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Hello! Welcome to the webcast.

Coordinator, Government & External Affairs
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Columbus, OH

Are you a CDFA Member?

Members receive exclusive access
to thousands of resources in the
CDFA Online Resource Database.

Become a member today at
www.cdfa.net
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Legal Disclaimer

CDFA is not herein engaged in rendering legal, accounting, financial
or other advisory services, nor does CDFA intend that the material
included herein be relied upon to the exclusion of outside counsel or
a municipal advisor. This publication, report or presentation is
intended to provide accurate and authoritative general information
and does not constitute advising on any municipal security or
municipal financial product. CDFA is not a registered municipal
advisor and does not provide advice, guidance or recommendations
on the issuance of municipal securities or municipal financial
products. Those seeking to conduct complex financial transactions
using the best practices mentioned in this publication, report or
presentation are encouraged to seek the advice of a skilled legal,
financial and/or registered municipal advisor. Questions concerning
this publication, report or presentation should be directed to
info@cdfa.net.
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People in pursuit of answers

FitchRatings Social Impact Investing:;
Credit Ratings for CDFIs

Mikiyon Alexander, Senior Director. Sector Head

April 20,2021



CDFls Social Impact

Diverse Lending Model

e CDFIs fund different types of community initiatives including but not limited to:
* Filling the housing affordability gap
e Supporting community residents create smart businesses
* Investing in local health centers, Charter schools, or community centers

e Eliminating food deserts

Different Types of CDFls

e Community Development Banks

e Community Development Loan Funds

e Community Development Credit Unions

e Community Development Venture Funds

FitChRatngS www.fitchratings.com



Breakdown of Dept of Treasury Certified CDFls

Dep Institution Holding Venture Capital Fund 1%
Company ; —

8%

Loan Fund 51% Bank or Thrift 12%

Credit Union 28%

Source: Local Initiative Support Corporation
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Debt Issuance

Note Programs Rated Issuance
$300,000,000 $1.05 Billion

1%

Bond Issuance
$751,670,000

: Source: Local Initiative Support Corporation

FitChRatingS www.fitchratings.com



Fitch Ratings Current Approach to Rating CDFIs

Fitch Ratings’ criteria for rating public sector or not-for-profit entities that support essential

public or social services and activities, and whose debt is intended to be repaid from the entity’s

owh revenues and resources. Such entities include but are not limited to:

Essential public utilities,

Educational institutions,

Healthcare-related entities,

Affordable housing providers,

Social services providers,

Charitable/cultural institutions; and

Government-owned strategic investment holding companies.

Under this master criteria are Issuer Default Ratings (IDR) are used to inform instrument ratings

generally. An entity is assigned an IDR where the entity is a distinct legal entity.

FitChRatngS www.fitchratings.com



Key Rating Drivers: Public Sector, Revenue-Supported
Entities Rating Criteria

Revenue Defensibility

Operating Risk

Financial Profile Risk and Fitch
Stresses

Loan Program & Other
Revenue Stress

Operating Expense Stresses

Debt/EBITDA

Adjusted Debt/EBITDA

Attribute Assessment Informs Key Rating Driver

—_— Demand Risk Pricing .
Characteristics
|

Analysis of
Volatility in
Demand and
Competitive
Position

Regulatory Flexibility in Other
& Price Setting Revenue
Contractual -vs- Price Sources
Mechanisms Takers for
Considered Loan H ?'gd
Products oldings

Asymmetric Risk Factors

Debt Profile

............................................ Legal and Regulatory

Information Quality
Investment Quality and
Counterparty Exposure

FitchRatings

www.fitchratings.com




HFAs are not a direct peer comparison of CDFIs however key performance ratios for a social or
mission-oriented lending institution are similar

Definitions of Financial Measures

Strength

Description

Adjusted Debt to Equity

Short- and long-term debt divided by total equity (equity defined as the net assets) less any material
non-earning assets (for example, deferred debt-financing costs).

Debt to Equity

Short- and long-term debt divided by total equity.

