TENTATIVE AGENDA
for the FIRST
MEETING of the
MORTGAGE FINANCE AUTHORITY ACT OVERSIGHT COMMITTEE

June 6, 2014
New Mexico Mortgage Finance Authority Office
344 Fourth Street SW, Albuquerque

Friday, June 6

10:00 a.m. Call to Order
—Senator Nancy Rodriguez, Chair
10:05 a.m. Welcome and Introductions
—Jay Czar, Executive Director, New Mexico Mortgage Finance Authority
(MFA)

10:20 a.m. (1) MEA 2014 Reference Guide Overview
—Jay Czar, Executive Director, MFA

11:00 a.m. (2) Introduction of Key Staff and Programs
—Jay Czar, Executive Director, MFA
Maggie Raznick, Director of Human Resources
Leann Kemp, Communications Manager
Marjorie Martin, Attorney
Sandra Marez, Executive Assistant

—Joseph Montoya, Deputy Director of Programs, MFA
Felipe Rael, Director of Housing Development
Izzy Hernandez, Director of Community Development
Jacqueline Boudreaux, Director of Asset Management
Monica Abeita, Senior Policy and Program Advisor

—Gina Hickman, Deputy Director of Finance and Administration
Yvonne Segovia, Controller
Kathy Keeler, Finance Manager
Erik Nore, Director of Homeownership
Theresa Garcia, Special Projects Director

11:15a.m. (3) 2014 Interim Committee Procedures Discussion and Adoption of
Proposed Work Plan
—Jay Czar, Executive Director, MFA
—~Renée Gregorio, Legislative Council Service

12:00 noon Adjourn
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2013 MFA 2014 Legislative Agenda
Production Highlights New Mexico Mortgage Finance Authority

In 2013, MFA provided $222 million in low-interest financing

and grants for affordable housing and related services

throughout New Mexico. HB28 SB11 Regional Housing Authority Oversight
$250,000 Sponsors: Rep. Roberto “Bobby” J. Gonzales;

Homeowners Sen. Mary Kay Papen
-$132,932,810 in loans to 1,075 homebuyers, all of whom received - vary ray Fap
Kip and Kathy Vaughn live with their three grandchildren in Arbolera de Vida, an affordable pre-purchase counseling. ) ]
housing community at the Sawmill Community Land Trust in Albuquerque. ) ) New Mexico Housing Trust Fund
- $5,994,750 in down payment assistance to 1,111 homeowners. $5 Million Sponsor: Sen. Nancy Rodriguez
-$2,133,450 in loans to construct or acquire, rehabilitate and resell
119 affordable for-sale homes, including 40 units already in the Affordable Housing Oversight Duties
HB28 SB11 - o . . . n s ,
pipeline. This includes 55 Habitat for Humanity homes and $200,000 Sponsor: Rep. Luciano “Lucky” Varela

Regional Housing Authority Oversight

$250,000 Sponsors: Rep. Roberto “Bobby” J. Gonzales 47 homes on triballands.

HB39 SB85 Low-Income Residential Energy Conservation

and Sen. Mary Kay Papen -$5,619,153 to rehabilitate 78 homes for low-income homeowners. - ] i
$1 Million Sponsors: Rep. Nathan P. Cote; Sen. Richard C. Martinez
A $250,000 appropriation will ensure that New Mexico’s three - $3,457,725 to weatherize 783 homes for low-income homeowners.
Regional Housing Authorities have the support, training and HB31 Affordable Housing Act Violations & Penalties
oversight necessary to operate efficiently and create affordable Renters Sponsor: Rep. Roberto “Bobby” J. Gonzales
housing in rural and unserved areas of the state. -$42,779,770 in financing to construct or rehabilitate ' ' '
744 rental homes, including 191 units already in the pipeline. ) ) o
= In 2006 MFA was mandated by the state to restructure and oversee the state’s HB40 Affordable Housing Tax Credit Act Definitions
regional housing authorities. MFA consolidated the seven regional authorities - $26,997,087 project-based Section 8 rental assistance payments Sponsor: Rep. Nathan P. Cote
into three and began providing training, technical assistance and auditing on a processed for 5,297 apartments occupied by low-income
consistent basis. There has been no fraud, waste or abuse within the Regional households.

SB71 Municipal Housing Commissioner Appointments

Housing Authorities since MFA began its oversight function.
Sponsors: Sen. Gerald Ortiz y Pino; Rep. Don L. Tripp

= Regional Housing Authorities are the primary housing service providers in rural Housing Those in Need
areas. They will become increasingly important as smaller agencies close due to - $986,374 in shelter, transitional housing and operating costs
budget cuts. for 8,249 individuals experiencing homelessness.

