB 72
also enhances fair value application guidance and related disclosures in order to provide
ulfonnation to fmancial statement users about the impact of fair value measurements on a
govemment's  financial position. GASH 72 is effective for finmlcial statements for fiscal years
beguming after June 15,2015 and any prior periods presented should be restated. including
disclosmes. if practical. See Note 5 for disclosures required by GASH 72.

15



State of Arkansas Construction Assistance

Revolving Loan Fund Program
Notes to Financial Statements

June 30,2016 and 2015

Cash and Cash Equivalents

The Program considers all liquid investments with originalmatmities of tin'ee months or less to be
cash equivalents. At June 30, 2016 and 2015, cash equivalents 0f$58.5 million and $101.2

million, respectively, consisted primarily of money mmket mumal funds with vm'iable imerest
rates.

Included in cash equivalents on the Program's statement of net positiOlflisthe Fees and Expenses
Fmld witll a balmlce of approximately $3.7 million and $1.9 milliOlf.atJllile 30, 2016 and 201S,
respectively. Tlus ftUldcontains fees charged ou loans of the ~rogr'anra~.,allowed by EPA, federal

grant achllinistration set aside ftmds and interest emllings ofth~,ftmd. These ftmds may be used at
tile discretion of ANRC to ftllld expenses of tlie Program.,"™, “h., J'

Investments ~HY!

i"";;lz':”“\”

, ~.\.
Investmeuts m'ecmTiedat fair value. Fair value is ggtenllined using quoted mm'ket prices.
" h

Bond Issuance Premiums

ar

Prenuums on sales of bouds are capiia,lized,~&&re amollized over the telm of the bouds using the
effective interest metilOd. Early retirement of bonds results in the acceleration of amOllization of
premiums. :
Financing Fees
A<l
The Program receives, a' 1%;!;;;ilthly fmmicing fee from bonowers .

Net Position RE“‘),,I"'t“djb%u Resolution and Program Requirements
Sl

Net position restlict~d by bond resolution aud program requiremeuts represents ftmds restricted due
to the specific provisions of the Program.

Income Taxes

As an essential govennnent ftmctiou of the State of Arkansas. the Program is exempt from income
taxes uuder Section 115 of tile Imemal Revenue Cocleand a siuular provision of state law.

Reclassifications
Cellaiu reclassifications have beeu made to the fiscal year 2015 fmancial statements to conform to

the fiscal year 2016 fmancial statemeut preseutatiou. These reclassifications had uo effect ou the
chauge iu uet positiou.

16



State of Arkansas Construction Assistance
Revolving Loan Fund Program
Notes to Financial Statements
June 30, 2016 and 2015

Note 2: Deposits and Investments
Deposits

Custodial credit !isk is the !isk that in the event of a bank failure, the Program’s deposits may not
be relllllled to it. The Program's deposit policy for custodial credit risk requires compliance with
the provisions of state law and bond indennn'es. Deposits are collateralized for those amOlmts
exceeding federal depositOlYinsnrance, typically with obligations o.ftlie .U"S.;;TreasUIMJ.S.
agencies or insullmentalities or mUIlucipal bonds having an aggregate market valne at least egnal to

105% of the amount of the deposits as directed in the State Board of Finance Cash Management of
Fmlds, Rule 20I2-A. U

7 );

AR RS SN
At Jime 30, 2016 and 2015, $2.1nullion and $3.0 nullion of theprogram's  deposits (mld canying
value) of $4.6 million and $6.1 million were exposed to 6ustodHii credit risk as follows:

(U1 thousauds) A AX vy W 2016 2015

Uninsmed and collateral held by pledging'fmancial
instinttion tmst depallment or ageili ui'tlie.Program's
name';~,>. B $ 2058 s 2963

Investments )
P

Arkansas stallltes and the Prolil:mI\'SGeneral Resolution anthorizes the Program to invest in dilect
obligations of the U.S.gbv~iiuneilt; obligations on which the principal and interest m'e fully
guaranteed or are fullf~eClrred, insured or covered by conunitments or agreements to purchase by
the U.S. goveniliielit;'obligations of agencies and instntmentalities created by act of the United
States Congress' and allthorized thereby to issue secmities or evidence of indebtedness, regardless
of guarantee of repa:Ylnenby the U.S. govennnent; obligations of political subdivisions of the
U.uted States; certain obligations issued by the State Board of Education; short-tellll wanants of
political subdivisions of the State of Arkansas and nnUlicipalities; the sale of federal flUldswith a
manrrity of not more than one business day; demand, savings or time deposits fltlly insmed by a
federal deposit insmance agency; repurchase agreements that are fltlly insured by obligations of the
U.S. govellnnent, any U.S. state or any political subdivision thereof; secnrities of, or other interest
in, any open-end type investment company or investment tnlSt registered mider the Investment
Company Act of 1940. and which is considered a money market flmd, provided that the pOl1foliois
linuted principally to U.S. govellnnent obligations and the investment company or tmst takes
delivelY of collateral either directly or tiu‘ough an authOl1zed custodian; guaranteed investment
COlmacts;and bank cellificates of deposit.
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State of Arkansas Construction Assistance

Revolving Loan Fund Program
Notes to Financial Statements
June 30, 2016 and 2015

At lime 30, 2016 and 2015, tlle Program had the following investments and matmZ1ties:

(In thal/sands) June 30,2016
Maturities in Years
Less More
Type Fair Value than 1 1-5 6-10 than 10

U.S. Treasmy ';'I\~...~.~h

obligations $ 15015 $ 15,015 $ AL $
U.S. agencies

obligations 87,492 54,353 (43;139
Money market e~

mutual funds 53,887 53,887 \

$ 156394 12'3';'2,{?5%,,'%' 33139 §

"0

(In thal/sands) June 30, 2015
Maturities in Years
"> ' Less More
Type Fair Value "™, than 1 1-5 6-10 than 10
U.S. agencies
obligations o\ 99715 8 59,715 $ $
Money market |(” ,")
mumal fImdsi'j,\ 95.016 95,016
Total $ 154731 $ 154731 $

I1/1erest Rare Risk-As  a means of limiting its exposure to fair value losses due to rising interest
rates, the Program limits the mattuity of invesUnentsto expected casll flow needs of tlle Program.

Credit Risk-Creditrlsk is tlle risk tllat the issuer or other counte1]Jallyo an investment will not
fulfill its obligations. Tlle Program's invesunents in U.S. agencies obligations not directly
guaranteed by the U.S. govennnent were rated "Aaa" or not rated by Moody's Investors Selvice
and rated "AA+" or not rated by Standard & Poor's and its invesUllentsin money market muttlal
fimds or investments of those flmds were rated "AAA-mf' or "AAA" by Standard & Poor's and
"Aaa-mf' or "Aaa" by Moody's Investors Service.

Cl/slodial Credit Risk-For an investment, custodial credit risk is the risk that. in the event of the
failme of the cOlmterparty, the Program will not be able to recover the value of its investment or
collateral seclllltiesthat are in the possession of an outside patly. Tlle Program's invesUnent in
muttlal flmds are not classified by custodial credit risk categOIY ,as they are not evidenced by
secmities in physical or book entlY fonB.

18



State of Arkansas Construction Assistance
Revolving Loan Fund Program
Notes to Financial Statements
June 30,2016 and 2015

COl/cel/tration of Credit Risk-Tlle Program places no limit on the amount that Ulay be invested in
anyone issuer. Investments of the Program (not guaranteed by the U.S. govenunent or considered
Ulumal fuuds) representing 5% or Ulore of total investments are as follows (in thousands):

Issuer Fair Value Percentage

Federal Home Loan Bank $ 40.688 ;. 26%

T
Federal Home Loan MOIlgage Corporation e
" "'t:wll~ 1

Federal National MOIlgage Association CAl LT
4L .|,.,,.,]|15,o4o

28,550 18%
o’

10%

[T

Summary of Carrying Values \~\~ H'
The carrying values of deposits and investments, are,inclltd~d in the statements of net position as
follows: ' V!

yhloyy e e gy
n

(17 t'ol/sands) 2016 2015
Cauying value .,
Deposits “ $ 4,646 $ 6,146
Investments Nt 156,394 154,731
VP
ol }< $ 161040 S 160877
Included iU.Ihe f611(I\vingstatement of
net position captions
Cash and cash equivalents $ 58,533 $ 101,162
Investmelits - cuneut portion 69,368 59,715
[livestments - resllicted 33.139
$ 161,040 $ 160877
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State of Arkansas Construction Assistance
Revolving Loan Fund Program

Notes to Financial Statements
June 30, 2016 and 2015

Note 3: Loans Receivable

The Program originates loans with Arkansas mlmicipalities, sewer improvement districts. and
water facilities boards for financing the constmction of wastewater treatment facilities. The loans
are payable in semi-annual installments. At Jime 30, 2016 and 2015, such loans had a callying
value of approximately $235.5 million and $225.9 million, respectively, of which approximately
$19,4 million and $45.9 million, respectively, are for projects stillunde~H)II~l1uction. The loans
bear interest ranging from 0.00% to 3.75%, and are collateralized by special ii~sessments, user

charges or sales and use tax bonds issued by the numicipalities, sewer improvement distlicts and
water facilities board. L

Act (ARRA) federal ftmds. As of Jime 30. 2016, the Progral*'s.culTent loan balance of ARRA
loans was $10.2 million which was ftmded with ARRA.311cbilier Program ftmds

TIl'ough the years ended June 30, 2016 and 2015, i'64~},;lllion  and $629.9 million, respectively,
in cUlllulative loans had been approved for ftmdltig. A:t"JIme30. 2016 and 2015, $29.8 Illillion and
$43.9 nullion, respectively, remained enc\lluberedahd awaiting disbursement to loan recipients.

\
|
Note 4: Bonds Payable
i frn
Bonds payable were as follows at Jime 30:
(bl thousands) v i - Final Maturity
Series ... .Z.. I, (interest Rate Range Dates 2016 2015
2000A
Serial - 2.50% - 4.00% 6/1/2018  $ $ 5,005
2011-C
Serial 3.25% - 5.00% 6/1/2028 27.890 30.290
27.890 35,295
Unamortized premiums 2.655 3.242

$ 30545 $ 38537
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State of Arkansas Construction Assistance
Revolving Loan Fund Program

Notes to Financial Statements
June 30, 2016 and 2015

Activity in bonds payable for 2016 was as follows:

Beginning Ending
(In thol/sal/ds) Balance Additions Reductions Balance
2009-A $ 5005 $
2011-C 30,290
Total bonds
payable $ MiI95 s _

L -
"
, Ui o

Amount Due
within One
Year

N
>
o
o

740"

The principal amown shown above differs from the amo,uilton the statement of net position due to

[lllamOQltized premiwns of approximately $2,7 mill\,on;™""":i:"."?"
AT

st

Activity in bonds payable for 2015 was as follows: .., 7

I (.1
~t ~! v {1 oy
Beginning \,.. ' Ending
(I thol/sal/ds) Balancei)..""Additions Reductions Balance
2009-A $, §~525 $ $ (1,520) $ 5.005
2011-A i 1.(30 (1,730)
2011-C oy 31.965 (1.675) 30,290
A
Total bonds payable f $";40220 $ _ $  (4925) $ 35295

Lt

Amount Due
within One
Year

$ 1,600
2400

$ 4.000

The principal amOImt shown above differs from the amount on the statement of net position due to

unamortized premiums of approxinlately $3.2 million,

21



State of Arkansas Construction Assistance

Revolving Loan Fund Program
Notes to Financial Statements
June 30, 2016 and 2015

Allllual debt service requirements to maturity for bonds payable are as follows:

(111 thol/sollds) Principal Interest
Fiscal year ending June 30.

2017 $ 1,317
2018 1.197
2019 1,079
2020 933
2021 796
2022- 2026 2,059
2027 - 2028 115

7,496

Unamortized premiums

1496

Tlle Program did not have any new bond..:issu'athces in CllITentor previons fiscal years.
FTT

Note 5:  Disclosures About.Fair Value of Assets and Liabilities
L
Fair value is the price that wOllldbe received to sell an asset or paid to u‘allSfera liability in an
orderly transaction betWeeti"iilarketparticipants at the measmement date. Fair value
measurements nlllst )llaxinuze the use of observable inputs and minimize the use of IUlobselvable
inputs. Tllere is a hieraJ:thy of tluee levels of inputs that may be used to measme fair value:

\, At
Levell Quoted prices in active markets for ideutical assets or liabilities

Level 2 Observable inputs other than Level I prices, such as quoted prices for similar
assets or liabilities: quoterl prices in markets that are not active: or other inpnts
that are observable or can be cOIToboratedby obselvable market (lata for
substantially the full tenn of the assets or liabilities.

Level 3 Unobselvable inputs snppOlted by little or uo market activity and are significant
to the fair valne of the assets or liabilities.



State of Arkansas Construction Assistance

Revolving Loan Fund Program
Notes to Financial Statements
June 30, 2016 and 2015

Recurring Measurements

The following table presents the fair value measurements of assets recognized in the
accompanying financial statements measmed at fair value on a recuning basis and the level within
the fair value hierarchy in witich the fair value measmements fall at June 30, 2016 and 2015:

Jun 1302016
(il/ thol/sal/ds) Eair Value Measurements  Using
A I,
Quoted Price. in , ’S.ignificant
Active ~!:,rk~_ts.,t Other Significant
for Id.~nti.caP"™,) Observable Unobservable
Tvpe Fair Value Assets (level 1) Inputs (level 2) Inputs (Level 3)
U. S. Treaswy obligations $ 15;015$:.w
U. S. agency obligations 87.492, i
Total $ 12507 $ _ ___
June 30, 2015
(in thol/sands) Eair Value Measurements Using

Quoted Prices in Significant

Acti.ve Markets Other Significant

for Identical Observable Unobservable
Type, Fair Value Assets (Level 1) Inputs (level 2) Inputs (Level 3)
$ D5 % - $ 56175 $ 35M!

Following is a description of the valuation methodologies and inputs used for assets measmed at
fair value on a reclll'ringbasis aud recognized in the accompanying financial statements. as well as
the general classification of snch assets pursuant to the valuation hierarchy. There have been no
significant changes in the valuation techniques during the years ended June 30, 2016 or 2015.
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State of Arkansas Construction Assistance
Revolving Loan Fund Program

Notes to Financial Statements
June 30, 2016 and 2015

Where quoted market prices are available in an active market, secmities are classified within
Levell of the valuation hierarchy. The Program’s investments were not classified as Levell
securities at .Ttme30, 2016 and .TUII80, 2015. Level 2 securities inclnde U.S. Govenmlent and
federal agencies and U. S. Treasmy Notes. If gnoted market prices are not available, then fair
values are estimated by an independent third-party pricing selvice using pricing models, quoted
plices of securities with similar characteristics or discounted cash flows. For these investments.
the inputs used by the pricing service to determine fair value may include-Olle,or a combination of
obselvable inputs such as bencinlimt yields, reported trades, brokerldeillel: gilOtes, issuer spreads,
two-sided markets, bencillUm'ksecmities, bids, offers and referenc~ data'market research
publications mid are classified within Level 2 of the valuation hienlrcliy,\ In cwain cases where
Levell or Level 2 inputs are not available, securities are ~la?si~ed ‘within Level 3 of the hierarchy.
The Program has classified one investment as Level 3.,The ~rogralh has a relationship with Agri
Bank in where the Program purchases a Federal Farm Ciedit:~ond. This investment is marketed

only to the Program and the Program has concluded thefair market value to be equal to the par
amount. TS A

Note 6: Significant Estimates anctConcentrations
-~ S
Accounting principles generally ac~~pted|||the United States of America require disclosure of

celtain significant estimates 1Uld,cIment'vulnerabilities dne to celtain cOllcentrations. Those

matters include the followirig}™"",_ <

Economic Dependency,,;"'
hS

lit the cmrent ydi';'ihi'prograrll's ~ federal revenue reverted back to histOlic levels showing the
dependency of fe~eral'revenue on the Program. In the prior year the Program's federal funds had
declined. The impactof the revenue varies from year to year, and, for the year ended Jime 30,
2016 and 2015, the 'Progrmll received 65% and 23%, respectively, of total revenue in the fOlmof
federal grants. As of June 30, 2016 and 2015. the Program has $5.1 million of the Federal Fiscal
Year 2015 grant and $8.8 million of the Federal Fiscal Year 2014 grant remaining to disburse.
respectively. The Federal Fiscal Year 2015 grant is available to fnnd principal forgiveness loarls
and adminisu'ative costs while the Federal Fiscal Year 2014 grant funds were available for
principal forgiveness loarls and base consUlIction draw loans.
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State of Arkansas Construction Assistance
Revolving Loan Fund Program
Notes to Financial Statements
June 30, 2016 and 2015

Principal Forgiveness Loans

In the fiscal year 2013, the Program began ftllldingprincipal forgiveness loans (PF) with Base
federal capitalization grant ftmds. EPA required, as part of the Base capitalization graut
requirements, that a percentage of the grant be available as subsidy to eligible borrowers. With the
federal fiscal year 2010 and 2011 capitalization graut, at least 30% of the grant would be in the
fonn offorgiveness of principal, negative interest loans or grants. Tlle,~erCSlltagewas changed to
be not less than 20%, but not greater than 30% of the federal fiscal Y,ear20i'2";tlirough 2015 grants.
However, the above requirement only applies to the pOltion of the total Base capitalization grant
federal appropriation that exceeds $1 billion. To be eligible torec~|ve 'subsidy, tlle bOITowermust

show either: , e,
L=\
I.  The alllualutility rates on 4,000 gallons ofwateris'utleasU.5%  of the medilll11household
income (Ivfill) for the project area, or B

2. At least 51% of the benefiting customers .h,av~'ei~;~t'lowor moderate income as defined by
the U. S. Department of Housing and UrbaliDevelopment Conullllllity Development Block
Grant Program and the utility rates, are at Ieastl25% of the MHI.

\

3. If the popnlation trend (2010 cellsllSCQJIIparetb 1990 census) has declined at least 20% (the
2010 population is at least 200/0rower than the 1990 population) then the ratio used drops to
1.25% of the MID for tlle project area.

G

4. If the IUlemployment: flglrres(average oflasttlrree  5-year American COIIIL1IUIitglIvey-

Census Bureaunluul)eis)ai'e  250% higher than the State's Illlemployment figmes then the

ratio used drops'th 1.25% of the MHI for the project area.
|m> wwwww "[R.' '<"
Y ]

<...

X}

<
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State of Arkansas Construction Assistance
Revolving Loan Fund Program
Notes to Financial Statements
June 30, 2016 and 2015

The chart below shows the minimum and maximum allowed for principal forgiveness loans:

(In tllousands)

Grant PF PF PF Amount
Federal Award Minimum Maximum  Cumulative ~ Remaining
Fiscal Year Amount Amount Amount ~ Disbursements  to Fund

2010 $ 13328 $ 199% s 6654 $ 1.1,99. $

2011 9,657 895 2,983 ' 365), 530
2012 9,239 513 770 513
2013 8,722 411 616" 616
2014 9.165 499 748\.\ 748

, 2015 9,117 2"735 "¢/ 2,735

1, L
—:- i

$ 2361 $ 5.142

The Program has allocated the minimum alllOlJIts:fo;:tlie'i2010,2011 and 2012 Base Capitalization
grant as shown above, but for the 2013 alfd 20)4 Base Capitalization grants the Program has
allocated the maximum alllOlI1lts. The 2015 Base Capitalization grant does not have a minimum

amount, bnt the maxinllun amount is,$i".71lliWoil. 111eProgram has the option to spend up to the
maxlIntun alllount. froy

The Progralll forgives the 10alisas the coﬁstmction draws are disbursed. In fiscal year 2016 and
2015. $3,000 and $116,000 hi principal forgiveness loans were expensed, respectively.

Contingencies,:":'

The Program is capitalized by state and federal grallt programs, which are govellled by various
mles and regulations of the grantor agencies. Costs charged to the respective grant programs are
subject to audit and adjustments by the grantor agencies; therefore, to the extent that the Program
has not complied with the IUlesand regulations govellling the grants. reftmds of any money
received may be required and the collectability of any related receivable may be impaired. In the
opinion of the management of the Progralll, there are no significant contingent liabilities relating to
compliance with the mles and regulations govellling the respective grallts; therefore, no provision
has been recorded in the accompanying financial statements for such a contingency.

26



n.

5 upplementary  Informa.lioll
[ (Ah

—t



State of Arkansas Construction Assistance

Revolving Loan Fund Program
Combining Statement of Net Position

June 30, 2016

(111 thoUSGIIds) Revolving
Loan Fund
CUI"I'ent Assets
Cash and cash equivalents $ 54,787
Accrued interest receivable
Investments 127
Loans 228
AcCotUlts  receivable
Borrowers

Inveshllellts - c\UTenf portion
Total cun-enl assets

NoucUITeut  Assets
Investments - restricted
Loans receivable - restricted
COllstmction
Wetlands mitigation

Total noncurrent assets 266.887
Total assets 388.399

CllITent Liabiliti('s

Accounts payable S > 5

Accmed interest payable'  r 110

Bonds payable,7-"Curr~IItPQIlion 2.405
= vt

Total cun:eutlinbilities 2.520

N oucHiTeut Liabiliti(*'s
Bonds payable, net of unamollized

premiums 28.140
Total liabilities 30.660
NE'fPositioll
Restricted by bond resolution and program
requirements $ 357 735

$

Fees and
Expenses

3,746

13

1.000

190

$

Total

58,533

140
228

142
69.368

128411

33,139

234,595
933

268.667

397.078

195
110
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State of Arkansas Construction Assistance

Revolving Loan Fund Program

Combining Statement of Revenues, Expenses and Changes in Net Position
Year Ended June 30, 2016

(/n thousands)

Operating Reyeuues
Financing fee income

OpeuHIlg Expenses
Program administration

Operating Illcom(>

Nonoperating  Rt.'\'t"llue
Base federal grants
Interest on investments
Interest o1 loans
Net depreciation of investments

TotalllOlloperating revenue

NonopN.ntillg  EXpE'lISeS
Federal financial assistance
Base
Bond interest
Amortization ofbolld prelllittB~\"":\.