Net Income

Total revenue less total expenses and any additional dividends/transfers and/extraordinary loss/gain.

Net Interest Income

Investment and mortgage interest revenue less interest expense.

Net Interest Spread

Net interest income as a percentage of total interest income.

Net Operating Revenue

Total operating revenue less total operating expenses before extraordinary items.

Net Operating Revenue as % of Total
Revenue

Net operating revenue divided by total revenue.

Operating Expenses

General and administrative, mortgage loan servicing fees, amortization of debt issuance and all other
(non-interest) expenses.

Return of Average Assets

Net income (exclusive of any extraordinary gain/loss) as a percentage of average assets.

Return on Average Equity

Net income (exclusive of any extraordinary gain/loss) as a percentage of average total fund equity.

Revenue-Producing Assets to Debt

Cash, investments and total loans divided by total debt.

Source: Fitch Ratings.

FitchRatings

www.fitchratings.com



Century Housing Corporation AUM, Liabilities and

Operating Revenue

Interest Income to Interest Expense
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Century Housing Corporation ‘AA’ Stable

Adjusted Debt to Equity
s CHC e 5 Year Average
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Source: Fitch Ratings, Fitch Solutions..
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Peer Comparison of 6 of the 11 Rated CDFIs (Century Housing Corporation)
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Sample of Six Rated CDFIs Against Key Lending Ratios
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Snapshot of Six rated CDFIs compared to Housing
Finance Agency Ratios

NIS: CDFIs Performance Compared to CDFI NOR as a % of TR Compared to
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People in pursuit of answers
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Disclaimer

Fitch Ratings’ credit ratings rely on factual information received from issuers and other sources.
Fitch Ratings cannot ensure that all such information will be accurate and complete. Further, ratings
are inherently forward-looking, embody assumptions and predictions that by their nature cannot be
verified as facts, and can be affected by future events or conditions that were not anticipated at the
time a rating was issued or affirmed.

The information in this presentation is provided “as is” without any representation or warranty.

A Fitch Ratings credit rating is an opinion as to the creditworthiness of a security and does not
address the risk of loss due to risks other than credit risk, unless such risk is specifically mentioned.
A Fitch Ratings report is not a substitute for information provided to investors by the issuer and its
agents in connection with a sale of securities.

Ratings may be changed or withdrawn at any time for any reason in the sole discretion of
Fitch Ratings. The agency does not provide investment advice of any sort. Ratings are not
a recommendation to buy, sell, or hold any security.

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ THESE
LIMITATIONS AND DISCLAIMERS AND THE TERMS OF USE OF SUCH RATINGS AT WWW.FITCHRATINGS.COM.

FitChRatngS www.fitchratings.com 4/3/14
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Social Impact Investing Credit Ratings for CDFIs

Credit Ratings in the Public Debt
Markets

Michael L Sorth, Managing Director

© 2021 Hilltop Securities Inc. All Rights Reserved. Member FINRA / SIPC / NYSE.



What are the Capital Markets? Where is the opportunity? Hi“tops(ecurities_m

One of the most critical operational requirements for any organization is funding operations

» In the case of CDFI's, capital could be needed to fund a loan expansion, fund growth into a new market, refinance existing
obligations, etc.

» CDFI Managers have several options when sourcing capital for these projects:
— Permanent Equity Investment / Endowments
— Grants

— Bank Loans

— Capital Markets/Securities/Bond Issuance — borrowing through the issuance of debt securities (bonds) in a broadly
distributed public offering to institutional and/or individual investors

* Varied Maturities
» Short Term (Commercial Paper, < 9 months maturity to avoid expensive registration process)
» Medium Term Notes (1-5 years)
» Long Term Bonds (5+ years)
e Fixed or variable (floating) interest rates
» Diverse investor base
> Asset Managers, Private Wealth Managers / High Net Worth Individuals / Registered Investment Advisors
» Insurance Companies

» Regional / Community Banks

© 2021 Hilltop Securities Inc. All Rights Reserved. Member FINRA / SIPC / NYSE.