* MFA is requesting that funding for oversight of the Regional Housing Authorities
be recurring. If funding is not approved, MFA will propose amending the
Regional Housing Law so that these responsibilities are transferred to the
Department of Finance and Administration.

- $864,108 in homelessness prevention measures for
394 households at risk of becoming homeless.

MFA | tel. 505.843.6880 toll free 800.444.6880 www.housingnm.org MFA |


http://www.housingnm.org/

SB71
Municipal Housing Commissioner Appointments
Sponsors: Sen. Gerald Ortizy Pino and Rep. Don L. Tripp

An amendment to the Municipal Housing Law will clarify the
authority, responsibility and liability of local housing authorities
and allow flexibility on the number of commissioners required to
be appointed to its board.

- The Municipal Housing Law grants municipalities the option of creating and
managing a housing authority or creating a separate housing authority governed
by an appointed board of commissioners.

- However, the Municipal Housing Law does not clearly state that a separate
housing authority is not an agent of the city, which hinders the authority from
acting independently and could create financial liability for the municipality.

- Currently, the law requires that five commissioners be appointed to housing
authority commissions, regardless of the size of community the housing authority
serves. Because small communities have had difficulty meeting this requirement,
this amendment would allow small communities to appoint as few as three
commissioners, while large communities could appoint as many as seven.

Affordable Housing Oversight Duties
$200,000 Sponsor: Rep. Luciano “Lucky” Varela

A $200,000 appropriation will fund oversight of the Affordable
Housing Act and technical assistance to local communities.

 MFA is mandated by the state to oversee the Affordable Housing Act. The Act
permits state and local governments to contribute public funds, buildings or
other resources to create or preserve affordable housing.

< In addition to oversight, MFA provides technical assistance for housing plans
and ordinances as required by the Affordable Housing Act. MFA has received
no funds to carry out its mandated responsibilities.

* MFA is requesting that funding for oversight of the Affordable Housing Act be
recurring. If funding is not approved, MFA will propose that these responsibilities
be transferred to the Department of Finance and Administration.

New Mexico Housing Trust Fund
$5 Million Sponsor: Sen. Nancy Rodriguez

A $5 million appropriation will leverage approximately $70 million
to build more than 500 quality affordable homes for low-income
New Mexicans.

e The Housing Trust Fund was created in 2005 by the State Legislature with an
initial appropriation of $10 million. Since 2005, the state has appropriated an
additional $8.2 million.

= For every dollar appropriated to the Housing Trust Fund, an additional $14 is
leveraged. To date, $262 million has been leveraged from other housing funding
sources and $11.5 million has been earned from loan repayments and interest
income.

* Almost 1,800 affordable homes have been constructed or rehabilitated in
New Mexico using $18.2 million in state funding.

HB31
Affordable Housing Act Violations & Penalties
Sponsor: Rep. Roberto “Bobby” Gonzales

Two changes to the Affordable Housing Act will help preserve
affordable housing and allow the provisions of the Act to
be enforced.

» The Affordable Housing Act permits state and local governmentsto contribute
public funds, buildings or other resources to create or preserve affordable housing.

= In the 10 years since the Act was signed into law, two issues have emerged that
HB31 would resolve:

The long-term affordability requirement mandated by the current Act
makes it difficult to resell a foreclosed property and recoup public resources
invested in the property. By providing an exception to the long- term
affordability requirement in the event of foreclosure, state and local
governments can sell a foreclosed property at a fair market value in a timely
manner. The proceeds from any such sale must be used for purposes of the
Affordable Housing Act, such as reinvestment in other affordable housing
projects.

The current Act allows the attorney general to investigate alleged violations
of the Affordable Housing Act, but contains no penalties. HB31 enables
the attorney general to bring civil actions, charge civil penalties and pursue
criminal charges as appropriate for violations of the Act.

HB39 SB85

Low-Income Residential Energy Conservation
$1 Million Sponsors: Rep. Nathan P. Cote
and Sen. Richard C. Martinez

A $1 million appropriation will provide weatherization services for
approximately 200 more homes than would otherwise be possible,
create jobs and save low-income families hundreds of dollars each
year on energy bills.

e MFA’s NM Energy$mart program weatherizes the homes of approximately
1,000 low-income families each year. State funding is leveraged five to one with
two federal programs. An estimated 85,000 low-income New Mexico residents
are eligible for weatherization services.