TotalllOlloperating  e'xp~i*{ses
.~'t',t(~:.~'.,‘r)"

Income Before Tnmsfers In (011'), Nft

>t "

"
TI'nnsfers  In (Out); Nptc"

o

Change- in Net Position

Net Position, Beginuing of Yt"nl"

Net Position, End ofY(>su'

303 12,852
27 690 .
4,107
1110
330 17,539
3 3
1.592 1,592
201) (287)
1.008 L008
16,201 2,374 18,575
1.734 (2.574) (840)
17935 (266 17735
339,800 8,693 348.493
$ ,57735 $ 8493 66 708
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State of Arkansas Construction Assistance

Revolving Loan Fund Program
Combining Statement of Cash Flows

Year Ended June 30,2016

(In thol/sands)

Operating  Activities
Financing fee income received
Cash received (paid) for program
adn.llllistratioll

Net cash provided by operating
activities

NoucRpital ~ Financing  Activities
Repayment of long~tenn debt
Cash paid for interest
Transfers in (out)
Nonoperating  grants received

Net cash provided by (used in)
lloncapital financing activities

hIVe-sting Activities
Interest received o11 investments
Interest received o011 loans
Purchase of investments,
Proceeds frollllllaturities of i~ve~hnellts
Loan disbursements e W
Principal repayments oll.loans
Federal grant fun‘ds_sxp'fnd~d

Net casf'.(llsed b)'provided by
investiiig _~etivities

(Decrease) lune-ase in Cash and Cash
Equivalents

Cash and Cash Equivalents, Beginning of
YeRI'

Cash and Cash Equhialellts, End of Yen 1

Revolving
Loan Fund

$

Fees and
Expenses

2,303

(240

(2,574)
303

2271)

18

(4,006)
6,001

1,805

$

Total

2,303

(236)

(7,405)
(1,595)

(840)
12,852

3.012

704

4,137
(141,935)

99,033
(24,055)
14.411
)

(47.708)

(42,629)
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State of Arkansas Construction Assistance

Revolving Loan Fund Program
Combining Statement of Cash Flows (Continued)
Year Ended June 30, 2016

Revolving Fees and
(11/ "hol/sol/ds) lLoan Fund Expenses
Reconciliation ~ of Operating Income to NE't
Cash PI'O\ided By OpN'ntillg Activities
Operating income $ $ 2,044
Changes il
Accounts receivable - bon‘owers
Accow,t, payable 4
t.'\:,..... utp.
Net «¢'It provided by operating w
activities . 063

Tolal
$ 2,044
12
1
$ 2067
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State of Arkansas Construction Assistance
Revolving Loan Fund Program

Single Audit Report

June 30, 2016

GPAs & Advisors



State of Arkansas Construction Assistance

Revolving Loan Fund Program
June 30, 2016

Contents
Schedule of Expenditures of Federal Awards

Notes to the Schedule of Expenditures of Federal Awards

b
Independent Auditor's Report on Internal Control Over Financialls. p
Reporting and on Compliance and other Matters Based o'n an Audit
of the Financial Statements Performed in Accorda'l~e with\

Government Auditing Standards A M

:7 :12 +

4100~ o
Report on Compliance for the Major Federal Program, on Internal Control Over
Compliance, and on Schedule of ExpendituresbfFederal Awards Required by

Uniform Guidance- Independent Auditor's Report

(I.-_ it
= A\
Schedule of Findings and QuestionegI Costs

/, i—.
Summary Schedule of Prior Audit Findings



State of Arkansas Construction Assistance

Revolving Loan Fund Program
Schedule of Expenditures of Federal Awards
Year Ended June 30, 2016

Pass-Through

Federal Grantor/Pass.Through Federal CFDA Entity ldentifying Passed Through Total Federal
Grantor/Program . or Cluster Title Number Number to Subrecipients Expenditures

U.S. EnvirolUllental Protection
Agency/Capitalization ~ Grants
for Clean Water State

Revolving:

FlUlds 66.458 N/A $ 12548770 $ 12851963

$ . 12548770 $ 12851963

Notes to Schedule -

The accompanying schedule of expendinu-esof feder;l awards (the Schedule) includes the

federal award activity of Ihe State of Arkansas Coilstmction Assistance Revolving Loan FIUId

Program (the Program) under progralps of the federal govelluneut for the year ended

June 30.2016. Tlle accompanying notes'are an integral pall of this schedule. The

infollnation in this schedule is presented in accordauce with the requirements of Title 2 U.S.

Code 0/ Federal Reglllatiolls Part ]00, Unifonn Adlllinistrative Regllirelllellts, Cost

Principles, and Alldit Regllirelllents/or ~ Federal Awards (Unifolln Guidance). Because the

Schedule presents only a selec)ed portion of the operations of the Program, it is not intended

to and does not present the financial position, ChallgeSin net position, or cash flows of the

Progrmll. I";. /)
't :

Expendillu'es repoi.ted-on the Schednle are reported on the accmal basis of accOlUIting. Such

expendilllres are recognized following, as applicable. die cost principles in OMB A-110 or

the cost priilciples contained in the Unifolln Guidance, wherein cellain types of expendintres

are not allowable or are limited as to reimbursement. The Program has elected not to use the

10-percent de minimis indirect cost rate allowed under the Unifolln Guidance.

Expendintres reflected in CFDA 66.458, Capitalization Grants for Clean Water State
Revolving Funds, incInde loans to mnnicipalities or other public entities for constllicting
water treatment facilities. The funding SOIU'cfor these 10al13ncludes federal grant flUlds,
state match flmds and revolving Program flmds. The flUldsare dishursed to the subrecipients
after expenses have been inclUTedas forgiveness of principal and repayable loans. The
outstanding loan receivable balance for die year ended June 30, 2016, was $235.527.678.
Total disbmsements of federal fimds for new loans made to subrecipients dming fiscal year
2016 totaled $12,548,770. For the year ended June 30, 2016. the Program received $303.193
in federal flllids for administrative costs.



State of Arkansas Construction Assistance

Revolving Loan Fund Program
Schedule of Findings and Questioned Costs
Year Ended June 30,2016

Summary of Auditor's Results

Fillallcial Statemellts

I.  The type of report the auditor issued on whether the financial statements audited were prepared in
accordance with accollllting principles generally accepted in the United States of America (GAAP) was:

[8) ulLodified D qualified D Adverse
q "o
2. The independent auditor's repOl1 on intemal control over fmlanc\iall repérting disclosed:
Significant deficiency(ies)? A ii.:," 0 Yes 18INone repolied
Material weakness(es)? / ~';)  Dves 18INo

3. Noncompliance considered material to the fiiiancial statements
mn 1
was disclosed by the audit? N . DYes 18INo

Federal All'Gl.ds $:-.-~..-”.- 3

4. The independent auditor's reJl~11~~+intemal control over compliance for the major federal awards
program disclosed" '

Significant deficiency(ies)? DYes 18] None repol1ed

Material weakness(esj? DYes 18] No

5. The opinion expressed in the independent auditor's repoll on compliance for the major federal award
was:

[8}Jlun0dified D Qualified O Adverse O Disclaimer

6. The audit disclosed findings required to be repolled by 2 CFR
200.516(a)? DYes 18] No



State of Arkansas Construction Assistance

Revolving Loan Fund Program
Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2016

7. The Program's major program was:

Cluster/Program CFDA Number
Capitalization Grants for Clean Water State Revolving FlUIcl~ 66.458
1
The threshold ll~edto distinguish between Type A and Type B programs was $750,000.
9. The Program qualified as a low-lisk auclitee? Y 1

~,~.. '~Yes DNo

g 7T
Findings Required to be Reported by Governmenlt Auditing Standards

Reference o
Number " Finding

No matters are reportable.' ,

{7 <
S
r —_——
Findings Required to be'Reported by Uniform Guidance
L
Reference o
Number Finding

No matters are repOllable.



State of Arkansas Construction Assistance

Revolving Loan Fund Program
Summary Schedule of Prior Audit Findings
Year Ended June 30. 2016

Reference
Number. Summary of Finding

No matters are reportable.

Status



ARKANSAS DEVELOPMENT FINANCE AUTHORITY (ADFA)
MEETING OF THE BOARD INVESTMENT COMMITTEE (IC)
SEPTEMBER 1S, 2016
10:30 A.M.

Board Investment Committee members present: Stan Green, Denise Sweat and Seth
Mims

Other Board Members present: Dr. Richard Burnett, Tom Spillyards, Ed Garner
(Investment Ollicer - State Treasurer), Sarah E. Capp, Stephen Rose and John Cooley

ADFEA staff present: Aaron Burkes, Cheryl Schluterman, Charlie Lynch, Patrick Patton,
Debbie Gentry, Kristy Cunningham, Katherine Hall, Paula Farthing, Kim Poposky, Hopc
Lewis, Tracy Green, Judy Brummett, Cathy Ganaway, Kim Henderson, Missy
Burroughs, Brad Hcnry, Netta Hemingway, Derrick Rose, Bob Hunt, Ruby Dean, Kay
Mallett, Latryce Long and Murray Harding

Others present: No one elsc in attendance

Minutes: A motion was made by Denise Sweat to approve the minutes from the July 21,
2016 meeting and seconded by Seth Mims. Motion passed.

General Fund Broker [/ Dealer list was presented for approval for the next twelve
months (09/2017), After brief discussion a motion for approval was made and seconded.
Motion passed.

Finance and Administration  Presentation by Chervl Sehluterman and F & A and

Cheryl introduced all staff members who were present. Various stalf members gave a
brief overview of key functions related to their positions in the F&A Accounting
Department.  Cheryl also gave a review of the linancial results as of June 30, 2016
(ADFA's Fiscal Year End). After discussion of the financial statemcnts a motion was
made and seconded to accept the report as given.

Adjournment: _ There being no further business, the meeting was adjourned.

Aaron Burkes, President and Secretary
Arkansas Development Finance Authority

F&A Share Only -> Investment GIC Data -> Board Investment Committee Meeting Minutes



ARKANSAS DEVELOPMENT FINANCE AUTHORITY

BOARD OF DIRECTORS MEETING
Thursday, October 20, 2016
12:30 p.m. - Board Asset Commitment Committee
(Bond Guaranty Loans)
2:00 p.m.» Public Board Meeting

o o e o o S S S e e

AGENDA EOR PUBLIC MEFTING

* Roll call and note of absences.
e Approval and adoption of minutes from the September 15,2016 meeting of the Board
of Directors.

OTHER BUSINESS:

0 Board Asset Commitment Committee

0 Board Committee Reports:

* Board Housing Review Committee
¢ Board Audit Committee
* Board Investment and Administration Committee

Il NEW BUSINESS:

Resolution No, I. A resolution authorizing the issuance of up to ($5,500,000) Arkansas
Development Finance Authority Tax-Exempt Economic Development Revenue Refunding
Bonds (ADFA/ AEDC Guaranty Programs), Series 2016 for the purpose of providing
permanent financing for industrial enterprises; authorizing the Bond Purchase Agreement;
authorizing a Trust Indenture securing the Bonds; authorizing an Amended and Restate Loan
Agreement between Arkansas Development Finance Authority and the Bon'ower; authorizing
the sale of the Bonds; authorizing the Guaranty of the Bonds and a Guaranty Agreement
securing the Bonds; authorizing and approving the execution and use of a Preliminary
Official Statement and an Official Statement; and authorizing and prescribing other matters
pertaining thereto. (Presenter: John Bryant)

I"l. ADJOURNMENT

The next regular meeting of the ADFA Board of Directors is scheduled for Thursday, November
17,2016, inthe Second Floor (2nd) Conference Room, 900 West Capitol, Little Rock, Arkansas
at 2:00 p.m.



Preliminary Draft
Subject 10 complelion upon Sale of Bonds
Final 10 be provided al Board Meeling

RESOLUTION

A RESOLUTION AUTHORIZING THE ISSUANCE OF UP TO
[$5,500,0001 ARKANSAS DEVELOPMENT FINANCE AUTHORITY TAX-
EXEMPT ECONOMIC DEVELOPMENT REVENUE REFUNDING
BONDS (ADFA/AEDC GUARANTY PROGRAMS), SERIES 2016 FOR
THE PURPOSE OF PROVIDING PERMANENT  FINANCING FOR
INDUSTRIAL ENTERPRISES; AUTHORIZING THE BOND PURCHASE
AGREEMENT; AUTHORIZING A TRUST INDENTURE  SECURING
THE BONDS; AUTHORIZING AN AMENDED AND RESTATED LOAN
AGREEMENT BETWEEN ARKANSAS DEVELOPMENT FINANCE
AUTHORITY AND THE BORROWER; AUTHORIZING THE SALE OF
THE BONDS; AUTHORIZING THE GUARANTY OF THE BONDS AND
A GUARANTY AGREEMENT SECURING THE BONDS;
AUTHORIZING AND APPROVING THE EXECUTION AND USE OF A
PRELIMINARY OFFICIAL STATEMENT AND AN OFFICIAL
STATEMENT; AND AUTHORIZING AND PRESCRIBING OTHER
MATTERS PERTAINING THERETO.

WHEREAS, Arkansas Development Finance Authority (the "Issuer" or "AD FA"), is
authorized and empowered under the provisions of Act No. 1062 of the Acts of Arkansas of
1985, as amended, and codified at Arkansas Code Annotated 9915-5-101 et seq. (the "Act"), to
issue rcvenue bonds, either alone or as a composite issue, and to expend the proceeds thereof to
finance or refinance the acquisition, constructing and equipping of land, buildings, equipment or
facilities which can be used in securing or developing industry for industrial enterprises; and

WHEREAS, the Issuer previously issued its Tax-Exempt Economic Development
Revenue and Refunding Revenue Bonds (ADFA/AEDC Guaranty Programs), 2011 Series A (the
"2011 Bonds") to provide permanent financing of the costs of acquiring, constructing and
cquipping industrial facilities consisting of lands, buildings, improvements, machinery,
equipment and facilities to three entities to finance projccts owned by such entities and
qualifying for assistance through the Authority as "industrial enterprises" under the Act; and

WHEREAS, the Issuer has agreed to refinance the loan relating to the 2011 Bonds made
to Alvar Resins Inc., successor to AREZ, LLC (the "Borrower"), used to pay the costs of
acquiring, constructing and equipping an industrial facility consisting of lands, buildings,
improvements, machinery, equipment and facilities and to refinance amounts due to ADFA and
the Arkansas Economic Development Commission ("AEDC") pursuant to guaranty payments
made with respect to the 2011 Bonds (collectively, the "Project"), and that.the Issuer loan the
proceeds to the Borrower to accomplish the Project and to pay the costs of issuing the bonds; and

WHEREAS, pursuant to and in accordance with the provisions of the Act, the Issuer is
now prepared to proceed to issue up to [$5,500,000] in principal amount of its Tax-Exempt
Economic Development Revenue Refunding Bonds (ADFA/AEDC Guaranty Programs), Series
2016 (the "Bonds"), to provide financing for the Project; and

~InM90.1



WHEREAS, pursuant to and in accordance with Act No. 505 of the Acts of Arkansas of
1985, as amended, and codified at Arkansas Code Annotated 9915-5-40 | et seqg. ("Act No.
50S"), the Issuer is prepared to execute a guaranty agreement under which the Issuer will
guarantee the amortization payments consisting of a portion of thc principal of and interest on
the Bonds in the total amount of [$2,175,000] (the "Guaranty"), all in accordance with a
guaranty commitment letter previously executed by the Issuer and the Borrower; and

WHEREAS, the amortization payments consisting of a portion of the principal of and
interest on the Bonds in the total amount of [$2, 175,000] will be guaranteed by AEDC; and

WHEREAS, the Issuer offered and Stephens Inc. (the "Underwriter") has agreed to
purchase for alTering to the public all (but not less than all) of the Bonds, at the aggregate
purchase price set forth in the Bond Purchase Agreement (hereinafter dcfined); and

WHEREAS, the following documents now before this meeting have been prepared in
connection with the issuance of the Bonds and have been reviewed by the Issuer's Chairman,
Vice Chairman, President or one or more Vice Presidents and Mitchell, Williams, Selig, Gates &
Woodyard, P.L.L.c. (the "Bond Counscl"):

@) Trust Indenture to be dated as of the date of closing ("Indenture™),
between the Issuer and Regions Bank, as trustee ("Trustee"), establishing the general
provisions relating to the Bonds, providing for the security and payment of the Bonds and
the rights of the owners thereof;

(b) Bond Purchase Agreement (the "Purchase Agreement™), to be dated as of
its date of execution, between the Issuer and the Underwriter, providing for the purchase
of the Bonds;

(© an Amended and Restated Loan Agreement to be dated as of the date of
closing (the "Agreement"), between the Issuer and the Borrower, providing for the
linaneing of the Project with proceeds of the Bonds pursuant to its terms;

(d) a Continuing Disclosure Agreement to be dated as of the date of closing
(the "Disclosure Agreement”), by and between ADFA, AEDC and the Regions Bank,
providing for the ongoing disclosure of certain operating and financial information with
respect to the security for the Bonds;

(e) a Guaranty Agreement for Payment of Economic Development Revenue
Bonds to be dated as of the date of closing (the "Guaranty") by and between ADFA and
the Trustee relating to the guarantee of the amortization payments consisting of a portion
of the principal of and intercst on thc Bonds pursuant to Act No. 505; and

()] a Preliminary Official Statement (the "Preliminary Official Statement")
and an Otlicial Statement (the "Official Statement™) setting forth certain information with
respect to the Bonds for the Issuer and the respective owners of the Bonds.



NOW, THEREFORE, BE IT RESOL YEO by the Board of Directors of the Arkansas
Development Finance Authority:

Section . The Issuer hereby makes the following findings:

@ The execution and delivery of the Guaranty is in the best interest of the economic
development of the State of Arkansas because the Project will provide new or additional jobs,
alleviate unemployment, retain existing employment or secure and develop industry;

(b) The Borrower is financially responsible, and sufficient income may be reasonably
expected to satisfy in an orderly manner amortization payments of the Bonds;

(c) Participation by one or more financial institutions in the financing necessary to
accomplish the Project cannot be obtained and is not feasible; and

(d) Recommendations have been received from a financial institution or investment
banker that the Agreement with the Borrower be executed.

Section 2. The Issuer hereby makes the following representation:

@ The Issuer is an "issuer of municipal securities” under Rule 15c¢2-12 under the
Securities Exchange Act of 1934 (the "Rule™).

(b) After issuance of the Bonds authorized by this Resolution, the total amount of the
Issuer's guaranteed bonds issued pursuant to Act No. 505 will be less than the lesser of (I) One
Hundred and Fifty Million ($150,000,000.00), or (2) an amount equal to ten (10) times the
amount currently on deposit in the Guaranty Reserve Account.

Section 3. The issuance of the Bonds in the total principal amount of not to exceed
[$5,500,000] is hereby authorized. The Bond Purchase Agreement provides that the aggregate
principal amount of the Bonds shall not exceed [$5,500,000] and that the Bonds shall bear
interest at the ratcs and mature on the dates set forth on Appendix A. The final maturity date for
the Bonds shall not exceed June 1, 2026. The Bonds shall be issued in the forms and
denominations, shall be dated, shall be numbered, shall mature, shall bear interest (at a rate or
rates) and shall be subject to redemption prior to maturity, all upon the terms and conditions to
be set forth in the Indenture (hereinafter authorized) securing the Bonds.

Section 4. To provide for the offering and sale of the Bonds and in conformity with
resolutions adopted by ADFA on August 18, 2016, there has been prepared a Preliminary
Official Statement setting forth information concerning the Bonds and the Issuer. The
Preliminary Official Statement, in substantially the form presented at this meeting, is hereby
declared to be a linal official statement, as such term is defined in Rule 15c2-12, as of its date,
except for the interest rates, underwriter's discount, offering prices, delivery dates, aggregate
principal amount, principal amount per maturity, ratings and other terms of the Bonds depending
on such matters.



Section 5. The execution of the Preliminary Official Statement by the Chairman or
the President in substantially the form presented at this meeting and the distribution of the
Preliminary Official Statement in marketing the Bonds is hereby ratified.

Section 6. There be, and there is hereby, authorized the distribution to various
prospective and actual purchasers of the Bonds of a final Official Statement in the name of the
Issuer, describing the Issuer, the Bonds, the Trust Indenture, the Agreement, and the Guaranty
and setting fOl1h such other information as may be determined to be necessary or desirable by the
Underwriter and the Issuer. The President or the Chairman is authorized to execute such Official
Statement on behalf of the Issuer and to confer with the Underwriter and Bond Counsel in order
to complete the Official Statement in substantially the form submitted to this meeting with such
changes as shall be approved by either of sueh officers.