Benefits & Challenges of Capital Markets Issuance Hiutops(ecurities_m

» |ssuing securities in the debt markets has several potential benefits:
— Broadens investor base
— Diversifies funding for balance sheet, which has several related benefits
* Reduces counterparty exposure/risk (by limiting exposure to any one lender, credit line, or benefactor)
e Provides secured funding in case bank lending market dries up (as tends to happen in credit crises)
— May enable longer-term amortization than traditional bank lending
« Provides access to rates at different points in the yield curve
e May allow for more total borrowing/leverage than other capital sources due to potential long-term amortization
» [ssuing securities in the capital markets also has several challenges:

Requires rigorous financial disclosure, both at issuance and on an ongoing basis

— May be completed on a non rated basis but credit rating may be needed

— Includes time commitment from CDFI staff and working group for tasks such as offering document preparation and
rating/investor presentations

— Pricing and timing of execution can be subject to ever evolving market conditions

— Terms can be more stringent and less easy to negotiate than private lending terms

© 2021 Hilltop Securities Inc. All Rights Reserved. Member FINRA / SIPC / NYSE.



Example CDFI Issuer HiIItopSecurities_m

25! RAZA RDF Expands Into Capital Market with Community Investment Taxable Bonds
PES DEVELOPMENT
.\\?‘? SFEE!'NGDAMERI(]

=)

PHOENIX, Ariz.— The Raza Development Fund (RDF) completed its inaugural
public debt offering by issuing $50 million in community investment taxable
bonds. The bonds are unsecured, interest only, maturing in July 2034, and
paying an annual coupon of 3.53% every six months. Hilltop Securities and J.P.
Morgan were the underwriters in the transaction, with Lewis Roca Rothgerber
Christie, and Greenberg Traurig acting as issuer’s and underwriter’s counsel,
respectively.

“Our mission is to serve Latino & Poor families by providing access to
important community resources. This is made possible through our financing
of multiple community development projects including education facilities,
affordable housing, community health clinics and food bank facilities in low-
income communities. It is at the heart of our mission,” said Tom Espinoza,
president and CEO. “Our organization entering the capital bond market is a
major accomplishment as the largest Latino Community Development
Financial Institution (CDFI) in the country.”

This 15-year financing provides additional flexibility to the capitalization of RDF, as it continues to diversify its funding sources now having the public debt markets among the
capital providers of the Fund, which include major financial institutions, insurance companies, the Federal Home Loan Bank of San Francisco, and the Federal Financing Bank
through the CDFI Fund Bond Guarantee Program.

In the past decade, our financings have served nearly 280,000 patients and over 245,000 families annually, building nearly 60,000 housing units and providing for over 87,000
classroom seats for students.

S&P Global Ratings assigned an AA(-) credit rating to RDF, and stated that “With its national footprint, the Fund is positioned to respond to the needs of underserved communities,
facilitate financing to projects, and provide technical assistance that aims at serving families in low-income communities across the country by working through community-based
organizations.”

Founded in 1999 as a support corporation of UnidosUS, RDF provides access to capital and financing solutions to non-profits, UnidosUS affiliates, and other Latino-serving
organizations across the country with the mission of breaking the cycle of poverty in low-income communities. Since inception, RDF has originated over $900 million of community
development loans and investments in 34 states across the nation, leveraging over $4 billion of capital into low-income communities. Headquartered in Phoenix, AZ, RDF lends
nationwide and has offices in Seattle, WA and New York City, NY.

Source: https://razafund.orqg November 27, 2019

© 2021 Hilltop Securities Inc. All Rights Reserved. Member FINRA / SIPC / NYSE.


https://razafund.org/phx/the-dangers-of-eating-too-much-restaurant-food/

Current Interest Rates / Yield Curves HilltopSecuritieskm

Bloomberg US TSY Active Curve

= Bloomberg Muni Taxable AAA Curve

== Bloomberg Corporate AA Curve Investment Grade
Bloomberg Corporate A Curve

= Bloomberg Corporate BBB Curve

Bloomberg Corporate BB Curve Non - Investment Grade

Source: Bloomberg LP — April 14, 2021 Market Close




Disclosures HiIItopSecurities_m

This presentation is prepared for general circulation and for general educational and
informational purposes only. The information in this presentation is designed to give general
and timely information on the subjects covered. It is not intended to be used as the basis for
investment decisions by any individual or entity or as a recommendation for any particular
securities, financial instruments or strategies.