* Low-income homeowners may spend up to 17 percent of their monthly budgets
on utility costs, compared to about 4 percent for homeowners with higher
incomes.

» The state has not reinstated funding for this program since funding from the
American Recovery and Reinvestment Act was expended. Combined with
federal cuts of 35 percent since 2011, MFA’s ability to provide weatherization
services is in steep decline.

HB40

Affordable Housing Tax Credit Act Definitions
Sponsor: Rep. Nathan P. Cote

An amendment to the Affordable Housing Tax Credit Act will
clarify eligibility for state affordable housing tax credits and resolve
inconsistencies with the Affordable Housing Act.

* The intent of the Affordable Housing Tax Credit Act of 2005 was to encourage
investment in affordable housing by issuing tax credits in exchange for
donations of land, buildings, materials, services or cash for affordable housing.

» Local governments currently make affordable housing contributions under the
state Affordable Housing Act. These contributions are inherently revocable and
cannot be considered donations for the purpose of obtaining state tax credits.
Local governments should not receive state tax credits for contributions such as
local government-owned land and infrastructure, local government services, local
government grants or loans or for federal or private funds received by a local
government.

» This amendment will preserve state tax credits for intended recipients
— individuals, private entities and non-profits — that make contributions to
affordable housing.
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MICHIE’S ANNOTATED STATUTES OF NEW MEXICO
Copyright: 2008 by Matthew Bender & Company, Inc.
a member of the LexisNexis Group.
All rights reserved.

* CURRENT THROUGH THE FIRST SPECIAL SESSION OF THE FORTY-EIGHTH LEGISLATURE *
* ANNOTATIONS CURRENT THROUGH 2007-NMCA-163 and 2007-NMSC-060 *

CHAPTER 58. FINANCIAL INSTITUTIONS AND REGULATIONS
ARTICLE 18. MORTGAGE FINANCE AUTHORITY

Go to the New Mexico Code Archive Directory
N.M. Stat. Ann. § 58-18-1 (2008)

§ 58-18-1. Short title

Chapter 58, Article 18 NMSA 1978 shall be known and may be cited as the “Mortgage Finance Authority Act”.

HISTORY:: 1953 Comp., § 13-9-1, enacted by Laws 1975, ch. 303, § 1; 1982, ch. 86, § 1.

§ 58-18-2. Legislative findings; declaration of purpose

A. The legislature finds and declares that there exists in the state of New Mexico a serious shortage of decent, safe and
sanitary residential housing available at prices and rentals within the financial means of persons and families of low or
moderate income. This shortage is severe in certain urban areas of the state, is especially critical in the rural areas and is
inimical to the health, safety, welfare and prosperity of all residents of the state.

B. The legislature finds and determines that the shortage of residential housing causes overcrowding and congestion
and exacerbates existing slum conditions, which, in turn, contribute substantially and increasingly to the spread of dis-
ease and crime, impair economic values, necessitate excessive and disproportionate expenditures of public funds for
crime prevention and punishment, public health, welfare and safety programs, fire and accident protection and other
services, substantially impair or arrest the growth of municipalities, aggravate traffic problems and promote juvenile
delinquency and other social ills.

C. The legislature finds and declares further that private enterprise unaided has not been able to produce the needed
construction of decent, safe and sanitary residential housing at prices and rentals that persons and families of low or
moderate income can afford or to achieve the urgently needed rehabilitation of much of their present housing. It is im-
perative that the supply of residential housing for persons and families of low or moderate income be increased substan-
tially and that private enterprise and investment be encouraged to sponsor, build and rehabilitate residential housing for
such persons and families.

D. It is found and declared that a major cause of this housing shortage is the lack of funds in private banking chan-
nels available for affordable residential mortgages. This lack of funds has contributed to drastic reductions in construc-
tion starts of new residential housing and has frustrated the sale and purchase of existing residential housing in the state.

E. It is further found and declared that the drastic reduction in residential construction starts and in residential reha-
bilitation projects associated with housing shortages has caused a condition of substantial unemployment and underem-
ployment in the construction industry, which results in hardships to many individuals and families, wastes vital human
resources, increases the public assistance burdens of the state and its municipalities, impairs the security of family life,
impedes the economic and physical development of municipalities and adversely affects the welfare and prosperity of
all the people of the state. A stable supply of adequate funds for affordable residential mortgages is required to spur new
housing starts and the rehabilitation of existing units in an orderly and sustained manner and thereby to reduce the haz-
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ards of unemployment and underemployment in the construction industry. The unaided operations of private enterprise
have not met and cannot meet the need for a stable supply of adequate funds for affordable residential mortgage financ-

ing.