Section 7. The Bond Purchase Agreement in the form submitted to this meeting is
hereby approved, and the execution of the Bond Purehase Agreement by the Chairman, Vice
Chairman, President or any Vice President of the Issuer is hereby approved and ratified.

Section 8. To prescribe the terms and conditions upon which the Bonds are to be
executed, authenticated, issued, accepted, held and secured, the Chairman, Vice Chairman,
President or any Vice President of the Issuer are hereby authorized and directed to execute and
acknowledge the Indenture. The Chairman, Vice Chairman, President or any Vice President of
the Issuer are each hereby authorized and directed to cause the Indenture to be accepted,
executed and acknowledged by the Trustee. The Indenture is hereby approved in substantially
the form submitted to this meeting, and the Chairman, Vice Chairman, President or any Vice
President of the Issuer are hereby authorized to confer with Bond Counsel, the Trustee and the
Borrower in order to complete the Indenture in substantially the form submitted to this meeting
with such changes as shall be approved by such persons executing the document, their execution
to constitute conclusive evidence of such approval.

Section 9. There be, and there is hereby authorized the exeeution and delivery of the
Agreement providing for the refinancing of the Project, and the Chairman, Vice Chairman,
President or any Viee President of the Issuer be, and they are hereby, authorized to execute,
acknowledge and deliver the Agreement for and on behalf of the Issuer. The Agreement is
hereby approved in substantially the form submitted to this mceting, and the Chairman, Vice
Chairman, President or any Vice President of the Issuer are hereby authorized to confer with
Bond Counsel, the Borrower and the Trustee in order to complete the Agreement in substantially
the form submitted to this meeting with such ehanges as shall be approved by such persons
executing the document, their execution to constitute conclusive evidence of such approval.

Section 10. To preseribe disclosure obligations of the Issuer and AEDC with respeet
to the Bonds, the Chairman, Vice Chairman, President or any Viee President of the Issuer are
hereby authorized and directed to execute and acknowledge the Continuing Disclosure
Agreement. The Continuing Disclosure Agreement is hereby approved in substantially the form
submitted to this meeting, and the Chairman, Vice Chairman, President or any Vice President of
the Issuer are hereby authorized to confer with the Underwriter, AEDC, and Regions Bank, in
order to complete the Continuing Disclosure Agreement in substantially the form submitted to



this meeting with such changes as shall be approved by such persons executing the document,
their execution to constitute conclusive evidence of such approval.

Section 11. Thcre be, and there is hereby, authorized the execution and delivery of the
Guaranty by the Chairman, Vice Chairman, President or any Vice President of the Issuer, which
Guaranty shall comply with the provisions of Act No. 505 and which shall guarantee payment of
a portion of the principal of and interest on the Bonds, all pursuant to the Guaranty.

Section 12.  The Chairman, Vice Chairman, President or any Vice President of the
Issuer, for and on behalf of the Issuer, be, and they are hereby, authorized and directed to do any
and all things necessary to effect the execution and delivery of the Indenture, the performance of
any obligations of the Issuer under and pursuant to the Indenture, the issuance, execution, sale
and delivery of the Bonds, the execution, delivery and distribution of the Preliminary Official
Statement and the Official Statement, the exccution and delivery of the Continuing Disclosure
Agreement, the performance of any obligations of the Issuer under the Continuing Disclosure
Agreement, the execution of the Guaranty, the execution and delivery of any other document
authorized herein, the performance of any obligations of the Issuer under any other document
authorized herein, and the performance of all acts of whatever nature necessary to effect and
carry out the authority conferred by this Resolution. That the Chairman, Vice Chairman,
President or any authorized Vice President of the Issuer be, and they are hereby, further
authorized and directed, for and on behalf of the Issuer, to execute all papers, documcnts,
certificates and other instruments that may be required for the carrying out of such authority or to
evidence the exercise thereof.

Section 13.  The participation of any financial institution w1 the financing of the
Projects is waived.

Section 14.  The Secretary is hereby authorized and directed to tile in the oflicc of the
Issuer, as a part of the minutes of the meeting at which this Resolution is adopted, for inspection,
by any intercsted person a copy of the Indenture, the Bond Purchase Agreement, the Agreement,
the Continuing Disclosure Agreement, the Preliminary Ofticial Statement, the Official
Statement, and Guaranty, and such documents shall be on tile for inspection by any intercsted
person.

Section 15.  The action of the officers of the Issuer in giving notice of a public hearing
with rcspect to the issuance of the Bonds and conducting of a public hearing is hereby ratified
and confirmed.

Section 16.  The provisions of this Resolution are hereby declared to be separable, and
if any section, phrase or provision shall for any reason be declared to be invalid, such declaration
shall not affect the validity of the remainder of the sections, phrases and provisions.

Section 17.  All resolutions and parts thereof in connict herewith are hereby repealed
to the extent of such connicl.

Section 18.  This Resolution shall be in force and effect immediately upon and after its
passage.



PASSED: October 20, 2016.

APPROVED:

By:
Dr. Richard Burnett, Chailman

ATTEST:

By _
Aaron S. Burkes, President/Secretary



Maturity
06/0112017

06/01/2018
06101/20 19
06/01/2020
06/01/2021
06/01/2022
06/01/2023
06/01/2024
06/01/2025
06/01/2026

Preliminary Draft

Subject to completion upon Sale of Bonds

APPENDIX A

[$5,500,000]

Final to be provided at Board Meeting

ARKANSAS DEVELOPMENT FINANCE AUTHORITY
TAX-EXEMPT ECONOMIC DEVELOPMENT REVENUE REFUNDING BONDS

Type of Bond

Serial
Term
Term
Term
Term
Term
Term
Term
Term
Term

SERIES 2016

(ADFA/AEDC GUARANTY PROGRAMS)

Yield Maturity Value Price Dollar Price

Appendix B

$295,000.00
530,000.00
535,000.00
545,000.00
555,000.00
565,000.00
575,000.00
595,000.00
610,000.00
625,000.00



ARKANSAS DEVELOPMENT FINANCE AUTHORITY

MEETING OF THE BOARD OF DIRECTORS
Sentember 15,2016

The Board of Directors of the Arkansas Development Finance Authority held its regular board
meeting on Thursday, September 15, 2016, at approximately 1:30 p.m., in the Bessie B. Moore
Conference Room, 900 West Capitol, Little Rock, Arkansas.

ADFA Board members present: John Cooley, Vice-Chair; Stan Green; Seth Mims; Tom
Spillyards; Denise Sweat; Sarah E. Capp; Stephen Rose; Ed Garner, Designee for Dennis Milligan,
State Treasurer, and Aaron Burkes, President and Board Secretary of the Authority.

Absent: Dr. Richard Burnett; Charley Baxter; Greg Stanfill and Anthony Brooks.

ADFA Staff present: Patrick Patton. Vice President ofinternal Audit; Nancy Covington, Assistant
to President; Brad Henry, Vice President of Development Finance; Ben Van Kleet~Vice President of
llousing; Alison Keator, HOME Program Specialist; Lornea Wells, Multi-Family Tax Credits;
Cheryl Sehluterman, Vice President of Finance & Administration; Kristy Cunningham. Controller;
Bob Hunt, HOME Specialist; Murray Harding, Single Family Manager; Derrick Rose,
Communications; Bev Lambert, Development Finance and Chuck Cathey, Development Finance.

Others present: Michele Allgood, Mitchell Williams; Jim Hathaway, Kutak Rock; Leigh Ann
Biernat, Stephens, Inc.; Shep Russell, Friday, Eldredge & Clark; Edmond Hurst, Crews &
Associates; Steven Johnson, First Southwest; Stan Russ, Regions; Glenda Dean, Simmons; Melissa
Bandy, Mitchell Williams; Daniel Allen, Raymond James and JefTVan Patten, Van Patten & Co.

NEW BUSINESS - COMMITTEE REPORTS

Asset Commitment Committee.  Mr. Cooley called on Tom Spillyards to present the report from
the Asset Commitment Committee.

ivlinll/es. The committee recommended approval of the minutes II'omthe August 18,2016 meeting of
the Board Asset Commitment Committee.

BllleInGreen. The committee recommended approval of a request for the renewal of an ADFA
Guaranty for an additional six (6) months in a loan amount 0[$200,000 (ADFA's guaranty will be
$160,000 (80%). Mr. Spillyards made a motion to approve the request. Mr. Rose seconded the
motion. By roll call, all members present voted, with one abstention by Board Member Stan Green,
and the motion passed.

Hills/ern Earms. The committee recommended that AEDC bring interest eurrent at its current 3%
rate, and then pay interest quarterly at an adjusted rate of 1.5%. Mr. Green made a motion to approve
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the recommendation. Ms. Sweat second cd the motion. By roll call, all membcrs present voted, and
thc motion passed.

Mr. Brad Hcnry gave updates on the Arkansas Venture Capital Investment Trust ("AVCIT") and
Chuck Cathcy gave updates on the Problem Loans.

Mr. Spillyards made a motion to approve the whole Board Asset Commitment Committce rcport as
presented. Mr. Rose seconded thc motion. By roll call, all prcsent mcmbers voted, and the motion
passed.

Board Housing Committee.  Mr. Cooley callcd on Tom Spillyards to prcsent the report from the
Board Housing Committee.

Minutes. The committee approved the minutes from the August 18, 2016 meeting of the Board
I-lousing Committee.

HOME:

Barbara Irbv, on behal(o(Third Partv Consulting. inc. (Fluker Projectl, Thc committee approved a

rcqucst for an increase in project funds to corrcct a health and safety issuc in a failed septic system
and a requcst for the original reconstruction linc item of $90,000 not to cxceed $101,297.84 in
Settlcment Funds for the Fluker Project.

Application Spreadsheet. The committee reviewed and approved the application spreadsheet.
Multi-Family:

White River 1J.LP. The committee approved a request from Mr. Carr Hagan of LHP, LLC, on
behalf of White River II, LP for thc approval of the transfer of the general partner's intcrcst from
Pelleaux Partners, LLC to New Providence Housing Partners, LLC.

Gorman & Gorman. Inc. and Metropolitan HOl/sing Authority, The committee approved a
request for the reservation of Tax-Exempt Private Activity Volume Cap for Residential Rental

Housing in the amount not to exceed $32,000,000 in Multifamily Housing Revenue Bonds and
gap financing from ADFA for three (3) developments. Mr. Green made a motion to approve the
request. Mr. Mims seconded the motion. By roll call, all present members voted, and the motion
passed.

OAP. Ben Van Kicef gave a brief update on the QAP.

Mr. Spillyards made a motion to approve the whole Board Housing Review report as presented. Mr.
Cooley seconded the motion. By roll call, all present members voted, and the motion passed.
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Board Audit Committee. Mr. Cooley presented the report from the Board Audit Committee.

Alinules, The committee approved the minutes of the June 16, 2016 meeting of the Board Audit
Committee.

Arkansas Slate Bank Audit. The committee reviewed the findings of the Arkansas State Bank Audit
report.

Internal Audil ofthe Neighhorhood SlabilizalionProgram LIl (NSP). The committee reviewed the

Internal Audit report of the Neighborhood  Stabilization Program IlI.

Farm Service Agencv (FSA) Audit oOhe Agriculture J'vJedialionPrograms (AMP). The committee
reviewed the report from the United States Department of Agriculture regarding an audit of the Faml
Service Agency (FSA) of the Agriculture Mediation Programs Fiscal Years 2013, 2014 and 2015.
Based upon analysis by the FSA, and all funding was accounted for.

SSAE 16 Review and USAP Review, The committee reviewed both the Statement on Standards for
Attestation  Engagements No. 16 (SSAE 16) and the Uniform Single Attestation Program for
Mortgage Bankers (USAP).

Mr. Cooley made a motion to approve the report as presented. Mr. Green seconded the motion.
By roll call, all prescnt members voted, and the motion passed.

Board Professional  Selection Committee. Mr. Cooley presented the report from the Board
Professional ~ Selection Committee.

Lllinules. The committee approved the minutes of the August 18, 2016 meeting of the Board
Professional ~ Selection Committee.

ADFA Professional Term Ewirations.  The committee reviewed the Professional Term Expirations
and extended the current Single Family Liquidity Provider (State Street) for one (I) year to expire
October 2017.

Mr. Cooley made a motion to accept the whole Board Professional Selection Committee report as
presented. Mr. Spillyards seconded the motion. By roll call, all present members voted, and the
motion passed unanimously.

Board Investment and Administration Committee. Mr. Green presented the report from the Board
Investment and Administration ~ Committee.

Minules. The committee approved the minutes of the July 21,2016 meeting of the Board Investment
and Administration ~ Committee.

Pro{)osed List or Securilies Dealers and Brokers. The committee reviewed and approved the

Proposed List of Securities Dealers and Brokers.
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VI'-Finance & Administration RetJlJr/. Ms. Schluterman and staff gave in-depth presentations of
Bond Calls - September 2016; Interagency Programs as of August 31, 2016; Prison Construction
Trust Fund as of August 31,2016; Venture Capital Public Trust Fund as of August 31. 2016; State
Operating Budget Summary as of August 31,2016; General Fund Programs as of August 31,2016
and Training/Conferences attended by Finance & Administration Department in August 2016.
Updates were also discussed on ADFA Delinquency and other Real Estate Summary as of August
2016; Delinquency reports presented to the Board for August 2016 included Direct Serviced, Master
Serviced and Economic Development Guaranty Loans, and the U.S. Bank Master Servicing
Delinquency Report for August 2016.

approved the Operating Results and General Fund Review as of June 30, 2016.

Mr. Green made a motion to accept the whole Board Investmcnt & Administration Committce report
as presented. Mr. Spillyards seconded the motion. By roll call, all present membcrs voted. and the
motion passcd unanimously.

NEW BUSINESS - MINUTES AND RESOLUTIONS

Minutes. Mr. Cooley asked for approval of the minutes from the August 18,2016 Board of
Directors Meeting. Mr. Rose made a motion to approve the minutes. Mr. Mims seconded the motion.
By roll call, all members voted and the motion passed unanimously.

Adjoul'lllllent,  Mr. Cooley stated the next Board meeting would be held on Thursday, October 20,
2016, at 900 West Capitol, Little Rock, Arkansas. The starting time for the executive session and
public meeting will be announced at a later date. There being no further business, Dr. Burnett
adjourned the meeting.

Minutes approved and signed this 20" day of October, 2016.

Aaron Burkes. President/Secretary Dr. Richard Burnett, Chair
John Cooley, Vice-Chair
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TO:

FROM:

DATE:
RE:

AHKANS\S UIli~VI~-J®)I1\.1I~N#e
I"INANCI~ ALtrlIOH_ri~Y

MEMORANDUM

ADFA Board of Directors
Aaron Burkes, President -~
October 12, 2016
President's Report

We had an excellent trip visiting our sister housing finance agencies in Mississippi and Aiabama .

We enjoyed the opportunity to share ideas on single family and multifamily housing programs and
to discuss development of our respective state's Oualified Allocation Plans (OAP). While in

Mississippi, we participated in their OAP public hearing and met with deveiopers, many of whom
cross state lines.

After having conversations with single family housing managers, we have determined that we
need to provide greater financial incentives for lenders to use our homeownership programs. For
our ADFA Advantage Program, we are working to add an additional percentage point in income
for lenders originating our loans.

The first week of October was arecord week for reservations under the ADFA Advantage single
family loan program. We had $882,946 in loan reservations, bringing the total amount of loan
reservations in the pipeline to $7,347,540.

We are in the process of investigating new software for our housing programs. Patrick Patton is
currently working to coordinate demonstrations from at least three different vendors, including
our current vendor HDS, in order to evaluate which isthe best for the Authority. We want to
improve our efficiencies and work toward a fully online application for the low income housing
tax credit program.

We'd like to congratulate Sara Capp for winning the nomination of her party for state
representative.  She will fill the seat vacated by Representative Bill Gossage who was recently
named as deputy chief of staff for Gov. Asa Hutchinson. She will run unopposed for District 82
Representative, representing parts of Franklin, Madison and Crawford counties. While we
congratulate her and look forward to working with her in the Arkansas House of Representatives,
we are saddened to lose her from our board.

At the request of several board members we have decided to have one more month of input
and discussion into the new State of Arkansas Qualified Allocation Plan. We will be providing a
draft to board members in advance of the meeting; the draft version may change substantially,

but we anticipate bringing a final version to the ADFA Board in November.

900 West Capitol, Suite 310, lillie Rock, AR 72201 + 501-682-5900 + adfa.arkansas.gov



e Public Finance will be the topic of this month's board orientation. Ro Arrington  will give

background on what goes into the process of structuring and selling ADFA's bonds.

¢ We are meeting next week with the Joint Budget Committee to approve ADFA's 2017 - 2019
biennium budget. We have proposed some decreases and expect approval.

The schedule for Thursday, October 20, 2016, is as follows:

9:30 a.m. Board Housing Review Committee

10:30 a.m. Board Audit Committee

11:30 a.m. Board Investment & Administration Committee
NOON Lunch will be served - 3rd Floor Conference Room
12:30 p.m. Public Finance Orientation - Ro Arrington
1:00 pm. Board Asset Commitment Committee

2:00 p.m Public Board Meeting



WAD FA

ARI{ANSAS DEVELOPMENT
FINANCE AUTHORI'l'Y

MEMORANDMUM
TO: AD FA Board of Directors
FROM: J. Benjamin Van Kleef, Vice President of Housing
DATE: October 13,2016
RE: Board Report

l. Homeownership ~ Programs

MBS Program Comments: Beginning with the January 2016 report on Single Family
activities we are using the numbers for first and second mortgage loans that have
actually closed. Previously, we used numbers that were based on Reservations and it
didn't take into consideration loans that were cancelled from our Internet Reservation
System. The new calculation will give a much more accurate picture of Single Family
Program activity.

1) First Mortgage Loan Programs:. 30 year fixed rate first mortgage loans.

a) " EA_ADVANTAGE" Program lLoans Closed (Tny-I:ynmpf B nds)
January - September 2015 2016
AMOount $—0- $4-A2783%
# of Loans -0- 12
Average Loan Amount $ -O- $ 93,986
b) "ADEA Move Up" Program loans Closed (Raymond James MBS's)
January September 2015 2016
ATOUNT $2+-466;612 $—26;215486
# of Loans 215 196
Average Loan Amount $ 99,817 $ 103,140

2) Down Payment Assistance Second Mortgages:

a) "Down payment Assistance (DPA)" Loans Closed
The interest rate is 4.00%. Itis a second mortgage, minimum $1,000 up to a
maximum of $6,000 amortizing over 10 years. The source of these funds is
the ADFA General Fund.

P.O. Box 8023 « Little Rock, Arkansas 72201 e« 501-682-5900 » www.arkansas.qgov/adf

EQUAL HOVSIIIG
OPPORTUNITY
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January - Septermber 2015 2016
| Amount $_823.451 | $ 723,137
# of Loans 157 134
Average Loan Amount $ 5,245 $ 5,397

b) "Arkansas Dream Down Payment Initiative (ADDD"™: A "soft" second
mortgage at 0% interest with a five year affordability period. Funded by the
HOME Investment Partnership Program (HOME). ADD I is not a grant.

January - September 2015 2016
Amount $-966:498—$1126;569
# of Loans 159 198
Average Loan Amount $ 5,701 $ 5,659

3) Mortgage Credit Certificate ("MCC") Program
a) 2014 Mortgage Credit Certificate Program:
i.  $84 million in first mortgage loans originated.
ii. Average amount of first mortgage loan = $110,575
iii. 531 Mortgage Credit Certificates issued.
e  $42 million committed in Federal tax benefit to MCC applicants.
e 233 applications in pipeline.

e 84% of the initial $100 million has been allocated.

Approx. $422,396 in Issuance Fees to be collected by ADFA.

b) 2014 Mortgage Credit Certificate Program is the only active MCC Program
at this time. The 2015 MCC Program has been approved by the ADFA Board.
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Il Multifamily

AD FA's Multifamily Staff is completing final cost certifications and issuing IRS
Forms 8609s for completed developments. Multifamily Staff is also working on the Draft
2017 Qualified Allocation Plan.

A pre-construction meeting for Emerald Village in Jonesboro was held. A Notice
to Proceed has been issued.

A teleconference call with ITEX was held in anticipation of three 4% Bond
applications.

Three HOME Rental draw requests totaling $751,587.35 were processed.
Il HOME
1) Owner-Occupied Applications in the pipeline

Seven projects cumulatively requesting approximately $2.1 million in HOME funds to
assist 29 residences:

. Arkansas Land and Farm Development Corporation (ALFDC) application
#150062 is requesting $495,000.00 in HOME funds for project rehabilitation and
project delivery costs to assist five (5) homeowners in cities of Palestine, Wynne
and Marianna. Application is pending staff review.

. Crittenden County Phase Il application #160041 is requesting $495,000.00
in HOME funds for project reconstruction and project delivery costs to assist five
(5) homeowners and related project delivery costs. Application is pending staff
review.

. Crittenden County Phase IV application #160042 is requesting $495,000.00
in HOME funds for project reconstruction and project delivery costs to assist five
(5) homeowners. Application is pending staff review.