All information contained herein is obtained by Hilltop Securities, Inc. (HTS), a Registered
Investment Advisor, from sources believed by it to be accurate and reliable. Information is
provided “as is” without warranty of any kind, and HTS makes no representation or warranty,
express or implied, as to the accuracy, timeliness, completeness, merchantability or fitness for
any particular purpose of any such information or analysis. Neither the information contained
herein, nor any opinion expressed constitutes an offer, or an invitation to make an offer, to buy
or sell any securities or other investment or any options, futures or derivatives related to
securities or investments. Nothing herein constitutes or should be construed as a legal opinion
or advice. Recipients should consult their own attorney, accountant, financial or tax advisor or
other consultant with regard to their own situation or that of any entity which they represent
or advise. Neither HTS nor any of its affiliates shall have any liability for any use of the
information set out or referred to herein.

Hilltop Securities Inc. is a registered broker-dealer, registered investment adviser and
municipal advisor firm that does not provide tax or legal advice. HTS is a wholly owned
subsidiary of Hilltop Holdings, Inc. (NYSE: HTH) located at 1201 EIm Street, Suite 3500, Dallas,
Texas 75270, (214) 859-1800, 833-4HILLTOP.

© 2021 Hilltop Securities Inc. All Rights Reserved. Member FINRA / SIPC / NYSE.
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What is a CDFI?

Community Development Financial Institution

e Private, typically not-for-profit, Financial Institution,
mission-focused on Community Development

e May apply for certification by the US Department of Treasury CDFI Fund

e Earliest origins in the 19t Century
O Gained momentum in 1960s War of Poverty
O Early focus included Poverty and Racial Discrimination
O Today focused on: Small Business, Education, Health, Financial Literacy, Credit Repair,
Healthy Foods, and Housing

e CDFIs may be: Community Development Banks, Credit Unions, Loan Funds, Venture Capital Funds,
Micro and SBA Lenders, or Community Development Corporations

e Approximately 1,200 CDFlIs today



Century’s History

Created as a result of environmental justice litigation to remediate the
disparate social impacts of the creation of a highway, the “Century Freeway.”

Privatized in 1995 with $140 million. Today a family of companies all focused on Affordable Housing:
Development, Ownership, and Lending (via Loan Fund, Century’s rated entity and public debt issuer)
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Century financed affordable housing development



Century — continued:

e OQver S2 billion invested - approximately 50,000 homes financed

FY 2020 Forecast ($ millions): Consolidated Rated Entity / Public Debt Obligor
Total Revenue 70 35
Total Assets 820 550
Net Assets (Net Worth)* 280 244
Cash/ Marketable Securities** 141 135

* excludes non-controlling interest
**excludes restricted cash

e Specialize in early stage loans: Acquisition, Bridge and Construction
O Why Acquisition? => Low Income Housing Tax Credits (LIHTC) and Site Control
O Low Risk: Zero COVID related delinquencies; take out dependent on LIHTC awards, not rent payments

O Loan Portfolio grown by 150% + in last 5 % years, statewide

* Homes financed this year are affordable to households earnings less than 50% of Area Median Income



Why is Century solely focused on Affordable Housing?