. Central Arkansas Planning and Development  Corporation (CAPDD)
application #160047 is requesting $396,000.00 in HOME funds for project
reconstruction and project delivery costs to assist four (4) homeowners.
Application is pending staff review.

. Pulaski County Community  Services (PCCS) application  #160052 is
requesting $280,280 in HOME Funds for project reconstruction and project
delivery costs to assist five (5) homeowners and related project delivery costs.
Application is pending staff review.

Project & Activity Status-Underway and Approved with HOME Funds (Homeowner-
Occupied Rehabilitation, Reconstruction, and Manufactured Home Replacements).
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There are 24 projects in the pipeline of which 14 are Board approved consisting
of 62 individual homeowner projects. Twenty-Seven (27) are complete and
thirty-two (32) are in various stages of completion.

Staff completed a combination of three (3) homeowner and homebuyer loan
closings and met with project administrators and developers.

2) Community Housing Development Organizations (CHDO)
Homebuyer New Construction Project Status

CS-CDC - Approved to build 7 homebuyer units in the Bluebird Subdivision

0 Pendin Ac uisition! Closin

Construction not started

Construction underwa

Units com lete and on the market for sale

Valid urchase contract/lender underwritin  and! or c10sin
Units sold

w = O

BCD - Approved to build 10 homebuyer units in the Apple Berry Subdivision

Pendin Ac uisition! Closin

Construction not started

Construction underwa

Units com lete and on the market for sale

Valid urchase contract/lender underwritin  and! or closin
Units sold

U0l OO OO o

MCACDC Approved to build 5 homebuyer units in Blytheville

Pendin Ac uisition! Closin

Construction not started

Construction underwa

Units com lete and on the market for sale

Valid urchase contract/lender underwritin  and! or closin
Units sold

N P OOCOOO

3) CHDO - Applications in Review
* In-Affordable Housing application number #160040 is requesting
$990,000 in HOME CHDO set-aside funds to construction 10 homebuyer
units in Emerald Mountain Subdivision.

4) NON-HOME Funded Projects

a) Settlement Funds - Owner Occupied Rehabilitation Project
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The approved septic system for the Fluker project is now complete.

b) AHTF

This Arkansas Housing Trust Fund (AHTF) project is managed by the City of
Little Rock's Community Development Division. The City has selected 12 eligible
homes that qualify under the Elderly Home Repair Program. The City has completed
the rehabilitation of seven (7) homes, currently working on three (3) with the remaining
two (2) scheduled repairs forthcoming. The City has used 67% of their $230,000.00
AHTF fund allocation leaving $75,806.00 to complete the remaining homes.

The Riverview Campus Homeless Shelter with Mitch Minnick of Fort Smith
Housing Authority is in the process of closing.



HOME Program Monthly Board Report

BUD REPORT

Through the period ending September 30, 2016

PY TOTAL TOTAL TOTAL TOTAL COMMnED TOTAL DOLLARS BALANCE
ALLOCATION PROGRAM RESERVED FOR |FOR POJECTS (AS DISBURSED REMAINING TO BE
INCOME ADMIN OPER OF 9130116) DISBURSED
2009 14,001,563.00 1,696,431.72 1,400,156.30 14,091,338.41 15,394,146,81 303,84791
2010 13,983,361.00 1,929,209,90 1.398.336.10 13.008,897.80 13,739,165,75 2,173,405.15
2011 12,269,079.00 2,407.907,63 1.226,907.90 12,130,438.16 12,647,866,55 2,029,120.08
2012 7,725,281.00 3,940,630.50 772.528.10 8.940,824.42 9,171,723,05 2,494.188.45
2013 7,314,340.00 2,142,031.18 731,434.00 5,265,933.57 5,161,666.55 4,294,704.63
2014 7,565,698.00 3,323,656.06 756.569.80 6,372,035.26 6,481,734.86 4,407.619.20
2015 6,525,503.00 3,619.087.80 652,550.30 4,284,243.60 3,907,266.23 6.237.324.57
2016 6,848,059.00 1,730816,16 684,805.90 1,730,816.16 1,652,054.19 6,926,820.97
TOTALS
ALL
YEARS 76,232,884,00 20,789,770.95 7,623,288.40 65,824,527.38 68,155,623.99 28,867,030.96
HOME PROGRAM
Applications Pending Approval of Board HRC, 10/20'16:
CHDO 0 eratin
CHDO Set Aside
Homeowner New Construction & Rehab
Multi-Family New Construction & Rehab
Tenanl-Based Rental Assistance
Total Pending Applications
INSPECTIONS _ AND PROJECTS

In September

2016, HOME spent 514,250.02

in outsourced

inspections.




September 2016 Compliance Monitoring Activities

Properties Monitored

in september 2016 -

Property  Name Owner - Contact Management Units Review  Tvpe Review Date Reviewed bv " Non-Compliant # life-Threatening # Units/Flies Reviewed Review  Grade
Omega_Properny
Cypress Grove - McGehee CGH of McGehee AR 2011 Janice DaviS.{Theresa
2011 Gary Gibbs Thomas 36 IIHTC 9/6/2016 Tammy White 9/15 No FIndings
Omega Property
Cypress Grove - Warren CGH of Warren AR 2011 Janice Davis.{Theresa
2011 Gary Gibbs Thomas 36 IIHTC 9/7/2016  Tammy White 9/15 1™ 0 - 15% Non-Compliall
Nimrod  Square.  Plainview Nimrod Square Apts Itd Country Oaks Realty
1992 PASTYR 15 |Wiliam Millton Holly Mintoll 24 |IHTC 9/7/2016  Catrina Donahue 5{5 No Findings
[Joiner Manor Partial Release |Jolller Manor IP J & A Management
1993 PASTVR 15 |RH Beaver Brenda Edwards 24 |IHTC 9/8/2016  Catrina DOllahue 5{5 3" 31- 40% Non-Complif
Bunn Real Estate &
Delta Acres - Clarendon Clarendon Housing LP Property Management
2001 (5/9/01) PASTVR 15 |John French Kristin Goza 25 (24H) UHTC HOME(S) 9/9/2016 catrina  Donahue 5{5 No Findings
Higher Heights Fordyce Partlal Release Higher Heights Apts [P New Horizon Church
1997 Past VR 15 Craig Balley Craig Bailey 24(24H) IIHTC HOME(S) 9/1S/2016  catrlna Donahue 5{5 No Findings
Southern Oaks Carthage HOMEONIV Ramona Hearne
2000 Ramona Hearne Kenl McClure 11 (IH) HOME(S) 9/19/2016  Catrina Donahue 5{5 5 " 51% Non-Compliance
Northwest __Regional
Wedington  Place Sr. Citizens Wedington  Place Sr lIP Housing  Authority
Roger Clary Neal Gibson 72(10H) IIHTC HOME(5) 9/19/2016  Jeanne Johnson 12/12  No Findings
community Desk_Audit
Osage Terrace | Osage Terrace IP Development Corp UHTC HOME(20)
1999 PASTVR 15 Casey Kleinhenz Casey Kleinhenz 40(20H) BMIR 9/19/2016 ~ TammvWhite 0/40 No Findings
Community
Osage Terrace |l Osage Terrace IP Development Corp Desk Audit
2002 casey Kleinhenz casey Kleinhenz 45(5H) UHTC HOME(S] 9/19/2016  Tammy White 0/45 No Findings

10/1312016
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September 2016 Compliance Monitoring Activities

Properties Monitored

in September 2016 -

Property Name Owner - Contact Management Units Review  Type Review  Date Reviewed by " Non-Compliant " Life-Threatening " Units/Files Reviewed Review  Grade
Northwest _Regional Northwest _Regional Desk Audit UHTC
Maple Esplanade Assisted Living Supportive  Living LLC Housing  Authority HOME(10) TCAP
2011 Ken McDowell Neal Gibson 57(10) EXCHANGE 9/13/2016  [rammvWhite 0 0 0/57 | No Findings
Augusta Scattered Partial Release Augusta Scattered LP | AUHU~taHou~inH
[ 1991 PAST YR 15 John Stanley Jr. Rick Swinney 24 (I6H) L1HTC HOME(S) 9/20/2016 Catrina Donahue 2 0 SIS|3 =31- 40% Non-Complia
IAugusta Square LeQC Twenty SI- 1P |eDC Companie | ! ! ! ! ! ! !
(s (s T
[2007 | Efizabeth Smail |tinda Cook |22® |nHTC HOME() | 9/20/2016 [catrina  Donahue | of of 515 | No Findings
McGehee Housing | | | | | | | |
1996 Past YR 15 |Thomas Embach Maurice Johnson |2a@ary  Junit 102121 | 912012016  [Tammy  White | o] of SIS| No Findings
South Main Street First Capital Residential I
Mahlon Martin PastyR_15 Redevelopment _LP lle
1995 Joe Fo~ John  Shiver 4S|L1IHTC 9/2v2016  |Jeanne Johnson 1 1 919 1 =0 -15% Non-Compliar
RichSmith
South Creekslde Al15 Management LLC Management  LLC 9/21/9/28
2010 ArbySmith Lee Collins 139 NSP 2016 [Tammy  White 0 0 28/28 | No Findings
. Theresa Watson, Dir. of X :
Jacksonville, City 0f — eo—————————— Gary Fletcher, Mayor 30 HOME - Owner ace 9/1/2016 |Deanne Jennings il 030/30 —— 0% Noncompliance
Comm. Development
Jane Watkins, Adm. e . — .
Desha County —eeee | ROy RoOdgers, County Judge oo 15 HOME. Owner Occ| 9/9/2016 |Deanne Jennings 5 o 15/15 ] 33% Noncompliance
ssistant
. Beatrice Shelby, E~ecutive . . .
Boys, Girls, AdultComm. Dev. Center Valerie Hansberry IS HOME.OwnerOcc 9/16/2016 Deanne Jennings 2 o 15/1S ] 13% Noncompliance
Director
AR Land & Farm Development Corp. Dr. Calvin R. King Melissa Bailey 1| HOME - Owner Ocgc] 9/20/2016 | Deanne Jennings 10) o| 41/41 24% Noncompliance
L | | | HTC | | | | | |
Heritage Place Rodney Watson Jody Patton 14 FULL Release 9/28/2016 Deanne Jennings 0 0 14/14 No Findings

10/13/2016
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Monthly Commitment Report
on Certain Housing Programs
As of September 30, 2016

EAEINBMIR
FAF/NBMIR Bank Balance at 09/30/2016 2,121,052.99
Leu: Outstanding ~ Commitments: less: Balance Remaining
Closing Date Development ~ Name Committed funded fo be Eunded
3/19/2015 Hughes Villas I1l-Hughes  Villas--Hughes--(2014 ~ UHTC recipient) 115,761.00 S 104,185.00 S 11,576.00
not dosed Old Fort Smith Homeless Coalitlof'|-Riverview — HOPE Campus.Phase I_Ft, 5mi 271,166.56 S ] 271,166.56
9/12/2016 Emerald Village at Jonesboro, ~LP-(2015 UHTC recipient) 200,000.00 S b} 200,000.00
not dosed Gorman & Co, Inc. with Metropolitan ~ Housing Authority.Cumberiand Towe 250,000,00 S J 250,000.00
not dosed Gorman & Co,Inc. with Metropolitan ~ Housing Authority.Parris ~ Towers 250,000.00 S ) 250,000.00
not closed Gorman & Co, Inc, with Metropolitan ~ Housing Authority.Powell ~ Towers 250,000.00 S $ 25000000
Total Commitments  and Fundings 1,336,927,56 S 104,185.00 $ 123274256
FAF/NBMIR Balance Available at 09/30/2016 88831043
NSP1
Granl Awarded from HUD 19,600,000.00
Grant Awarded from HUD for Construction b} 17,640,000.00
Grant Awarded from HUD for Administration  (originally 10%) - 1,960,000.00
Grant Award Available 7 19,600,000.00
Federal Dollars 5p{!nt for Construction and Administration -] 118448202521
Unspent  Federal Award from HUD -3 1,151,707.48 1)
Program Income received life to date J 2,575,637.87 131
Interest Income received life to date -7 1,829.93
Income  Available ) 2,577,457.80
Less: Program Income Spent for Construction and Administration $ (1.072,88519)
Unspent Program Income per Trust Account Icash balance as of 09/3D/2016) -1 1,504,582.55 A
Outstanding ~ Commitments: Funded with Funded with less: Balance Remaining
Closing Date Development ~ Name Committed Federal Dollars  Program Income to be Funded
Multi-Family:
12/18/2009 ALS Management+SOuth  Creekside ] 7,748,915.03 7,748,915.03
3/5/2010 The Meadows of Rogers j 5,776,260.00 5,696,759,70 79,500,30
7/27/2010 Reed Prop{!rty-SCattered  Sites $ 423,400.00 423,400,00 (&)
8/10/2012 Ford Properties Homes,LLe 1} 2,044,705.00 1,311,809.03 732,895.97 12J.13),14}
Single family. Lots: 7
. . . n
4/16/2010 Ft. Smith Neighborhood ~ Renewal Projecl 1,247,901.49 S 1,123,264.89 S 124,636.60 S )
2/18/2011 City of North Little Rock.Baring Cross Proje S 1,976,082.94 S 1,858,999.00 S 11708394 S |
Total Commitments and Fundings Inon-Admin}:>:>n:>n":>":>" S 19,668,358.84 S 18,163,147.65 S 108411681 . $ ]
Total Fundli Spent (Federal $ and Program Incomejn:>:>n:>:>nnnn:>n:>:>nNnN:>NN:>nN:>nNnN:>:>nNn $19.211,264.46
N5P-1 Funds Available to Commit at 09/30/2016 -7 1,504,582.65 “A less Il
Administration 451,004.38 $ 28514487 $ 18,768.34 147,181.17 6)
Applicatioos received bul nol submilled lor bo~,d approval yel,
nooe
1,504.582.65_ amouol available if addiliooalapplicalionsjrequeSis were approved

NoteS:
Il This balance may be de-obligated as program Income was generated aod had to be used before federal mooey could be drawn and the program
deadline to expend federal funds expired 9/6/2013.
(21 & 141 ADFA de-obligated ~ $1,414,7B3.59 as 26 lots were deeded back to ADFA on 3/7/2012. This money, along with program income received from the
sale of two lots with the Ft. Smith NeighbOfhood Reoewal Project of $165,216.41, was re-allocated to commit the funds to Ford Propertll~s Homes,
LIC which purchased 17 of the 26 lots from ADFA. On 2/21/2013, an allocation of $464,705.00 of administrative funds was approved for Ford
Properties  Homes, [IC to purchase 5 additional lots from ADFA to COlIStruct 5 additlooal — homes.
131 Proceeds from the sale of two lots with the ft. Smith Neighborhood  Renewal Project Inthe amount of $165,216.41 will be used to supplement
the funding of the Ford Properties Homes, IIC allocation (see Note 4.) Program Income funds are generated by the sale of lots with homes from the
Ft. Smith Neighborhood Renewal Project (9 of 910ts sold) aod the City of North Uttle Rock Barlng Cross Project (13 of 13 lots sold) as well as
repayments  on loans.
(5) As of 6/20/2015,  $69,437.51 wali removed from the conlitruction draw payable lor Ft. Smith Neighborhood  Renewal Project and $27,420.06
was removed from the constructloo draw payable for City of North Little Rock-Baring Cron Project as the projects are complete and units sold.
(6) Administrative  accruals not yet paid total $3,161.07-$687.50 for N5P's lihare of the Fair Houliing allocation, $,9B8.00 to reimburse ~ADFA Geoeral Fuod for
hazard Insurance aod legal bills paid on behalf of three N5P REO propertieli, and $485.47 due to ADFA General Fuod for admin tee reimbursement due for Jan-May 2016

in Mitos
not inM,ra~
in Mifos
not in Miras
not In Miro~

no/InMitos

in Mitos
in Milos
inM,tos

in Mitos  (2loons)

in Mifos
in Mitos



Grant  Awarded
less:

from HUO
5% admin fee

less:  Projects Funded (see details below)

Outstanding ~ Commitments:

LClosinG Date. Development ~ Name Committed
6/20/2012 The Manor, IliC 4,750,000.00
Total Commitments  and fundings 4,750,000.00
Program Income received life to date
Interest Income received life to date
InwmeAvailable
less: Program Income Spent for Construction and Administration
Unspent  Program Income per Trust Account (cash balance as of 09/30/2016)

NSP-3 funds Available to Commit at 09/30/2016

Administration 22000000 §

Notes:

Administrative  accruals not yet paid total $840.23.  Program income will be utilized to pay these fees.
AEDC-CDBG . DISASTER FUNDS

Grant Awarded ‘rom HUO

less:  Projects funded (see details below)

Closing Date Development ~ Name Committed
6/7/2011 Woodmont  Manor.Batesvilie Housing 968,437.00
6/30/2011 Cottages of Good Shepard IIP'Cottages  of Good Shepard | 1,350,000,00
6/30/2011 Cottages of Good Shepard IlIP.Cottages  of Good Shepard Il 1,350,000.00
12/7/2011 Peaks at North little Rock tl LP-Peaks Il 900,000.00
12/15/2011 Orchards at Mabelvale 11 LP-Crchards at Mabelval!! 11 900,000.00
1/3/2012 AlfO-Forrest ~ City Housing Partner IP-Stonebrook  Park 900,000.00
1/3/2012 Villas of NLR II, LP-Villasof NLR Il 900,000.00
1/11/2012 Villas at Country Club U LP-Viilas Il 900,000,00
6/22/2012 Helena Renaissance |Lp.Old Helena High School 900,000,00
7/18/2012 Jacksonville  Partn!!rship  for Housing LP-The Meadows 500,000.00
7/18/2013 L!lisure Homes Corporation-Park Side patio Homes orig. $58,956.10 58,956.00
Total Commitments  and Fundings 0.627.30300

COBG Funds Available to Commit at 09/30/2016

Applications received but not submitted for board appro~al yet:
none

506705.00 . amount available Ifadditional applicationsJrequerts ~ we,e .ppro~ed
Notes:

(1) As of 09/30/2016,
Per HUO, admin expenses

Administrative

$142,033.74 fees have been paid.
should be taken from AEO('s COSG-DR grant admin
not yet paid total $1,646.00.

in administrative

set-aside and the fuli $10,134,098

accruals

TAX CREDIT ASSISTANCE PROGRAM

TCAP Bank Balance at 09/30/2016

Breakdown:

Program Income received lile to date

Interest Income received life to dale

Less: Progr~m Income Spent for Trustee Fees life to date

Unspent Program Income per Trust Account leash balance) and Funds Available to Commit at 09/30/2016

Applications received but not submitted for board approval yel:
none

119540940  amount available if additional applicafions/requests ~ were approved

Noles:

(1) Asof 09/30/2016,  there are no outstanding  commitments against these funds. Program restrictions

must

will be required

Funded
4,750,000.00

4.750,000.00

LA IRN B SS0 T

42,617.89

Funded
968,437.00
1,350,000.00
1,350,000,00
900,000,00
900,000,00
900,000.00
900,000,00
900,000,00
900,000,00
500,000.00
58,956.00
9,627,393.00

be allO(ated

on future commitments

5,000,000.00
250,000.00

4,750,000.00
Balance

less: Remaining

to be funded

65,972.20
19.16
65,991.36

w v v von

65,991.36

65,991,36

207,382.11

10,134,098.00
9,627,393.00
Balance

less: Remaining

o be funded

S S06,70S.00

for affordable rental housing.

1.195,409.40

1,194,705.95
1,508.48

805.001
1,195,409.40

WmKn UV B

for these funds.

@

in Mifas

in Mifas
in Mitas
in Mitas
in Mifas
in Mifas
In Mifas
in Mifas
in Mitas
in Mitas
in Mifas
inM,t,JS

(forgivable)

(forgivable)



PRESERVATION REVOLVING |OAN  FUND-2015 round-PRLF 2

loan Awarded from USDA-Rural Development
less: Projects Funded (see details below)

less: Outstanding ~ Commitments: less:
Closinr  Date Development ~ Name Committed Funded

3/8/2016 Columbia Height «. IP.2015 [IHTC recipient 161,787.00 161,787.00

5/16/2016 Corning senior HOusing, LP.-Pinewood  Apartments-2014 UHTC recipient 335,000.00 335,000.00

Total Commitments  and Fundings 49618700 496,787.00

PRIF 2015- Funds Available to Commit at 09/30/2016

Applications received but not submitted for board approval yet:
none

162821300 amount available if additional applications were approved

Notes:
(1) Loan drxed with USDA-RO on 7/29/2015.

Transfer per Inter-Agency Agfeement from DHS 4/2/2010
less:  Projects Funded (see details belowl

less: Outstanding ~ Commitments: less:
Closing Date Development ~ Name Committed Eunded

3/31/2011 St. Francis Assisted Uving Center tp.Forrest City 162,500.00 162,500.00 $,

6/20/2012 The Manor, LLC 760,000.00 760,000.00 $

7/30/2013 Fordyce Assisted Living. Inc. 800,000.00 80000000 $

Total Commitments  and Fundings 1,722,500.00 172250000 $

Administration 44,316.47

Program Income received life to dale

Interest Income received life to date

Income  Available

Less: Program Income Spel'lt for COl'lstructiol'l al'ld Administration

Unspent  Program Income per Trust Accoul'lt Icash balance as of 09/30/1016}

Assisted Uving Funds Available to Commit at 09/3f)/1016
Application. received but not .ubmitled lor board approval yet:

none
3 04.44  amount available il additional applications were approved

Notes:

2,125,000.00
496,787.00

Balance Remaining
10 be Eunded.

5,000,000.00
1,722,500.00

Balance Remaining

lo be funded

4431547

Pl =T

12.222.30

879861
19,020.91

10020901

3.252,204.44

2240000

Il Administrative ~ fees are paid from the trust aCtount balance. Administrative  fees paid total $44,316,47 or 0.9% of the original $5000,000 funding.

Administrative  accruals not yet paid total $436.69.

ARKANSAS HOUSING TRUST FUND

Stilte Appropriation [funds held by Of &A) S 500,000.00
Less: Projects Funded (see details below) $ 153,634.00
Outstanding ~ Commitments: Less: Balance Remaining

Grant Date Development ~ Name Committed funded to be Funded
Multl-Family-Homeless Shelter:
not ~et grilMed Old Fort Smith Homeless Coalition-Riverview HOPE Campus-Phale I-Ft. Smi $ 250,000.00 250,000.00
Single family-Homeowner-Occupied Rehabilitation
signed  9/15/2015 City of Littie Rock-owner-Ottupied Rehabilitation-Little Rod 230,000.00 $ 143,634.00 $ 86,366.00
Homelns  5.-curify D.-posit RtF:
.igned  10/27/2015 Housing Opportunities Partnership  Exchange (HOPE Continuuml.Harrison 20,000.00 10,000.00 10,000.00
Total Commitments and fundings (NON-AdMIN»>>>1>>1>>1>1>>>>1>>55>1>>1>>1>> 1> 1>>1>>5>>1>1>> 500,000.00 153,634.00 346,366,00
Arkansas Housing Trust Funds Available to Commit at 09/30/2016
Administration 50,000.00 3520014 $ 14,790.86

(6]

in Mifas
M, fas

in Milol (forgivable)
in Milol
in Mitol (forgivable)

nOfinMilol

in Milal

inMllol



Mortgage  settlement Funds
Reconciled Bank Balance at 9/30/2016 1,278,529.42
Less: Outstanding Commitments:
lesS: Balance Remaining
iigned Agreemen Development Name Committed Funded 1o be Eunded
11241208 Eastern Arkansas Community — Outreach & Development  Corp. 351,862.00 351,862.00
(former  St. Frilncis COunty Community ~Development Corp approved  loan)
1/25/208 City of Reed 253,000.00 253,000.00
3/27/20B Drew County Public Facilities Board 351,714.00 351,714.00
3/27/20B Eastern Arkansas Community Outreach & Development Corp.- 509,359.20 509,359.20
various sites in Proctor, Marion and West Memphis
3/26/20B City of Stuttgart |l 324,500.00 324,500.00
5/6/20B Arkansas Land & Farm Development Corp.-Various sites-Dermott 494,340.00 494,340,00
6/24/20B Central Arkansas Planning and Development  District-various sites 507,659.00 499,259.00 8,400.00
in lonoke, Scott, England and DeValis Bluff
9/25/20B Third Party Consulting, Inc. (formerly CRT)-various sites 405,642.84 405,642.84
in Garland, Holly Grove, Kingsland, Wrightsville
12/5/20B City of McGehee 497,950.00 49793000
3,696,027.04 368762704 8,400.00
5/30/2013 Edgewood ~ Apartments, LP-Lewisville 75,000.00 75,000.00
12/19/2014 5&6 Development-Deer Run-Hamburg 226,000.00 226,000.00
12/27/20B Legacy at El Dorado LP-El Dorado 450,000.00 450,000.00
2/7/2014 leisure  Homes Corporation-Majestic View.Mountain Home 450,000.00 450,000.00
10/25/2013 Paragould Housing Dev Corp-Rolling  Hills-Paragould 450,000.00 450,000.00
11/7/2013 Pine Cove Apartments-Fordyce 175,000.00 175,000.00
8/20/2015 Huntsville  Town Branch LP- Town Branch-Huntsville 356,000.00 356,000.00
3/31/2015 IPM  Development-Milwood Place-Clarksville 450,000,00 405,000.00 45,000.00
3/31/2015 IPM  Development-Ari:ansas AHortable Two IP-West  Helena Village-West  Helena 450,000.00 405,000.00 45,000,00
12/14/2015 BRAD- Black River Housing, LP-201511HTC  recipient 450,000.00 405,000.00 45,000.00
not signed yet Gorman & Company, Inc/Metropolitan Housing  Authority.-Cumberland Towers 200,000.00 200,000.00
not signed yet Gorman & Company, Inc/Metropolitan Housing  Authority.-ParrisTowers 200,000.00 200,000.00
not signed yet  Gorman & COmpany, Inc/Metropolitan Housing  Authority.-PoweliTowers .200,000.00 200,000.00
4.132.00000 3,397,000.00 735,000.00
Homeless _ Prol~
not signed yet Old Ft. Smith Homeless COalition.RiveNiew HOPE Campus Phase Il-ong allocation 128,805.30
Old Ft. Smith Homeless COalition-RiveNiew HOPE Campus Phase I-revolved funds' 45028704
73.833.44 173,833.44
2/3/2015 Habitat for Humanity-Saline County  Project: 180,000.00 108,184.68 71,815.32
not applicable Homebuyer ~ Counselor  Fees 540,000.00 540,000.00
not applicable Mortgage  Default Counseling 285,000.00 285,000.00
not applicable NeighborWorks Training 50,000.00 46,456.25 3,543.75
Zatal Commitments  and. Fundings . nduding . tevolved . funds. & Joterest  revd less fees) 9,056,860.48 7,956,083.29 992,592.51
Settlement ~ Funds Available at 9/30/2016 28203691
REVI$ED BUDGET PER 4/13§/2013 & 2/19/2015 & 5/21/2015 & 4p1/2016 BOARD MEETINGS I
Retests—for—Boart i
Approved  Budget Approved By Board to date Currently  Available Approval Approval
Homebuver  Counselor  Fees $ 540,000.00 $ 540,000.00 $ $ $
Nerghiorforis—t rrses—for—t Y
Counselors $ 50,000,00 $ 50,000.00 $ $ $
Mortgage Default Counseling $ 285,000.00 $ 285,000.00 $ $ $
Homeowner Rehab/Recon S 3,696,194.70 $ 3,696,027.04 $ 167,66 $ $ 167.66
Multi-Family ~ Rental Rehab (tax credits) with
ST 2T frrevotvet—furis—at
8/31/2016 S 4,132,000.00 S 4,132,000.00 S $ $
Homeless  Project (approved usage of revolved
B T o e e
$45.023.14 itk i HO. i S 123.833.44 'S 123.833.44. S <. S,
Habitat for Humanity-Sliline  Co. Pro'ect S 180,000.00 S 180,000.00 S S $
Interest earnings/NSF  fees collected S S S 2,314.17 $ $ 2,314.17
Loan Repayments Received (P&l & Ulcash) $ S $ 267,012.64 $ $ 267,012.64
miisiaie_Expenses _tagpned_use o | | |
revolved funds as of 3/31/2016) I $ 20,000.00 I $ 20,000.00 S 16,442.44 I S |$ 16,442.44
Grand Total $ 9,077,028.14 S 9,076,860.48 S 285,936.91 S 285,936.91
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TO: ADFA Board of Directors
FROM: Derrick Rose
DATE: October 12, 2016

SUBJECT: Board Report

* lam working with ADFA Single Family Staff, Joey Walsh and Barbara Whittaker
to create and post interesting and relevant content to our Facebook Page. I've
attached a few of our latest posts. You can stay in the loop by putting a like on
our Facebook at www.facebook.com/arhomefinancing,

* A new tri-fold brochure was created to help with single-family program outreach
efforts. See attached.

« News clippings follow this report.


http://www.facebook.com/arhomefinancing.

Arkansas Development Finance Authority with Barbara
Whittaker and 3 others.
Published by Derrick Rose Warren 1?1. October 7 at 10:39am . O

We'd like to introduce you to our Single Family Staff. Together they have
over 130 years of mortgage lending experience, 47 of them right here at
ADFA. We want you to always feel free to call with any questions you may
have and now you can put aface with a voice. Front Row, left to right -
Virginia Wright, Joey Walsh, Dean Norman. Top row, left to right - Barbara
Whittaker, Murray Harding, Denise Wells.

109 people reached

— Like e Comment eese Share

0 Debbie Dillon Gentry and Karen Phillips Chronological'

Tl Shannon Howland So cool to put faces with name!
~ Unlike' Reply' Message' O 2. October 7 at 10:48am

Shelley Johnston Agreed Shannon Howland. | knew Virginia Wright and
Murray but so cool to see the rest.
Unlike' Reply. Message' O 2. october 7 at 8:54pm

. Write a comment...

Press Enter to post



Arkansas Development Finance Authority with Barbara

-Whittaker and Joey Walsh.
Published by Derrick Rose Warren [?) . September 21 at 10:46am . '3

If you're an individual with a modest income, living in Arkansas, ADFA
offers some of the best incentives for home ownership available anywhere.
Our first-time homebuyer program (ADFA Advantage) offers the amazing
low rate of 2.5 percent! This week Barbara Whittaker and Joey Walsh are
spreading the word at the Arkansas Realtors Association 92nd Annual
Convention and Trade Show at the Chancellor Hotel in Fayetteville, AR.



.. Arkansas Development Finance Authority
Published by Derrick Rose Warren f?). September 16 at 3:52pm' 0]

If you're using one of our downpayment assistance programs, you will
need to take a "Pre-Purchase Homebuyer Education Class" where a
certificate will be issued upon completion. A list of home buyer counselors
can be found at http://adfa.arkansas.gov/homeownership-education-
counseling. We now also offer an online homebuyer education course at
htt ps://adfa. hom ebuyerexpress.or9/Ac.../Partners/Landin 9.aspx...

Homeownership Education Counseling

If you are using one of ADFA's downpayment assistance options (ADFA
Downpayment Assistance Program (OPAI or Arkansas Dream Downpayment
Initiative  {ADDI))to purchase a home ADFA requires borrowers take a "Pre-Purchase
Homebuyer Education Class" where a certificate will be issued upon completion.
Our...

ADFA.ARKANSAS.GOV



Flrst.TIme HomebuyerTax Credit (MCC)
i. a dollllu-for dollar tax cradit for fir.t tim.,
low-te-modarat. Incom. hom.buy.r . The
certificate is luutkt by ADFAand allO'W'qual-
ifying, taxpaying homebuyers to claim a tax
credit up to 50 percent of the mortgage inter.

est paid pery.er, capped at 52.000 annually.

An MCC m.y be used elon. orwith theADFA
Mov «. Up loan program. An MCC may also b4’
comblned with the Arkan es« Dream Down-

payment Initiative (ADDI) as a stand alone.

sample MCC Calc:ulaUon

Amount of 1st Mortgag. 1150,000.00
Interest Rate 375%.

Fbt Year Inllirtlst Pald 15,125.00
—1 of a-fil for" yam $2,1112.50
-Mu  11:,000.1low.d 12,000.00

C."nt;blr !ﬂmth. Dlvided by 12 - Monthly
Savings 1l

. 50% MCC R." the mexfrrkim amount of
tax credit J4 12,000.00 per year.

For mer-. Information about ADFA home-
awnershlp programs call 682-S900 or go
to ADP"A'. web .tte at:

http://a dfa. arkansas. goy

or find u. on P"acabook .t:

www facebook comlarhomefnancing

We serve every
county in Arkansas

How we serve our
cornrnunities

By providing funding to aupport commu-
nity Investmant, housing davalopments,
and mortgage lending.

By providing lending programs targeted
to tha needs of low-to-mod.rate.income
Arkansans.

By complementing rather than compet.
ing with our community lenders as one
of the few sources of down payment
funding.

Single Family
Housing Programs
"AD FA Advantage" Loan Program i. our
30 yee 1, fixed r.t. bond lo.n for firat-time
With  ADFA Advant.g.'
2.5% interest rate, buying a hom. In Ar.

home buyer..

kansas ha. never bee n more affordabr ..

ADFA Move-Up Program offers both ["Irst.
time homebuyer. (who .re excluded from
using the ADFA Advantage program due to
higher incomes) and repeatArkansa. home.
buyers, an affordable mortgage. And when
using an ADFA Move-Up loan, borrowers

may elso b. eligible to combine it with other

ADFA .ingle family home buying incentive.

ADFA

eexud:ddl  ee'UQOV 4w TLO~ PP
1TINANOIL,, {"THO.ITV

Single Family
Homeownership
Programs

"M~ new rTIOI'i:9geisjust a little moce than
what 'm now pa'yingin rent. it's all for them,
m9 babie5 .e - Keisa 'Nilson

K.l ¢ uee d the -ADFA Adv.ntllg." and AOOI
Program. to purc:heee har "rt homs.

AOFA Down Payment Assistance (OPA)
progrern can provide up to $6,000 for
down payment and closing co.t as.ei.tance.
ADFA'. Down Payment Assistance (DPA)
Loan i. a second mortgage that carrie. the

low rte of 4 perc.nt wtth e lo-ye.r tenn.

Arkanslls Dream Downpayment Inltlattve
(ADD 1) provide. lower income, first-time
homebuyers in Arkan.ana, who qualify, up
to 6% of the purchase price of their home,
not to exce.d $10,000, It ieee econd mort-
gage loan with no monthly payment that
Is forgivabl. ovar five years. ADDI funding
i. provided through by HUD through the

Home Investment Partnerships Program.


http://www.facebook.comlarhomefnancing
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FORTSMITHe More than six years after the idea surfaced, construction has begun on a social.
services campus south of downtown to help homeless and tow-income people turn around their
lives.

The Old Fort Homeless Coalition has raised nearly $4 million to create the Riverview Hope Campus
from 35,000 square feet of a 127,000'square-footformer Riverside Furniture factory buitding at 301
S, ESt. along the Poteau River.

The purpose of the campus is to consolidate services in one location to help homeless people
develop skills or receive help aimed at breaKing the cycle of homelessness.

The campus is scheduled to open next fall, Fort Smith Hometess Director Debbie Everly said.

The price tag includes the purchase of the building, architecture and engineering fees, furniture,
fixtures, equipment, security system and a 5 percent contingency fund, Everly said.

The coalition is still short of having all the money for the project, but it had enough to begin the
construction Thursday, she said. Fundraising efforts continue.

One fundraising event win be an appearance Nov, 10in fort Smith by Ron Hall, author of the best-
seller Same Kind af Different as Me, a story about his relationship with a homeless man,

The book is being made into a movie featuring Renee ZeUweger, Greg Kinnear, Jon Voight and
Djimon Hounsou, and will be released early next year,

Everly said fort Smith pollce, who have regutar contact with the elty's hometess, estimate there are
150-180people livingon the streets.

‘This is a new beginning for the low-income and homeless in our area," Greg Pair, president of the
RiverviewHope Campus board of directors, said in a news retease.

The first phase of the campus will be a 75-bed low-demand shetter that will admit anyone as long
as they don't have alcohol or drugs on them and are not violent. Dayservices will accommodate up
to 200 people.

People at the shelter wHIhave access to sleeping mats, storage for their possessions, a kennel for
pets, food, a shower, bathroom, laundry and a barber,

They also will be offered other services from the community. Mercy Hospital will put 5)50,000 into
a clinic on the campus, and the Fort Smith School District witt offer adult education classes. Others
groups will have space to offer mental-health services, job training, dental Care, a library and a
worship center,

http://www.arkansasanline.cam/news/20  16/act/09/work -starts-an-hameless-campus-in- fa...

3Share

10/10/2016


http://www.arkansasanline.cam/news/20
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Future phases include development of 12 single.room occupancy apartments and a 25-bed unit,
called Safe Haven, for the chronically mentally ill.

The coalition will partner with several agencies and groups on the campus. Among them are Mercy
Hospital, Fort Smith Public Schools Adult Education, Western Arkansas Counseling and Guidance
Center, Valley Behavioral Health System, Fort Smith Housing Authority and the U.S. Veterans
Affairs Department.

"Byproviding a place to consolidate the services of the existing non-profits and charities, We will
be able to provide more than just the acute needs of food or shelter,’ Jeremy May, vice president
of the campus board, said in the release, .We'll be able to identify the root cause of each
individual's need, which is what we ultimately aim to address,"

The coalition has raised money for the campus from several sources, public and private.

Most recently, the J,E. and L.E. Mabee Foundation in Tulsa, Okla" awarded a $500,000 challenge
grant to the coalition in February, Everlysaid the coalition is $50,000 short of matching the
challenge goal.

The campus also has received a $500,000 grant from the Federal Home Loan Bankin Dallas; more
than $786,000 in private gifts and foundations; $445,000 in grants from the Arkansas Development
Finance Authority; a $260,739 federal Housingand Urban Development emergency solution grant; a
block fund grant from the city to cover the $603,441 purchase price of the building; cash pledges
and in-kind donations; and a $224,363 low-interest loan from the Fort Smith Housing Authority to
allow for the start of constr)lction, sald Mitch Minnick, Fort Smith HousIngAuthority executive
director.

Print Headline: S4M raised, work storts on homeless campus in Fort Smith
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ARKANSAS DEVELOPMEN"I'
FINANCE AU'rHORrL'Y

MEMORANDUM
To: ADFA Board of Directors  LJ-..
From: Brad Henry, Vice President Development FinanceelY
Re: Monthly Activity Report

Date: October 20, 2016

Economic  Development  Bonds, ADFA BondGuaranty & Conduit  Bond  lssues

The Series 20nA refunding is progressing well and is expected to close in November. Interest in
the Bond Guarantee program has also increased recently. Staff continues to work diligently on
the problem loans.

The SSBCI quarterly report for the iliird quarter is due at the end of October. Planning has
begun for winding down the program as it is scheduled to sunset in March of 2017.

The Arkansas Institutional Fund audit is nearing completion. We "ill submit ilie AIF annual
report to the Legislature and Governor's Office once ilie audit is complete.

Capital Access has enrolled 575 loans and ArCash has 37 loans enrolled. Over $20 million in
loans have now been enrolled in the CAP program.

Outi'each

ADFA and AEDC staff made a presentation to ilie Arkansas County Judges Association on
economic development incentives and financing. ADFA staff made a presentation on ADFA
programs at the USDA Rural Economic Development conference in Blytheville. ADFA staff will
also attend a second USDA conference in Helena on November 4.

900 West Capitol, Suite 310, LittleRock,AR72201 + 501-682-5900 « adfa.arkansas.gov



ADFA Bond Guaranty Fund Data
As of September 30, 2016

[~ Total Guaranty |
Bond Balances:
IOB's 57185666
City/Co Issues 3,375,000
Total Bond Balances.> 60,560,000
Less Guaranty by WFF (1,021,000)
Direct/Interim Loan Balances: ADFA's Share TotalOIS
Horner Holdings. Inc. (HHI) 288,634 288,634
Safe Foods Corp. 1,598,564 3,197,128
Southwind Milling Co., LLC 231,951 463,902
Hillslern Farms, Itd (fka Vlkon Farms) - 2.140.000
Total Direct Loans Only-> 2,119,149 6,089,664
Commitments that are unfunded: AOFA's Share Total Approved
Date Approved
Alrez 2,715,000 5.430.000
Principal of bonds refunded (2,190,000) 8/18/2016
Total Commitments yet to fund.> 625,000
Total Bonds, Direct loans and Unfunded.> 62,183,149
Venture Capital Guaranty 10.000.000
Total of all guaranties.> 72,183,149
Bond Guaranty Reserve Fund At Cost Market Value
Federated Treasury MMF 447,199 447,199
Various CD's 1,715,000 1,728,271
US Treasury Issues 735,884 740,258
US Government Agencies 15.212,113 15,320,122
Portfolio Totals-> 18,110,196 18,244 856
Coverage Ratios:
Leverage 3.986 3.956
% of Guaranty Reserve Fund 25.09% 25.28%

Additional sources of cash flows that will be credited to the guaranty fund:

Victory Lumber, LLC

Ouachita Hardwood Flooring, LLC

Arkansas Catfish Growers,
Heartland Footwear,Inc

Est of Expected

Total Due Annual Payment
488,087 65,088
348,750 93,000
301,717 38,094

68.829 26676

1.207.443 222,858

A =annual pmt, M = monthly pmt

% Guaranteed by.