Estimated shortage of affordable housing in California: 3 million homes

Current homeless numbers
Over 66,000 in the greater Los Angeles area
=>a 16.1% increase in 2020

Over 160,000 in California, statewide
=> approximately 24% of the nation’s homeless




How have public credit ratings helped CDFls?

e CDFI Loan Funds:
Smaller
Non-depository
Historically reliant on: grants, donations and credit lines from CRA motivated banks

=> Historically capital-constrained

e Public credit ratings a “game-changer” for larger CDFI Loan Funds

e Historic capital constraints encouraged:
Lower leverage
Higher liquidity
Strong asset quality

=> |nvestment Grade Ratings




CDFI Loan Fund issuance through 6/30/20:

* 11 CDFlIs

- Term in Years CDFI Bond Yields - Comparative Rate
e Over $S1 billion of
25 5.0%
notes and bonds .
4.5%
® @
20 ® ® . . , 4.0%
P P [ ] ® Century's Muni Offering
@ ® ®
o ® o ® o ° ® 3.5%
®
® o
15 @ 3.0%
® o
2.5%
10 2.0%
Century awarded:
@ ® 1.5%
Environmental 5 1.0%
Finance
0.5%
Bond Awards I I I ‘
Winner ° 1 0.0%
A A A A A A el Nl Nl Nl el N el o) ] ) ) ) o) o O .l O O O O
ARG SN SN S\ S\ SRS AP RPN RS RS CHP S RS SRS S A SN SN ST S\ G AL G NS LN
Sustainability bond B S R U G G VG G G R G O IR R IR P PGS GEIN GRS RN IR R i o
FEFF €L EEELEEEEFF SO g F SIS
of the year - & & S T & &

US muni bond
Term @ Rate



CENTURY

www.century.o rg/i nvest

Alan Hoffman
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LISC Mission

Local Initiatives Support Corporation (LISC) is a national, nonprofit community development financial institution

(CDFI) that equips underinvested communities with the capital, strategy, and technical know-how to become
places where low-and moderate-income (LMI) people can thrive.

LISC is rated ‘AA-/Stable” by S&P Global Ratings. LISC supports certain lending activity of its 37 affiliates
through its balance sheet and the periodic issue of impact notes to the capital markets. LISC local affiliates
implement capital investment, capacity building and other community and economic development programs,
including lending, that are customized to the needs of the local market.

ISCNYC 2



LISC NYC Mission

LISC NYC, LISC’s flagship New York City office, was created in 1980. Over the past 40 years, LISC NYC has

supported local partners whose services and programs aim to create a more equitable, inclusive, and
sustainable New York City.

LISC NYC believes that the time has come to forge a future for New York City that eradicates the racial wealth

gap for good, protects affordable housing for LMI New Yorkers, and builds pathways of meaningful economic
opportunity for all.

ISCNYC |
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LISC NYC Platform

LISC NYC’s platform consists of
three pillars. They are backed by
intention and strategy and inform
all of LISC NYC’s programmatic
and lending efforts.

ISCNYC

1. Radical Healing

Examine and address
underlying assumptions
that perpetuate bias and
bigotry through:

legislative and public
policy advocacy; and

engagement with
cultural institutions
(for example, through
community arts and
placemaking efforts).

2. Inclusive Economic

Transformation

Prioritize targeted
investments in:

public infrastructure;
human talent;
innovation;

diverse small
businesses; and

impactful community
organizations.

3. Sustainable

Wealth Generation

Explore and implement
programs that support:

entrepreneurship;
ownership;
career ladders; and

financial mobility and
wealth building in
communities of color.



LISC NYC Performance Snapshot 2020

$7.3 million invested

$118 million leveraged

Rooted Responders

e 25 community-based
organizations (CBO)
partners surveyed and
report published

3 CBO leaders & Cashin
Fellows featured in LISC
NYC panel event
addressing COVID
pandemic & racial justice

e Partnerships fostered
between CBOs and food-
rescue nonprofit

ISCNYC

Community-Based Partner

Capacity Building

» $500,000 in federal
HUD Section 4 funding
awarded to 14 CBOs

e 8 AmeriCorps members
awarded to 7 CBOs

Capital Deployment Activity

$13 million in LISC and
federal PPP loans

$3.2 million in small
business relief grants to
about 300 businesses

Almost $300,000 in
grants to CBOs for small
business technical
assistance

$250,000 in other grants
to CBOs

Programs

Commercial Corridors

Small Business Relief
(Technical Assistance)

Financial Opportunity
Centers

Health Equity

New York Land
Opportunity Program
(NYLOP)




LISC NYC 2021 Priority Areas

LISC NYC is building an
integrated community
development platform.