ADFA AEDC
100% 0%
50% 50%
50% 50%
0% 100%

% Guaranteed by

ADFA AEDC/Other

50% 50%
Periodic
Payment

5,424 M

7,750 M

38,094 A

2,223 M



1st & 2nd & 3rd Installments

Fundings:
Capital Access
Communities Unlimited, Incl formerly Alt
lIftfund/formerly  Accion Texas
Forge,Inc.
Participation Loans
American Veg Soybean, LLC
Arez, LLC
Arkansas Short line Railroads, Inc.
ArkLam,LLC
CDR,LLC
Choctaw Bayou Enterprise, LIC
Pre-Insulated Metal Technologies, Inc
Prime Line, Inc
Sage
Southwind Mililng Company
HillsternFarms (fka Vikon Farms)
Small Business Loan Guaranty
Above and Beyond Home Care of Central AR
BluelnGreen -August 2014
BluelnGreen. August 2014

Arkansas Development Finance Author
State Small Business Credit Initiative
Status Report As of 9/30/2016

ity

BluelnGreen.
BluelnGreen
BluelnGreen
BluelnGreen.
BluelnGreen

March 2015

- March 2015
- October 2015

March 2016

- September 2016

Consolidated Construction
Consolidated Construction - January 2016
Erosion Control
Uberty Management Services
MoVista
Red Clay
Arkansas RiskCapital Matching
Acumen Holdings
Ascendant Diagnostics
Blo Detection Instruments
Black Oak Analytics, Inc
BluelnGreen
First Orion
Merchant View
Movista
Nanowatt Design, Inc
Nanowatt Design, Inc 1l
SFCFluidics
TiFiber, Inc
AOFACo-Investment Fund
Acumen Holdings
Apptegy
BluelnGreen
Insight Ecosystems
Merchant View
Movlsta
NanoMech
PicaSolar
Soul of the South Media Holdings
Spotright
Seed & Angel Network
ARKInvestmt Fund (ARKChallenge 1)
ARKInvestmt fund (ARKChallenge 2)
ARKlnvestmt Fund 2014
Fund for Arkansas Future Il
Gravity Ventures 1l
NewRoad Ventures
TriStar Technology Fund I (UAMS)
VIClnvestor Network
Funded/Expensed To Date

Unfunded Commitments:

Gravity Ventures 111

TriStar Technology Fund I1(UAMS)
Fund for Arkansas Future Il

Total Unfunded Commitments

Total Funded/Unfunded Commitments

Capital

.

Direct 5BL

Risk Capital

Access

3,105.00
10,891.04
33,504.00

47,500.04

loan Guaranty

700,000.00
470,000.00
400,000.00
350,000.00
75,000.00
5,000.00
500,000.00
140,000.00
800,000.00
1,000,000.00
214,000.00

28,000.00
140,000.00
89,950.00

140,000.00
89,950.00
89,950.00

160,000.00

160,000.00

60,000.00
60,000.00
32,000.00
160,000.00
160,000.00
160,000.00

4,654,000.00 1,529,850.00

Mvestmy

Co investment

Seed & Angel

Matching

66,667.00
200,000.00
70,000.00
300,000.00
300,000.00
250,000.00
150,000.00
105,958.00
25,000.00
25,000.00
145,000.00
58,333.33

1,695,958.33

fund. ACIF

500,000.00
300,000.00
260,000.00
100,000.00
114,521.40
100,000.00
1,000,000.00
300,000.00
1,000,000.00
450,000.00

4,124,521.40

Capital Network

150,000.00
125,000.00
175,000.00
400,000.00
187,471.47
1,000,000.00
480,000.00
125,000.00
2,642,471.47

62,528.53 |

2000000

Total
13,168,350.00

3,105.00
10,891.04
33,504.00

700,000.00
470,000.00
400,000.00
350,000.00
75,000.00
5,000.00
500,000.00
140,000,00
800,000.00
1,000,000.00
214,000.00

28,000.00
140,000.00
89,950.00
140,000.00
89,950.0Q
89,950.00
160,000.00
160,000.00
60,000.00
60,000.00
32,000.00
160,000.00
160,000.00
160,000.00

66,667.00
200,000.00
70,000.00
300,000.00
300,000.00
250,000.00
150,000.00
105,958.00
25,000.00
25,000.00
145,000.00
58,333.33

500,000.00
300,000.00
260,000.00
100,000.00
114,521.40
100,000.00
1,000,000.00
300,000.00
1,000,000.00
450,000.00

150,000.00
125,000.00
175,000.00
400,000.00
187,471.47
1,000,000.00
480,000.00
125,000.00
14,694,301.24

62,528.53 |
2000000

47,500.04

4,654,000.00 1,529,850,00

1,695,958.33

4,124,521.40

100000700
182,528.53

2,825,000.00

T00000-00
182,528.53

14,876,829,77



RECAPBY PROGRAM:

FINAL ALLOCATION

Recycled Funds

less: funded commitments to date
Less: Unfunded Commitments
Less: EKpensespaid with allocation
Allocation Available

Total Program Income

Principal Receipts on Loans/Investments and
Interest Earnings on Funds:

Less: hpenses Paid with Program Income

Less: Recycled Funds (see above):

Total Available

Arkansas Development Finance Authority
State Small Business Credit Initlative
Status Report As of 9/30/2016

I H 1 t
tenthiyg g
Capital Direct SBL Risk Capital Co Investment Seed & Angel

Access Loan Guaranty Matching Fund. ACIF CapitalNetwork Total
41,522.00 4,690,312.00 720,070.91 1,297,352.00 3,595,156.00 2,823,937,09 13,168,350,00
16,062.09 76,788.64 820,676.71 462,923.30 650,000.00 57,763.84 2,084,214.58
47,500.04 4,654,000.00 1,529,850.00 1,695,958.33 4,124,521.40 2,642,471.47 14,694,301,24
182,528.53 182,528.53
10,084.05 113,100.64 10,897.62 64,316.97 120,634.60 56,700.93 375,734.81
805,537.30

| 2,950,858.00

76,899.13

1,595,281.59

2,084,214.58




ARKANSAS VENTURE CAPITAL INVESTMENT TRUST

Investment  Report
Quarter Ended September 30, 2016
ARKANSAS RISK CAPITAL MATCHING fUND SEED & ANGEL CAP NETWORK ADFA CO*INVESTMEIIT velT
TECH ENTERPRISE ENT DEVWITH GOV GOV "GENERAL =Return of Write _down Quistanding ncome or
COMPANY NAME VALIDATION — DEV SSBCI SSBC! DISCRETION SSBCI  DISCRETION ACCT"  Total Funded  Unfunded capital of balance Balance Gain

Acumen Brands 0 250,000 66,667 0 0 500,000 0 0 816,667 0 566,667 0 250,000 1,016,123
Agricultural  Foods Systems 0 0 0 0 15,000 0 0 0 15,000 0 0 0 15,000 0
AgRobtics 0 200,000 0 0 0 0 0 0 200,000 0 0 151,015 48,985 0
Apptegy 0 0 0 0 0 300,000 0 0 300,000 0 0 0 300,000 0
Ark Investment  Fund 2014 0 0 0 175,000 0 0 0 0 175,000 0 0 0 175,000 0
Ark Investment Fund I, LLC 0 0 0 125,000 0 0 0 0 125,000 0 11,729 21.365 91,906 0
ARK Investment Fund, LLC 0 0 0 150,000 0 0 0 0 150,000 0 0 32,857 117,143 0
Ascendant  Diagnostics 100,000 0 200,000 0 0 0 0 0 300,000 0 0 0 300.000 0
Bear State Technologies 45,000 0 0 0 0 0 0 0 45,000 0 0 0 45,000 0
Bio Detection  Instruments 0 0 70,000 0 0 0 0 0 70,000 0 0 0 70.000 0
Biologics MD 0 145,494 ,0 0 0 0 0 0 145,494 0 0 0 145,494 0
Black Oak Analytics.Inc 0 0 300,000 0 0 0 0 0 300,000 0 0 0 300,000 0
BluelnGreen 0 450,000 300,000 0 0 260,000 0 0 1,010,000 0 0 0 1,010,000 0
BlueOak Arkansas 0 0 0 0 0 0 3,000,000 0 3,000,000 0 0 0 3.000,000 0
Btiques 0 0 0 0 50,000 0 0 0 50,000 0 0 50,000 0 0
Cardio Wise 100,000 0 0 0 0 0 0 0 100,000 0 0 0 100,000 0
Collinear Networks, Inc 0 0 0 0 0 0 1,000,000 0 1,000,000 0 0 0 1,000,000 0
Diamond State Ventures 0 0 a a a 0 0 41.379 41,379 0 41,379 0 0 215,BII
Energy Design Group Enterprises, 0 0 0 0 0 0 542,000 0 542,000 0 0 0 542,000 0
Eyenalyze,Inc. 60,000 0 0 0 0 0 0 0 60.000 0 0 0 60.000 0
Fund for Arkansas Future Il 0 0 0 400,000 0 0 0 0 400,000 100,000 0 0 400,000 0
Gravity Ventures Il 0 0 a 187,471 0 0 0 0 187,471 62,529 0 0 187,471 0
Greenwave  Brands, Inc 0 0 0 0 0 0 500,000 0 500,000 0 0 0 500,000 0
Hayseed Ventures 0 500,000 0 0 0 0 0 0 500,000 0 0 0 500,000 0
Info Assembly 0 0 0 0 50,000 0 0 0 50,000 0 0 0 50,000 0
Innovis Labs! Overwatch 0 0 0 0 50,000 0 0 0 50,000 0 0 0 50,000 0
Insight Ecosystems 0 50,000 0 0 0 100,000 0 0 150,000 0 0 0 150,000 0
Langhar 0 0 0 0 50,000 0 0 0 50,000 0 17,720 32,280 0 0
Merchant  View!Movista 109,998 0 255,958 0 0 214,522 99,450 0 679,928 0 0 0 679,928 0
Minewhat,  Inc. 0 0 0 0 50,000 0 0 0 50,000 0 0 0 50,000 0
NanoMech 0 750,000 0 0 0 1,000,000 1,600,000 0 3,350,000 0 0 0 3,350,000 0
Nanowatt  Design Inc 100,000 0 50,000 0 0 0 0 0 150,000 0 0 0 150,000 0
NewRoad Ventures 0 0 0 1,000,000 0 0 0 0 1,000,000 0 400,000 0 600,000 200,000
Now Diagnostics 0 0 0 0 0 0 1,400,000 0 1,400,000 0 0 0 1,400,000 0
Nutraceutlcallnnovations 100,000 0 0 0 0 0 0 0 100,000 0 0 0 100,000 0
OsteoVantage 100,000 0 0 0 0 0 0 0 100,000 0 0 0 100,000 0
Passenger Baggage Xpress {Loan} 18,000 0 0 0 0 0 0 0 18,000 0 0 0 18,000 0
Pathagllity 90,000 0 0 0 0 0 0 0 90,000 0 0 0 90,000 1,269
PicaSolar 100,000 0 0 0 0 300,000 300,000 0 700,000 0 0 0 700,000 0
Poly Adaptive LLC 36,000 0 0 0 0 0 0 0 36,000 0 0 0 36,000 0
Privacy5tar 0 500,000 250,000 0 0 0 0 0 750,000 0 0 0 750,000 0
RX Results 0 200,000 0 0 0 0 0 0 200,000 0 0 0 200,000 0
RX Results (Loan) 0 200,000 0 0 0 0 0 0 200,000 0 0 0 200,000 21,000
5FC Fluidics 113,139 0 145,000 0 0 0 0 0 258,139 0 0 0 258,139 0
Shield Aerodynamics  (Loan) 90.000 0 0 0 0 0 0 0 90,000 0 0 0 90,000 0
Soul of the South Media Holdings 0 0 0 0 0 1,000,000 0 0 1,000,000. 0 0 999,999 1 0
SpotRight 0 600,000 0 0 0 450,000 300,000 0 1,350,000 0 0 0 1,350,000 0
Stacksearch,  Inc 0 0 0 0 50,000 0 0 0 50,000 0 0 0 50,000 0
Stage | Diagnostics 0 225,000 0 0 0 0 0 0 225,000 0 0 0 225,000 0
TiFiber 100,000 0 58,333 0 0 0 0 0 158,333 0 0 0 158,333 0
TristarTechnology ~ Fund 11-UAMS 0 0 0 480,000 0 0 0 0 480,000 20.000 0 0 480,000 15,403
VIC Investor  Network 0 0 0 125,000 0 0 0 0 125,000 0 0 0 125,000 0
Vivione Biosciences 0 Y Y 0 0 0 195,083 0 195,083 0 0 195,08-2 1 0

1,262,137 4,070,494 1,695,958 2,642,471 315,000 4,124,522 8,936,533 41,379 23,088,494 182,529 1,037,495 1,482,598 20,568,401 1,469,616



Weighted Ave Years to Maturity and Weighted Ave Risk Factor

10/10/2016 |

Portfolio | e Total Loan Weighted Ave ,\Yfie'r%,h,tjﬂ”
Balance /Code Years to Maturity Risk Factor
311212 Rice Milling 6.42'% 4,631,402 t0.85 3.49
311411Frozen Fruit,luice and Veg ~Ifg 2.49% 1,792,500 8.07 4.46
311412 Frozen Specialty Food Mfg 10.18% 7,338,957 9.56 2.88
311423 Dried and Dehydrated Food Mfg 1.96% 1,415,038 12.20 4.46
311712 Fresh & Frozen Seafood Proc 0.54% 391,243 1.55 5.00
311821 Cookie & Cracker Mfg 0.06% 40,833 0.61 1.47
312140 Alcoholic Beverages (except Brandy) Distilling 0.11% 78,807 8.67 2.83
321918 Baseboards, Floor, Wood, mfg 3.26% 2,350,834 12.20 3.07
321999 All Other Misc Wood Product Mfg 2.33% 1,678,628 8.21 4.60
325211 Plastics Material & Resin Mfg 3.67% 2,646,639 6.62 3.9
327213 Glass Container Mfg 0.62% 443,958 1.55 3.58
327320 Central Mixed Concrete Mfg 0.40% 288,634 5.87 3.49
332111 Iron and Steel Forging 8.32% 6,000,000 9.10 2.46
332116 Metal Stamping 0.18% 128,333 0.89 29
332311 Prefab 1tle~alBldg & Component Mfg 2.41% 1,736,458 8.07 291
332911 Industrial Valve Mfg 0.17% 119,167 1.72 4
334419 Other Electronic Comp Mfg 1.25% 898,333 4.62 321
337122 Nonupholstered Wood Household Fum Mfg 0.35% 250,882 6.06 3.17
339920 Sporting & Athletic Goods Mfg 0.21% 149,166 3.37 271
482112 Beltline Railroads 4.94% 3,560,000 16.97 3.13
531120 Lessors of Nonresidential Buildings 2.43% 1,751,667 7.23 2.55
541712 Research & Dev Phy, Engineering & llie Sciences 4.43% 3,197,128 0.55 3.02
561910 Apparel Folding & Packaging Services 0.81% 585,000 9.05 321
611110Elementary and Secondary Schools (1) 20.04% 14,447,278 19.15 3.06
622210 Psychiatric & Substance Abuse Hospitals 3.29% 2,371,250 17.62 2.73
624190 Other Individual & Family Services 2.29% 1,653,750 17.62 2.73
624110 Child & Youth Services 0.91% 659,167 5.15 21
713940 Fitness & Recreational Sports Ctrs 0.12% 83,809 4.69 2.48
813319 Other Social Advocacy Orgs 0.71% 512,500 4.15 2.10
921190 Other General Gov't Support (guaranteed) 0.66% 473,283 9.30 2.89
926110 Admin of General Economic Programs 0.58% 419,583 13.56 2.68
Portfolio Totals (guaranteed) 86.13% 62,094,227 11.83 3.12

Venture Capital Guarantee 13.87% 10,000,000

Portfolio Totals (w/Venture Cap Guarantee) 100.00% 72,094,227



NAtCSShan

10/10/2016
Y. Loan Balance ‘1. Loan Bal"™,
311212 Rice Milling 339920 Sporting &. Athletic Goods Mfg
South sind Milling PF =G it 63902 Rich N Tone 01 0.00"10 2,083
Sourhwind Milling Bond 5% 4167500 Rich N Tone 05 020"10 147,083
6.42"1. 4,631,402 0.21% 149,166
311.nt Frozen Fruit, Juice and Veg Mfg 482112 IKltline  Railroads
American Vcg & Soybean 24110 1792500 AR Short Line RR 4_94% 1560,000
2.49". 1,792,500 4.94% 3,560,000
311412 Frozen Speo:dty Food Mfg 531120 LcllOI" of Nonresidential ~ Bldgs
Sage V Foods 05 1.630/. 1,177,083 11'C QOevdop™ICnl DRd 2.43% 12751667
Sage V Food. LR 08 2.15% 1,547,083 243" 1,751,667
Sage V Food~ Linle Rock I3Rd 1.71'10 1,235,833
S4gt' V Food.1l 12 e e 578,068 541712 Rese:lfch & DceePhy, Engineering & U{e Sciences
Gloh:d Food. 2015 T37% 2,700,000 Safe Food. PFDGS.fefood 4430/ 2197128
10.18'10 7,338,957 4.43% 3,197,128
311423 Dried and DehydralCd Food Mfg 561910 Apparel Folding &. Packaging Services
GreenWIIv<: 1.96% 1,415,038 CDawI3 0.81% 585,000
1.96% 1,415,038 0.81% 585,000
311712 Fresh &. Frozen Seafood Proc 611110 Elementary ~ and Second:uy  Schools (1)
Fum Fred, D.tfish PF045 0.05% 37,845 Maumelle Foundation (Academic 8.16% 5,885,000
Arkan"u Catfish Grower, PFQ48 O e 53620 LISA At>demy 5.87"A. 4,232,278
Arkansa. Catfi.h Growe['J PFDG051 —0a% __ aoL777 ackson"ille Lighthouse 6.01% 4,330,000
0.54% 391,243 20.04% 14,447,278
311821 Cookie &. Cracker Mfg 622210 P.yduatrie ~ &. Subst.n” Abuse Hospitals
&M Food, Ae+W11pllon (wpak 02) 0.06% 40,833 United M-~thodisl Bcha"ior.I114A 3.29% 2371250
0.06% A4{1,103 )-29% 2,371,250
312140 Alcoholic Beverages (except —Brandy )iDiskHigm—— 624110 Child &.Youth Services
Vapor Valley Spicits (I"OURYAPOR) 0.11% 78,807 McRae $Ole 01 0.91"10 659167
0.11% 78,807 0.91% 659,167
321918 Basebo:uds, Aoor, Wood, mfg 624190 Other Individual & Family Servien
WineDot 13 T326% 2350834 Methodi.t Family He:tlth Found | 229'10 1.653.750
3.26% 2,350,834 2.29% 1,653,750
321999 AU Other Mise Wood Product Mfg 713940 Fitness &. Recreational ~ Sports CU'1
ArkL1m u..C 12 2.33% 1,678,628 F;>irfidd Bay 0.12"/, 83.809
2.33% 1,678,628 0.12'10 83,809
325211 P1:Ullcl Material &. Resin MCg
AREZ,(~C 3.67% 2,646,639 8U319 Other Social Advocacy Orgs
3.67% 2,646,639 CommLivin  /Scason.oo 0.71% 512,500
0.71% '12,.500
327213 Glass Container Mfg
Arkansas Gb., 10 o627 443958 921190 Other Gener:d Gov'l Support ~(gu.tafllccd)
0.62"/. 443,958 CcmnJ AR Planning! MOO 08 0.50% 36J,333
Br.ldley Cry 10C SPEC 0.15% 100950
327320 Central Mixed Concrete MCg — 0.66% 473,28)
Hornet llol,~ng' Inc 040%—288,634
0.40'10 288,634 n6110 Admin of General Economic Programs
WecstCentnl AREOS 0.58% 0
332111 Iron and Sled Forging 0.58% 419,583
South,,"Cs<Steel Processing 2015 8.32"A 6,000,000
8.32". 6,000,000
Portfolio Totala ~arantee~ 86.13.;" 82004207
332116 Metal Stamping
MS Proce «.ing 05 0.18"/. 128,333
0.18./0 128,333 Venture C.pila! GuatlUltcc 13.87% 10,000,000
332311 Prefab Metal Bldg & Component V- gmm———
Pre.In.ulated  Metal Tech m
2.41% 1,736,458 Purtfolio Total. (w/Verllure C. 100.000~ 12,004,227,
3J2911Industriai Val"e Mfg
SW Holdings 03 0_17% 119,167
0.17% 119,167 611110 Elementary  and Secondary ~Schoo,,” (1)
Maumene Foundation  (Audet” 8.16% 5,885,000
334419 Other Electronic Comp Mfg us, demy 5.87% 4,232,278
Madison Indwtriil \.25% 898,333 aeluonville  Lighthouse 6.01% 4330000
1.251, 898,333 20.04% 104,447 278
337122 Nonupholstered ~ Wood Household ~ Fum Mfg (1) Elliting priVilte party guaranl) 1,177,000
MED Corp Spec 03510 250,882
0.35'10 250,882 L'1,270,278



POFrTrotio  RE[OTT
as_of 1071072016 WAN 9%QOE OF GUARANT LAST
COMPANY ORIGINAL CURRENT PORTFOLIO FUND RESERVE RATING
Status of ~ 15-5-405 (211A)(B) 160.000.000 le-= 89.440,000 |
current bond blllance
Current Bond ¢ty Fund 18.087,311
EDBR |  72.032.5001 54.446.956 87.68% 88.43% 1,594,943
CITY / COUNTY ISSUES 6.000.000 2,782,916 4.48% 4.52% 83,487
DIRECT LOANS 15,328.714 4.340.907 6.99% 7.05% 440,428
DAYCARE REVOLVING LOAN FUND 0 0 0.00% 0
SPEC BLDG LOAN 975,000 360,832 0.58% 3,299
PORT REVOLVING LOAN FUND - - 0.00% 0
I
TOURISM DEV LOAN PROGRAM 350,000 162,616 0.26% 743
|
SPECIAL (STATE FACILITY)
PORTFOLIO 94.688.214 62,094,227 100%". 2,122,900 —
GUARANTEE FUND LOAN BALANCE (EDBR, CITY/COUNTY. DIRECT) 61,570,779 100%
T ] T
- Guaranty Fund Percentage
B 0.14 —
- 0.12 LF fia |
- 0.1
0.08
0.06 class5
- 0.04 —
_ 0.02 T-CTaSo— s o= S— F:.——
— 0 class1 | class2 | class3 | class4 | class5 | class6 | |
ICSeriesl 0 | 0.12 | 0.00 | 0.10 | 0.03 |




co

ADFA SPECULATIVE BUILDING LOAN

FPRUGRAM
BORROWER DATE LOAN AMT CURRENT BALANCE | COMMENTS
Clark County 11/20/89  [$135,000 $0 Sold to Petit Jean Poultry. 200 jobs
Conway County 11/30/90  [$150,250 $0 Leased to Semco in 1998. 100 jobs opened
El Dorado 01/23/91 $150,000 $0 Paid off 7/28/94
Greene County 06/30/91 $135,000 $0 sold to Monroe
Clark County 11/19/91  |$135,000 $0 Building is leased to Polycarbon, 1996. 40 jobs opened
Hempstead County 10/01/96  [$253,542 $0 prospects but no firm deal
City of Warren 03/30/00  |$267,750 $0 Leased to H&L Poultry 2001. 288 jobs opened
Cross County 04/02/01 $234,000 $0
Russellville EDP 02/09/02  |$354,080 $0 )
MED Corp 10/25/02  |$600,000 $250,882
Garland Cnty IDC 06/06/03  |$875,000 $0 Technology Plaza Bldg
Paragould EDC 11/05/03 $1,000,000 $0 Sold to pharmaceutical distribution center
Bradley County 09/01/04  |$375,000 $109,950
Total Active [$1,462,542 |$360,832
Total $4,664,622




ILapltal Access Loan I'rogram

ClimUIaliy~ Pro~r<I111,\cti"il:

raee 1 111-Oct-16
BY I-DUSTRY
No_of % of Lublic % arTotal Average

Indl1~trv Sector Loairi Loans uarantee oanAmt. Funds Funds Loan Amount
11: Agriculture.  Forestry, Fishing, 182 31.65% $7,727,546.88 $197,421.04 29.53% $42,459
21: Stone Mining, Rock Quany 1 0.17% $3,000.00 $135.00 0,02% $3,000
23: Construction 38 6.61% $1,244,413.92 $44,512.65 6.66% $32,748
31. 32. 33 /l.1fg- Food-Wood-Metal 40 6.96% $1,742,936.00 $68,118.28 10,19% $43.573
42,44-45;  Wholesale | Retail Trade 106 18.43% $],175,247.15 $128,343.80 19.20% $29,955
48-49: Transportation | Warehousing 1 5.39% $926,401.37 $36,241.13 5.42% $29,884
51: Information 2 0.35% 513.000.00 $585.00 0.09% $6,500
52: Finance & Insurance 3 0.52% $46/)00.00 51,680.00 0.25% $15,333
53.81 Al Other Services (evceDt Public  Admin) 172 20.919 $5.129150 16 $191.425 36 28.64% $20.821
rlllals 575 10U,00r,f $211,(107fi95 .1~ $.MR,.1(i:1.2n 1U(J.110k
DYCOUNTY
Benton 17 2.96% 218,000.00 9,870.00 1.48% $12,823.53
Boone 33 5.74% $734,562.54 $33,055.57 4.95% $22,259.47
Bradley 94 [6.35% $4,124,271.91 $113,183.69 16.93% $43,875.23
Carroll 12 2.09% $214,150.00 $9,186.75 1.37% $17,845.83
Chicot 1 0.17% $10,000.00 $450.00 0.07% $10,000.00
Clark 63 10.96% $1,513,855.78 $52,672.70 7.88% $24,029.46
Clay 1 0.17% $200,(0).00 $9,000.00 1.35% $200,000.00
Columbia 2 0.35% $121,145.00 $3,635.00 0.54% $60,572.50
Craighead 1 0.17% $18,000.00 $810.00 0.12% $18,000.00
Crittenden 2 0.35% $55,000.00 $2,475.00 0.37% $27,500.00
Crawford 3 0.52% $40,000.00 $1,800.00 0.27% $13,333.33
Cross 2 0.35% $30,000.00 $900.00 0.13% $15,000.00
Dallas 3 0.52% $73,500.00 $2,985.00 0.45% $24,500.00
Desha 6 1.04% $486,000.00 $12,915.00 1.93% $81,000.D0
Drew 1 0.17% $333,400.00 $10,002.00 1.50% $333,400.00
Garland 18 3.13% S 1,283,679.00 $29,815.58 4.46% $71,315.50
Hempstead 11 1.91% $782,952.12 $21,590.12 3.23% $71,177.47
Hot Spring 3 0.52% $89,500.00 $4,515.D00 0.68% $29,833.33
Howard 2 0.35% $47,000.00 $1,560.00 0.23% $23,500.00
Jefferson 19 3.30% $930,702.73 $37,912.12 5.67% $48,984.35
Lafayette 39 6.78% $1,177,715.23 $28,852.02 4.32% $30,197.83
1s 1 0.17% $15,000.00 $675.00 0.10% $15,000.00
Lincoln 0.17% $48,000.00 $2,160.00 0.32% $48,000.00
lonoke 3 0.52% $386,000.00 $17,370.00 2.60% $128,666.67
Madison 26 4.52% $223,300.00 $9,418.50 1.41% $8,583.46
Marion 1 0.17% ${0,000.00 $450.00 0.07% $10,000.00
Miller 76 13.22% $3,464,214.61 $86,395.70 12.92% $45,581.77
Mississippi 2 0.35% $33,945.50 $3,360.00 0.50% $16,972.75
Monroe 10 1.74% $928,721.63 $29,884.95 4.47% $92,872.16
Newton 3 0.52% $30,000.()() $1,350.00 0.20% $10,000.00
Phillips 7 1.22% $181,620.00 $9,700.32 1.45% $25,945.71
Pike 1 0.17% $11,500.00 $345.00 0.05% $11,500.00
Poinsett 15 2.61% $482,490.50 $38,310.32 5.73% $32,166.03
Polk 2 0.35% $65,000.00 $3,675.00 0.55% $32,500.00
Pope 1 0.17% $20,000.00 $900.00 0.13% $20,000.00
Prairie 1 0.17% $62,500.00 $2,812.50 0.42% $62,500.00
Pulaski 39 6.78% $725,127.70 $35,874.99 5.37% $18,593.02
Searcy 4 0.70% $30,000.00 $1,350.00 0.20% $7.500.00
Sebastian 1 0.17% $3,000.00 $135.00 0.02% $3,000.00
Sevier 1 0.17% $10,000.00 $450.00 0.07% $10,000.00
Sc. Francis 9 1.57% $221,039.73 $8,027.30 1.20% $24,559.97
Union 2 0.35% $90,000.00 $4,950.0)() 0.74% $45,000.00
Van Buren 2 0.35% $36,560.00 $3,065.40 0.46% $18,280.00
Yell 1 0.17% $10,000.00 $450.00 0.07% $10,000.00
Washington J2 5.57% 5401,000.00 $16,995.00 2.54% $12,531.25
Woodmff 1 0.17% $35,241.50 $3,171.73 0.47% $35,241.50
fillal, A 000 SITUID? (T35 4K AR AT o
IU:"ERVE  H\L\'INCES

ItK'iENnn:. 1

Runk ~nmr ||A|’ANn 1, T="Normrr I
Southern  Fin! Part [closed] $0.00 |Southern  Finl Part R $1'U,7~.27
CSB | Bank of Bradley $77,307.56  |Community  State Bank 7 ‘f.ULL7M.QI
Community  First Bank $7,277.42 |Community ~ First Bank 7 t11917./Ui
Southern  Bancorp $66,920.47 |Elk Horn Bank & Trust 7 $209,Ih1.Sh
Enterpri~e  Corp of the Delta $85,698.93 |Ell! Corp of the nelta 1 SI:17.mHLIHI
Regions  [closed] $0.00 |Regions [closed]
Isi Jacksonville  Bank [closed] $0.00 |First Jacksonville  Bank 1 ~_~M.117
litke  River Bank of lepanto $0.00 Little River Bank (Inactil'e) 1 ~t7,h:.1U)
Alt.Con.~ulting $27,089.61  Alt.Consulting S$UILtIt"!
ACCION $7,011.63 ACCION $.1S,55(,.6.";
Fidclity ~ National $0.00 Fidelit)" National
EORGE. $59.238.96 FORGE A IvV~.~U5
futah $.U1J5.1~55 (i.im "Ilital, " SIF7.4((( =S



Capital Access Loan Program
Climlllati\"C Program ActiYity

11-0ct-16
Guaran el; PUII

0-$24,999 348 $5,053,614.70
$25,000-$49,999 127 $4,469,688.95
$50,000-$74,999 38 $1,900,533.65
$75,000-$99,999 14 $909,682.92
$100,000-$124,999 14 $1,364,031.50
$125,000 and u 34 $6,310,143.76
Totals 575 100.00% 520,007,695.48
Ko. of Jobs 2600

Public S Lcycragc 30.21 to 1

LOANS BY AGE OF BUSINESS

STARTUP
10+ YEARS [ 23%
23% - -
5-9 YEARS
17%

10



Capital Access Loan Program

October-16
Page 3

INDUSTRY

II-Nonmfg-Agriculture
23-Construction

31,32,33:  Mfg - Food-Wood-Metal
48-49 Nonmfg-Transp/PubUtii
42,44,45 Nonmfg-\V'hol/Retail ~ Tra
51: Information

53-81-0Other  Nonmfg-Serviccs
uotals

Program Comparative

Totals

i\iinority Loan Totals

Total Ca Pro ram Activity
Percentage  Minority  Activity
Paid Off

Renewed

MINORITY ACTIVITY BY INDUSTRY

O 11-Nonmfg-Ag-ric\liturc
0J 1,32, .13:;\Hg - lo'ood-WooJ-McL.1.|

.42.44,45 Nonmfg*\Vhol/Rctail Trade

NO, OF

A"MOUNT

OFLOANS
636,139.50
108,652.73
75,939.00
199,453.63
426,466.77
13,000.00
1,366,485.59

2,826,137.22

AMOUNT

LOANS OF LOANS
121 $2,826,13 7.22
575 $20,007,695.48
21.04% 14.13%

C23.COtlsttuCt1fm

051: Infonn:Ulon

0 53-HI-Qther Nonmfg-~crvkes

11

P,UBME

FUNDS
$22,508.92
$4,025.37
$2,728.17
$7,829.95
$16,100.86
$585.00
$53,907.17
$107,685.44

PUBLIC

FUNDS
$107,685.44
$668,462.26

16,11%

D4H-49 Nnnmfg-Transp/PubUtil



AR CASH PROGRAM

RESERVE
ACRSummary TOTAL # LOAN ACCT ADFAFEE ESERROWER :f” Renewal  MINORITY FIT PIT  CLAIM 2015 LOAN
10/11/2016 T LUMIINO MAAIVIVUTNT IIALANCE MIVIJUINT AMOUNT UVVINED JUIID JU”D FILED b/_\L/_\I\lbt
TANKNAME
ARVEST fIANK Fort
Smith 34 955,228.34 75,444.24 69,820.00 9,553.02 0.00 12 119 142 $433,842.17
Southern Bancorp
Arkadelphia 3 57,676.75 6,573.39 6,000.00 565.00 2 2 9 $35,121.94
TOTALS' 37 $1,012,905.09 $82,017.63 $75,820.00  $10,118.02 $0.00 14 121 151 $468,964.11
*Tolal # orloans does not reflect
renewals
P c ti No. Or
*roglram omparative 0 Amount of bublic Funds
fotals toans Loans
4inoritylFemaie L
inoritylremaie  Loans 14 $426,161.49 $28,370.00
N teport
Percentage
MinoritylFemale Loan 38%

Activity



Volume Cap Memorandum

To: ADFA Board of Directors

From: Camilla Davis, Volulme Cap Manager
Date: 11-0c1-16 I

Re: 2016 Monthly Summary

~ : Tolal Reservedllssued to Transfer to Balance
T7T7T6 Allotment Date General Remaining
ADFA SFH (17%) $51,488,750 $51,488,750.00 $0
2013 SEH CE $290 645 000 5299.&4.5.999_
o $938,473,750 ~645;
2014 SEH CF $2096 825 000 $206-825-666—
2015 SFH CF $299,515,000 $299,515,000
ADFA MFH (10%) $30,287,500 $30,287,500 $30,287,500 $0
ADFA IDBs (33%) $99,948,750 $99,948,750 $99,948,750 $0
ASLA(10%) $30,287,500 $30,287,500 $30,287,500 $0
General (30%) $90,862,500 $90,862,500 $2,100,000 $212,012,500 $300,775,000
Totals: $302,875,000 $886,985,000 $1,189,860,000 $2,100,000 $1,187,760,000

Less: Carryforward Balances.

$886,985,000

Total Available

$300,775,000

« Carryforward balances are not available for use except by the categories to which they belong.

*» The 2015 remaining balance 01$299,515,000 has been approved for MeG carryforward.



MEMORANDUM

DATE: October 12,2016

TO: ADFA Board of Directors
FROM: Chuck Cathey

RE: Problem Loan Report

The Authority's problem loans currently consist of 8 loans to 7 Borrowers with
outstanding balances totaling $12,740,666; 5 of which have delinquent amounts
totaling $962,519.

The Authority's Bond Guaranty Reserve Fund has provided or is currently
providing debt service payments on 2 of those loans totaling $753,993 of which
$548,305 is expected to be recovered in the 4t quarter 0f2016.

Based on current collateral and recovery values, if the Authority was forced to
collect on all 8 loans, the loss exposure to the Bond Guaranty Reserve Fund is
estimated to be as much as $3,481,452.

14
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Memorandum & Board Report
Earmer | Creditor Mediation Program
Septem her 2016

To: ADFA Board of Directors

From: Stanley M. "Jack" Bell tJ6

Date: October 10,2016

Re: September 2016 Farm Mediation Report

For the month of September 2016, thirty (30) Arkansas farmers were offered the
opportunity to mediate and provided statutory notice of the right to request mediation.
The amount of debts from the initiating lenders totaled seven million, five hundred and
eighteen thousand, five hundred and forty-four dollars and forty-four cents,
($7,518,544.44).  There were five (5) credit mediations performed and zero (0)

USDA IFSA adverse decision mediations performed.

The program coordinator consistently averages a number of cases each month that request
mediation and lor are scheduled for a mediation session. Some are ultimately settled by
phone. The pre-session settlement activity and other phone consultations by the
coordinator between the farmers, creditors and attorneys generally saves time and money
for the parties.

900 West Capitol, Suite 310, Little Rock, AR 72201 + 501-682-5900 <« adfa.arkansas.gov



ARKANSAS DEVELOPMENT
FINANCE AUTHORITY

MEMORANDUM
To: ADF A Board of Directors
From: Cheryl Schluterman, CPA
Vice President for Finance & Administration
Re: October Board Report
Date: October 12, 2016

The following items are presented for Board review:

« Bond Calls - Octobe’ 2016

BOllds Called, From Prepaymellt, fflolithiy Remittallces alld/or Excess Revelllles
Single Familv Ronds Amount
2005 Series D $ 105,000
2006 Series AB 160,000
2006 Series C 245,000
2006 Series DE 190,000
2007 Series ABC 550,000
2007 Series D 325,000
2011 Series N2009A-I 595,000
2009 Series A-3 400,000
2013 Series A 658,943

3,228,943
Non-Guaranteed  EDBR
2012 Series C Hendrix College' 75,000
2012 Series C Hendrix College" 6.153.638
6,228,638
Total Bond Calls $ 9457581

, July call not reported to ADFA when extra principal payment was made.

** The September call was part of the 2016 Refunding issue that closed in
September. The bonds were paid in full.

P.0.Box 8023 « Little Rock, Arkansas 72201 « 501.682.5900  wwww .arkansasgov/adfa «QUAL HOUSING

OPPORTEINITY


http://www.arkansas.gov/adfa

. Interagency Programs as of September 30, 2016. The following programs are managed by other
state agencies whereby ADFA serves as issuer and/or financial administrator. These programs are not
considered part of ADFA's financial reporting entity for purposes of the year-end auditor's report.

Program Loan Balance NO.oftoans Net Bond Balance
ANRC

Wastewater RLF $ 227,486,643 56 $ 30,426,340
Safe Drinking $ 163,433,137 59 $ 19,085,617
Wetlands Mitigation $ 497,460 2

Higher Education

CommunitylTechnical College $ 5,677,488 12

AEO-AEDC

Industry Energy Technical $ 0

Employer Assisted Home Energy $ 30,095 |

DHS

Assisted Living Fund $ 750,929

» Prison Construction  Trnst Fund as of September 302016

Bank Unfunded Unfunded Bonds
Balance Contracts Loans Outstanding
$ 8,737,297 $ 4,736,710 $ 622,524 $ 25,760,000

*Represents 2016 Correctional Facilities. One year's debt service is pledged
to the bonds, funded by the Prison Construction Trust Fund.

e Venture Capital Public Trust Fund as of September 30, 2016

Cash Investments Loans Total

Enterprise Development

Ark Risk Capital Matching $149,472 $3,469,479  $200,000 $3,818,951

SSBCI 1,629,291 1,629,291
Technology Validation 2,539 1,154,137  $108,000 1,264,676
Arkansas Co-Investment Fund:

Discretionary (GQAC) 8,741,451 8,741,451

SSBCI 2,874,523 2,874,523
Arkansas Seed & Angel Network:

Discretionary (GQAC) 215,000 215,000

SSBCI 2,176,520 2,176,520
Arkansas Venture Capital "General Account”

Recycled SSBCI 615,403 615,403

Undesignated 402,739 402,739
Arkansas Venture Development Fund 864,067 864,067
Arkansas Institutional Fund 125 17,114,383 17,114,508

Totals $1,170,278  $38,238,851  $308,000  $39.717.120



e State Operating Budget Summary as of September 30, 2016

Actual Budget Percent

Expended
Salaries and Benefits $1,374,083 $4,618,040 30%
General Operations 113,799 825,458 14%
Travel and Education 1,696 81,715 2%
Professional Fees and Services 33,455 123,810 27%
Information  Technology 145,521 264,512 55%
Capital Outlay 23,000 0%
Housing Trust Fund 15,718 0%
TOTAL OPERATING EXPENDITURES 1,668,554 5,952,253 28%
HUD HOME Program 3,007,956 16,341,215 18%
Neighborhood  Stabilization ~ Program (NSP) 1,400,000 0%
Special Federal Grants 6,600,000 0%
TOTAL FEDERAL PROGRAM EXPENDITURES 3,007,956 24,341,215 12%
TOTAL EXPENDITURES $4,676,510 $30,293,468 15%

e General Fund Programs as of September 30, 2016

Board Original 913012016
Authorization Loan Outstanding
Program Name Date Amount Amount Balance
Arkansas Tourism Revolving
Loan Fund 6/18/1998 $2,000,000 $645,000 $162,616
Habitat for Humanity,
Pulaski County 12/20/2012 300,000 224,813 194,994
Speculative  Building Program Unknown
(additional ~ funding
approved) 3/18/99,3/20/03 5,000,000 4,666,102 360,831
Port Authority 8/17/1997 2,000,000 54,334
Day Care Center Program 9/96 500,000 137,500
Direct Loan Program * 109,486,646 7,860,709
Single Family DPA *% revolving 6,059,983
TOTAL $14,639,133

* ADF A has not set a specific amount for this program.
**Principal and interest received on outstanding DPA loans are designated revolving loan funds by ADFA's Board of
Directors. (Board approval dates of 1/17/02, 5/16/02, 8/15/02, 10117/02, 2120/03, 9118/03 totaling $6,569,732.)

e Financial Statements. The July 31, 2016 and August 31, 2016 financial statements are
presented for your review.



«  Scrvicing Reports. Included in this month's fiscal report are two servicing reports. The first
is a Delinquency and Other Real Estate Summary, detailing delinquent loan and related portfolio
balances. The second is a Delinquency Report, which includes a set of graphs that express
delinquency figures for three loan portfolios. These graphs are designed to signal possible trends

and to measure portfolio performance.

Training/Confcrences  Attended  bv Finance & Administration Dcpartment  in September 2016:
IRS Shifts Attention Toward Government Entities (BKD, LLP)-
Cathy Ganaway, Cheryl Schluterman, Kristy Cunningham, Kim Poposky, Hope Lewis

Insurance Update (Accounting & Financial Women's Alliance)-
Kim Poposky

Mom, Manager, MentoL .. Maniac? (American Woman's Society of Certified Public Accountants)-
KimPoposky

NOTE: In addition to external training, several F&A staff members are cross-training to better distribute
workload and/or to provide backup support as needed. We will continue to expand our cross-training
efforts.