=

WORKFORCE DEVELOPMENT/

[ISC NYC

HEALTH EQUITY

ROBUST LENDING PLATFORM
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LISC NYC Lending - Categories

Small Business Lending Standard Lending

* Real estate development projects

No Start-up (housing or commercial)

e Social Enterprise * NMTC leverage or sponsor loans
Projects * Nonprofit loans

* Small Commercial * All other project categories covered by the

Projects Loans to CDFls National Underwriters

* Loans to small businesses that sell products
and services

* Loan amount: up to $500,000

* Loan products/use of loan proceeds:
Acquisition, Construction/Rehab/Leasehold
Improvements, Mini-Perm, Working Capital

1SC



Contact Us

Valerie White
Executive Director, LISC NYC

vwhite@lisc.org

Press inquiries:
Marino PR

lisc@marinopr.com

UISCNYC

Follow Us on Twitter
@LISC_NYC
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Audience Questions

Submit your questions to the panel now by using the GoToWebinar control panel.

SSBCI Briefing
April 23, 2021
1:00 PM Eastern

Intro Opportunity Zones Finance WebCourse
April 28-29, 2021
12:00 — 5:00 PM Eastern

CDFA // BNY MELLON
DEVELOPMENT FINANCE =
WEBCAST SERIES -

Cdf Y& BNY MELLON

'\sm

WWW.CDFANET // WWW.BNYMELLON.COM



Upcoming Events at CDFA

CDFA Federal Financing Webinar Series: Federal CDFA Rural Development Finance Webinar Series:
Programs for Affordable Housing Investment Assembling Capital for Rural Development
May 11, 2021 June 1, 2021
2:00 PM Eastern 2:00 PM Eastern
Advanced Bond Finance WebCourse CDFA Food Systems Finance Webinar Series:
May 24-25, 2021 Financing Food Systems Through FinTech
12:00 - 5:00 PM Eastern July 13, 2021
2:00 PM Eastern

CDFA // BNY MELLON -

DEVELOPMENT FINANCE V-

WEBCAST SERIES mERCdfa e BNY MELLON

WWW.CDFA.NET // WWW.BNYMELLON.COM



Join Us for Future Webcasts

> CDFA //BNY MELLON DEVELOPMENT FINANCE WEBCAST SERIES
Preserving Local Economies with Energy & Water Finance

May 18, 2021

» CDFA //BNY MELLON DEVELOPMENT FINANCE WEBCAST SERIES
Rural Broadband & Telehealth Financing

June 15, 2021

CDFA // BNY MELLON
DEVELOPMENT FINANCE
WEBCAST SERIES

V.
HEEC
L]

-

fa e BNY MELLON

Agencies

WWW.CDFA.NET // WWW.BNYMELLON.COM




Contact Us

-
>. llaf
»& BNY MELLON I=IC d

Council of

Development

|
James Young Malcolm Guy
Vice President, Corporate Trust Coordinator, Government & External
215-553-6935 Affairs
james.m.young@bnymellon.com 614-705-1306

mguy@cdfa.net

The material contained herein is for informational purposes only. The content of this is not intended to provide authoritative financial, legal, regulatory or other professional
advice. The Bank of New York Mellon Corporation and any of its subsidiaries makes no express or implied warranty regarding such material, and hereby expressly disclaims all
legal liability and responsibility to persons or entities that use this report based on their reliance of the information in such report. The presentation of this material neither
constitutes an offer to sell nor a solicitation of an offer to buy any securities described herein.

CDFA // BNY MELLON
DEVELOPMENT FINANCE
WEBCAST SERIES

dfa & BNY MELLON

Councl of
Devélopment

WWW.CDFA.NET // WWW.BNYMELLON.COM
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