ARKANSAS DEVELOPMENT FINANCE AUTHORITY
BALANCE SHEET - UNAUDITED
JULY 31. 2016

ECONOMIC
DEVELOPMENT STATE
FEDERAL BOND & HEALTH
SINGLE HOUSING MULTI CUARANTY FACILITIES
FAMILY PROGRAMS FAMILY PROGRAMS PROGRAMS
ASSETS:
Cash and cash eQuivalents 40,670,059 3,194,470 4,015,310 9,730,717 17,009,265
Accounts  receivable 474,963 527 4,891 102,983
Accrued interest receivable 965,456 75,082 16,737 139,450 99,280
Accrued renl receivable 2,180 191,616
Investments, al amortized cost 255,978,584 1,553 16,376,895 1,970,577
loans receivable, at amortized
cost, net 86,343,861 4,476,775 49,774,965 68,299,559
long Term Receivable
Real Estate Owned 93,496 1,468,471
Deferred charges 87,221
Direct Financing leases 1,526,517 115,198,136
Installment Sale Agreements
Capitalized Assets
TOTAL ASSETS 297,701.320 90,161,872 8,510,902 79,024,086 202,671,416
IIABIUTIES AND FUND BALANCES
LIABIUTIES:
Bono's and notes payable, net
of unamortized  discounts
and premiums 186,798,094 2,552,114 57,615,000 183,425,000
Accrued interest payable 552,270 6,672 516,278 1,221,681
Accounts  payable 129,261 1,943,244 36,394 4,217,829
OPEB and pension liabililies
Deferred fees, advances,
grants and credits 3734,282 13,986 306
Total liabilities 187,350,364 2,688,047 1,943,244 61,901,954 202,850,816

FUND BALANCES
Restricted by bond resolution
and programs 110,350,956 87,493,825 6,567,658 17,122,132 20,600
Invested in capital assets
Unrestricted
TOTAL LIABILITIES AND FUND
BALANCES 297,701,320 90,181,872 8,510,902 79,024,086 202,871,416

OTHER ECONOMIC
DEVELOPMENT
PROGRAMS

4,149,727

6,113

3,069,317

7,225,157

5,152

22,661
27,813

7,197,344

7,225,157

GENERAL
FUND

7,624,206
517,642
283,867

61,621,245
21,640,898
1

1,083,852

91,860
92,863,571

858,545
5,666,492

411,751
6,936,788

91,860
85834 923

92,863,571

TOBACCO
SETTLEMENT

2,678,345
20,589
4,198,594

60,419,383

67,316,911

82,419,383
190,830

3,868,334

86,478,547

{19,161,636j

67,316,911

AMENDMENT
BOND DEALS

3,447,001
177,207
5,200,892

50,000,000

56,625,190

50,000,000
173,375
3,365,956

5,285,859
58,825,190

0

58,825,190

For Internal

82 INTER-AGENCY
PROGRAMS

94,551,303
25,253,513
802,208
201,190,872

411,853,643

733,651,539

78,093,690
365,705
25,344,665

38,690
103,862,750

629,788,789

733,651,539

Purposes ~ Only

TOTAL

187,070,493
26,354,519
2,585,989
193,796
546,539,212

755,878,401
)

1,561,968
1,171,073
116,724,653
)

91 860
1,638,171,964

640,903,281
3,046,811
35,901,046
5,666,492

27,347,883
712,865,513

839,379,668
91,860
85,834 923

1,638,171.964



ARKANSAS DEVELOPMENT FINANCE AUTHORITY For Internal  Purposes  Only
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND BALANCE FOR
THE ONE MONTH PERIOD ENDED JULY 31, 2016. UNAUDITED
ECONOMIC
DEVELOPMENT STATE
FEDERAL BONO & HEALTH OTHER ECONOMIC
SINGLE HOUSING MULTI GUARANTY FACILITIES DEVELOPMENT GENERAL TOBACCO AMENDMENT82 INTER~GENCY TOTAL
FAMILY PROGRAMS FAMILY PROGRAM PROGRAMS PROGRAMS FUND SETTLEMENT BOND DEALS PROGRAMS

REVENUES:
Interest  income:

Loans and direct leases 66,251 6,272 188,202 471,231 5,712 65,483 248,843 173,375 569,976 1,795,345
Investments 968,880 56 345 21,503 663 162,661 143,144 1,297,734
Amortization  of discounts

and premiums on loans and

investments,  net 12.131 (12) (299) 2,682 (33,738) (19,236)
Financing fee income 36 23,958 7,174 363,115 289,076 683,361

Totallnteraslincome 981,011 66,807 6,605 233,364 471.231 13,569 593,941 248,843 173,375 968,458 3,757,204
Federal financial assistance 291,083 24,263 29,810 323,027 668,183
State financial ~assistance 0
Otner income (loss) (1.735) 19,322 (17.279) 306
TOTAL REVENUES 981,011 357,890 6605 255,892 501,041 13569 613,263 248,843 173375 1274,206 4425695
EXPENSES:
Interest on bonds and notes'

Currant interest D57.027 2,164 184,044 o01,041 95,215 173,375 631,019 T IA7085
Accreted  interest 248843 248843

Total interest on bonds and notes 557,027 2,164 0 184,044 501,041 0 0 344,258 173,375 631,019 2,392,928
Amortized  public discounts and

premiums on bonds and notes (67,881) (69,131) (137,012)
Amortized bond and note

issuance  cost 0
Provision for losses 0
Federal financial

assistance ~ programs 383.079 24,263 158,709 566,051
Pymts to BMIR Reincentive Participants 0
Administrative expenses:

Salaries and benefits 612,478 612,478
Operations and maintenance 53,122 126,855 179,977
Othe, 194,605 7,552 9,069 905 15,927 132470 360,728
TOTAL EXPENSES 683,951 445,917 0 217,376 501p41 905 755,260 344,258 173,375 853,067 3,975,150
REVENUES OVER (UNDER) EXPENSES 297,060 (88,027) 6,605 38,516 0 12,664 (141,997) (95,415) 0 421,139 450,545
Transfer (to) from other funds 37,650 35,999 1,651 0
REVENUES OVER (UNDER) EXPENSES 297,060 (88,027) 6,605 38,516 0 (24,986) (105,998) (95,415) 0 422,790 450,545
FUND BALANCES:

Beginning  of period 110053,896 87,581,852 6,561053 17 083 616 20,600 7,222,330 86,032,781 (19.066.221) 0 629,365,999 924,855,906
End of Period 110,350,956 87,493,825 6,567,658 17,122,132 20,600 7,197,344 85,926,783 (19.161.636) 0 629,788,789 925,306,451



ARKANSAS DEVELOPMENT FINANCE AUTHORITY
BALANCE SHEET - UNAUDITED
AUGUST 31.2016

ECONOMIC
DEVELOPMENT STATE
FEDERAL BOND & HEALTH
SINGLE HOUSING MULTI GUARANTY FACILITIES
FAMILY PROGRAMS FAMILY PROGRAMS PROGRAMS
ASSETS:
Cash and cash equivalents 45,552,858 3,752,101 4,043,235 10,129,371 17,402,178
Accounts  receivable 412,173 29,154 132,792
Accrued interest receivable 953,663 78,055 5,329 85,646 142,918
Acaued rent receivable 221,458
Investments, at amortized cost 251,439,945 1,381 16,506,370 2,219,931
Loans receivable, at amortized
cost, net 65,975,769 4,456,911 49,580,924 67,680,809
Long Term Receivable
Real Estate Owned 103,859 1,468,471
Deferred charges 85,413
Direct Financing Leases 1,456,677 115,867,097
Installment Sale Agreements
Capitalized Assets
TOTAL ASSETS 298,031,880 90,322,557 8,506,856 79,256 613 203,667,183
LIABILITIES AND FUND BALANCES
IIABILITIES:
Bonds and notes payable, net
of unamortized  discounts
and premiums 186,263,872 2,552,115 57,615,000 183,425,000
Acctued interest payable 1,017,653 8,839 700,321 1,722,721
Accounts  payable 56,039 1,943,574 60,658 3,960,641
OPEe and pension liabilities
Deferred fees, advances,
grants and credits 3,708,758 14,538,221
Total liabilities 187,281,525 2,616,993 1,943,574 62,084,737 203,646,583
FUND BALANCES
Restricted by bond resolution
and programs 110,750,355 87,705,564 6,563,282 17,171,876 20,600
Invested in capital assets
Unrestricted
TOTAL lIABILITIES AND FUND
BALANCES 298,031,880 90,322,557 8,506,856 79,256,613 203,667,183

OTHER ECONOMIC
DEVELOPMENT
PROGRAMS

3,985,833

2,401

3,030,674

7,018,908

22,664
22,664

6,996,244

7,018,908

GENERAL
FUND

10,172,105
93,946
304,529
59.303,172
21,562,060

1
1,083,852

90126
92,610,391

858,545
5,622,308

411751
6,892,604

90,726
85,627,061

92,610,391

TOBACCO
SETTIEMENT

2,678,788
41,457
4,198,594

60,668,225

67,587,064

82,668,225
286,245

3,889645

66,644,115

(19,257,051)

67,587,064

AMENDMENT
BOND DEALS

3,447,580
353,915
5,200.892

50,000,000

59002,387

50,000,000
346,750
3,366,408

5,289229
59,002,387

0

59,002,387

For Internal

82 INTER-AGENCY
PROGRAMS

95,742,571
25,253,513
933,863
201,946,267

411,736,841

735,613,055

78,589,434
578,491
25,015,698

38,095
104,221,718

631,391,337

735,613055

Purposes

Only

TOTAL

196,906,620
25,922,178
2,901,176
221,458
540,816.553

754,692,213
0

1,572,331
1,169,265
117,323,774
0

90.726
1,641,616,894

641,113,646
4,661,020
35,261,563
5,622,308

27,898,363
714,556,900

641,342,207
90,726
85,627,061

1,641,616,894



ARKANSAS DEVELOPMENT FINANCE AUTHOR/TY
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND BALANCE FOR
THE TWO MONTH PERIOD ENDED AUGUST 31. 2016 ~UNAUDITED

REVENUES:

Interest income:

loans and direct leases
Investments

Amortization  of discounts
and premiums on loans and
investments,  net

Financing fee income

Tolallnterest Income

Federal financial assistance
State financial ~assistance
Other income (loss)

TOTAL REVENUES

EXPENSES:

Interest on bonds and notes:
Current interest
Accreted  interest
Total interest on bonds and notes

Amortized public discounts and
premiums on bonds and notes
Amortized bond and note
issuance cost

Provision for losses

Federal financial

assistance  programs

Pymts to BMIR Reincentive
Administrative  expenses:
Salaries and benefits
Operations and maintenance
Other

Participants

TOTAL EXPENSES

REVENUES OVER (UNDER) EXPENSES
Transfer (to) from other funds
REVENUES OVER (UNDER) EXPENSES

FUND BALANCES:
Beginning of period

End of Period

SINGLE

FAMILY

1,923,046

25,687

1,948,733

1,948,733

1,111,152

1,111,152

(68,133)

209,255
1,252,274

696,459

696,459

110,053,896

110,750,355

FEDERAL
HOUSING MULTI
PROGRAMS FAMILY
372,563 1,551
1,083 701
(23)
3B
373,684 2,229
600,358
974,042 2,229
4,331
4331 0
(51,170)
822,115
55,236
19818
850,330 0
123,712 2,229
123,712 2,229
87581,852 6,561,053
87,705,564 6,563,282

ECONOMIC
DEVELOPMENT
BOND
GUARANTY
PROGRAM

371,720
43,025

(1,471)
47,920
467,194
48,526
3,515

519,235

368,087

368,087

48,526

14362
430975

88,260

88,260

17,083,616

17,171.876

STATE
& HEALTH
FACILITIES
PROGRAMS

942,462

942,462

59,619

1,002,081

1,002,081

1,002,081

1,002,081

0

20,600

20,600

OTHER ECONOMIC
DEVELOPMENT
PROGRAMS

12,332
1,376

15,985

29,693

29,693

7,388

7,388

22,305
{248.391)

(226,086)

7,222.330

6,996,244

GENERAL
FUND

127,128
325,058

3,465
509,129

964,780

19,522

984,302

1,029,257
252,024
54,014
1335,295
(350,993)
35,999

(314.994)

86,032,781

85,717,787

TOBACCO
SETTIEMENT

497,685

497,685

497,685

190,830
497,685
688,515

688,515

(190,830)

(190,830)

£10,066.221)
(19.257.001)

For Internal Purposes  Only
AMENDMENT 82 INTER-AGENCY TOTAL
BOND DEALS PROGRAMS
346,750 1,126,098 3,804,289
264,816 2,579,105
j63,343) j35,685)
573,097 1,146169
346,750 1,920,668 7,493,878
1,924,122 2,632,625
0
(7.279) 5,758
346,750 3827,511 10,132,261
346,750 883,393 3,906,624
497,685
346,750 883,393 4,404,309
(138,261) (206,394)
0
(51,170)
911,468 1,782,109
0
1,029,257
307,260
138497 443,334
346,750 1,795,097 7,708,705
0 2,032,414 2,423,556
(2.076) (219.468)
0 2,025,338 2,204,088
0 629,365999 924,855,906
0 631,391,337 927,059,994



ARKANSAS DEVELOPMENT FINANCE AUTHORITY
DELINQUENCY AND OTHER REAL ESTATE SUMMARY

September-16

Number of Delinquent Payments Total Total
Program Loans 3 or More Delinquent Loan Program Loan
Proaram Name Dellnquent 1 Payment 2 Payments Payments Balance Balance
21 Rural Housing Multifamily 0 $ $ $ $ $ 1,202,862.75
27 Tax Credit Assistance Program (TCAP) 0 $ $ $ $ - $ 19,268,347.05
28 Exchange Pro9ram Forgivable Loans 0 $ $ $ - $ - $ 92,869,859.00
31 Guaranteed ED 2 $ 11,851.64 $ $ 205,688.34 $ 1,797,794.79 $ 54,446,958.37
35 Arkansas Department of Correction 0 $ $ $ - $ - $ 5,477,475.59
49 Assisted Living Revolving Fund (AUF) 0 $ $ $ - $ - $ 750,929.25
50 COBG 0 $ $ $ $ - $ 7,700,000.00
52 PRLF 0 $ $ $ - 3% - $ 2,486,081.16
65 SSBCI 4 $ - $ $ 342,862.22 $ 1,523,568.72 $ 3,805,505.69
70 Settlement Funds Repayable Loans (SH) 1 $ - $ - $ 1,100.20 $ 41,132.17 $ 4,638,765.35
70 Habitat for Humanity - Saline County 0 $ - $ - $ - $ - $ 113,337.14
81 FAFIBMIR 24 $ 1,74722  $ 37218 $ 179,485.00 $ 963,516.25 $ 7,321,236.22
61 CTC (College Tech) 0 $ - $ - $ $ $ 5,677,487.63
61 OPA ( Repurchased) 7 $ $ 18225 $ 10,71840 $ 18,994.17 $ 18,994.17
61 Habitat for Humanity- Pulaski County 0 $ $ $ $ $ 194,994.39
61 Project Fund (Direct Loans)*" 1 $ 547.70 $ $ $ 57,047.93 $ 5,992,073.54
61 RECDS 0 $ $ $ $ $ 26,031.09
61 Tourism Reserve Fund 0 $ $ $ $ - $ 162,616.05
63 Bond Guaranty Fund 0 $ $ $ $ $ 1,207,443.47
64 HOME 109 $ 12,361.80 $ 6,100.30 $ 616,954.45 $ 9,530,050.22 $ 107,660,090.01
95 Neighborhood  Stabilization (NSP) 0 $ $ $ $ - $ 14,917,592.78
96 Neighborhood Stabilization (NSP)IlI 0 $ $ $ $ - $ 4,664,027.80
TOTAL 146 $ 26,508 $ 6,655 $ 1,356,819 $ 13,932,104 $ 340,622,709
DELINQUENT LOAN _BALANCES
30 Days 60 Days 90 or More Total Delinquent Program Balance
Master Servicing” 6 $ 6.224.98 $ $ 2416312 3 30,388.10 $ 195,826.19
OTHER REAL ESTATE OWNED
| Program Propert Name Value
I HOME EARNESTINE JACKSON 17,500
HOME WILUE EARL KING 26,157
HOME ESTATE OF JUUA WALKER 50.000
HOME LOTS 12, 13 AND 81 WESTCHESTER VILLAGE, PINE BLUFF 21.000
HOME REGINA BROCK 36,271
ECONOMIC DEVELOPMENT H&L POUL TRYfOZARK MOUNTAIN POULTRY 1,468,471
—DSP . REED PROPERTIES —_—
- $ 1,619,402
FINANCED SALES OF REO
ECONOMIC DEVELOPMENT Bradley LumberfOuachita Hardwood Lease 348,750
EocolNaoMIc _DEV/EL ODMENT RBS_Lumberiictons Lumber loaso /Iggagj:
$ 836,837
INSUBSTANCE FORECLOSURES
PROJECT FUND ( DIRECT LOAN) Norphlet Chemical -1
$ 1

"Primarily Single Family Whole Loans
"Delinquent  payment amount on project fund does not Include any payments on Catfish loan. The Catfish loans are included In the "Delinquent Loan Balance" amount.
eeeValue listed is based upon total HOME funds disbursed. This amount will be adjusted to market value when that is determined.




Aloan Isconsidered 90 days delinquent when It has three or more payments past due and it Isnot Involved inany litigation nor any special repayment agreements.
etc. THESEIOANS WILL NOT APPEAR IN THE OTHER DEUNQUECY NUMBERS. A loan balance will be Included
chart when It Isat least 60 days delinquent and the borrower and ADFAhave reached a specific agreement to spread a delinquency oyer time Inorder to bring the loan current.

more days delinquent

the "Special Repayment Agreement"
Is not kept the loan will normally proceed to the litigation

the agreement

DELINQUENCY REPORT PRESENTED TO THE BOARD OF DIRECTORS FOR SEPTEMBER 2016
DIRECT SERVICED - MASTER SERVICED - ECONOMIC DEVELOPMENT GUARANTY LOANS
DELINQUENCY REPORT (AS A PERCENT OF TOTAL LOAN BALANCES)

and Involved In some type of Iltlgatlon. Examples may be bankruptcy. foreclosure.

catelory. If the agreement

60 DAYS DELINQUENT

8.00% 14.00%
7.00% 12.00%
:.ggz/b 10.00%
B (
8.00%
4.00% ~
3.00% 6.00%
2.00% | o e e ——  — — — — — —
oy a~- P — e — 4.00%
o -000/0 (] [ ] L] i 1 2.00%
.00%
0.00%

Jul-IS AUK.ISsep-IS Oct-IS NOV-1SDeC-ISJan-16 F~b-16 Mar-16 Apr.16 May-1S Jun-16 Jul.16 AUK-ISep-IS

* DIRECT SERVICING

« MASTER SERVICING « ED BOND GUARAN1Y WANS

LOANS IN LITIGATION

12.00% 9_00%
10.00% 8_00.16
8.00% 7.00%
Dadls 6_00%
6.00% 5.00%
4.00%

4.00%
3.00%
2.00% H 2.0096

° ! J

0.00% b = - o == 1.0096
IUIMS  AUK-ISsep-IS Oct-IS NOV-ISDec-1S Jan-16 Feb-IS Mar-IS Apr-16 May-IS Jun-16 Jut-16 AUK-16Sep-16 0.0096

« DIRECfSERVICING

« rIASTER SERVICING « ED BOND GUARANTI' WANS

Is kept, the loan will appear Inthe Special Repayment Agreement

« DIRECT SERVICED

numbers until It Is less than 60 days delinquent.

90 DAYS DELINQUENT

Jul-1IS  Aug-IS Sep-IS Oct-IS Nov-IS DeC-IS Jan-16 Feb-16Mar-16Apr-16 May-
16

« ED BOND GUARANIY WANS

Jun-16  Jul-16 Aug-16 Sep-16

*« MASTER SERVICED

SPECIAL REPAYMENT PLANS

lui-IS  Aug-IS S~p-IS Oct-IS Nov-IS DeC-IS Jan-16 Feb-16 Mar-IS Apr-16 May-16 Jun-16 Jul-16 Aug-16 Sep-16

« DIRECf SERVICED « ED BOND GUARANIi"  WANS

The nin Litigation™ chart reflects any loan ttlat Is 90 or
In

If



US BANK MASTER SERVICING DELINQUENCY REPORT FOR SEPTEMBER 2016
THIS REPORT REPRESENTSTHE FIRST MORTGAGE LOANS (% PRINCIPAL) SERVICED BY US BANK IN THE HOME-TO-OWN PROGRAM

TOTAL DELINQUENT

00107 R ————

25.00%
20.00%
15.00%
10.00%
5.00%
0,00%
Jul.IS Sep-15 Nov-IS Jao-16 Mar-16 May.16 Jul-16 Sep.16
30 DAYS DELINQUENT 60 DAYS DELINQUENT
2.50%
8.00%1
2.00%
6.00% :
1.50%
4.00%
1.00%
2.00%
0.50%
0.00%
Jul~IS  Sep-15 Nov-IS jan-16 Mar-16 May-16  Jul-16  Sep-16 0.00%
lul.1S Sep-15 Nov-I1S lan-16 Mar-16  May-16 Jul-16 Sep-16 |
90 + DAYS DELINQUENT LOANS IN FORECLOSURE
6.00% 8.00%
5.00% 7.00%
4.00% 6.00%
5.00%
3.00%
4.00%
2.00% 3.00% -
1.00% 2.00% - -
0, -
0.00% 1.00% | I I
JUHS Sep-15  Nov-IS  Jan~16  Mar-16 May-16  Jul-16 Sep-16 0.00%

Jul-1S Sep-15 Nov-IS lan-16 Mar~16  May-16 Jul.16 Sep-16
90 DAYS  « BANKRUPTCY + 10SS MITIGATION
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