F. The legislature further finds and determines that for the purposes of remedying these conditions, helping to alle-
viate the shortage of adequate housing and encouraging and providing the financing for the acquisition, construction,
rehabilitation and improvement of residential housing for persons and families of low or moderate income within the
state, a public body politic and corporate, separate and apart from the state, constituting a governmental instrumentality
to be known as the New Mexico mortgage finance authority should be created with power to raise funds from private
and public investors, to make funds available for such purposes, to create and implement programs from time to time as
may be necessary or appropriate to accomplish its purposes and to assist, administer, finance or service housing pro-
grams for or through private and nonprofit organizations and local, state, federal and tribal agencies or their instrumen-
talities. The legislature finds and declares further that in accomplishing these purposes, the New Mexico mortgage fi-
nance authority is acting in all respects for the benefit of the people of the state in the performance of essential public
functions and is serving a valid public purpose in improving and otherwise promoting their health, welfare and prosperi-
ty, and that the enactment of the provisions set forth in the Mortgage Finance Authority Act [this article] is for a valid
public purpose and is declared to be such as a matter of express legislative determination.

HISTORY': 1953 Comp., § 13-19-2, enacted by Laws 1975, ch. 303, § 2; 1995, ch. 9, § 1.

§ 58-18-2.1. Multiple-family, transitional and congregate dwellings; supplemental legislative findings and purpose

The legislature finds and declares that there is a critical shortage of multiple-family, transitional and congregate dwell-
ings that provide decent, safe and sanitary residential housing at rentals that persons and families of low or moderate
income can afford. It is further found and declared that private individuals, organizations and entities willing to under-
take the construction of multiple-family, transitional and congregate dwellings are unable to obtain loans at sufficiently
low interest rates to finance multiple-family, transitional and congregate dwelling projects for persons and families of
low or moderate income. Providing mortgage loans at below-market interest rates for multiple-family, transitional and
congregate dwellings would increase substantially the availability of multiple-family, transitional and congregate dwell-
ings for occupancy by persons and families of low or moderate income and is expressly declared to be a valid public
purpose and a corporate purpose that may be exercised by the authority.

HISTORY': 1978 Comp., § 58-18-2.1, enacted by Laws 1982, ch. 86, § 2; 1995, ch. 9, § 2.
§ 58-18-3. Definitions

As used in the Mortgage Finance Authority Act [Chapter 58, Article 18 NMSA 1978]:
A. “authority” means the New Mexico mortgage finance authority;

B. “bonds” or “notes” means the bonds or bond anticipation notes, respectively, issued by the authority pursuant
to the Mortgage Finance Authority Act;

C. “federal government” means the United States of America and any agency or instrumentality of the United
States of America;

D. “FHA” means the federal housing administration;
E. “FHLMC” means the federal home loan mortgage corporation;
F. “FNMA” means the federal national mortgage association;

G. “home improvement loan” means a mortgage loan to finance those alterations, repairs and improvements on or
in connection with an existing residence that the authority determines will substantially protect or improve the basic
livability or energy efficiency of the residence;

H. “mobile home” means a movable or portable housing structure, constructed to be towed on its own chassis and
designed to be installed with or without a permanent foundation for human occupancy as a residence; it may include one
or more components that can be retracted for towing purposes and subsequently expanded for additional capacity, or
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two or more units separately towable but designed to be joined into one integral unit, as well as a single unit, except that
“mobile home” does not include recreational vehicles, or modular or premanufactured homes built to Uniform Building
Code standards and designed to be permanently affixed to real property;

I. “mortgage” means a mortgage, mortgage deed, deed of trust or other instrument creating a lien, subject only to
title exceptions as may be acceptable to the authority, on a fee interest in real property located within the state or on a
leasehold interest that has a remaining term at the time of computation that exceeds or is renewable at the option of the
lessee until after the maturity day of the mortgage loan or an instrument creating a lien on a mobile home;

J. “mortgage lender” means any bank, bank or trust company, trust company, mortgage company, mortgage
banker, national banking association, savings bank, savings and loan association, credit union building and loan associa-
tion and any other lending institution; provided that the mortgage lender maintains an office in New Mexico, is author-
ized to make mortgage loans in the state and is approved by the authority and either the FHA, VA, FNMA or FHLMC;

K. “mortgage loan” means a financial obligation secured by a mortgage;
L. “municipality” means a county, city, town or village of the state;

M. “new mortgage loan” means a mortgage loan made by a mortgage lender to a person of low or moderate in-
come to finance project costs and containing terms and conditions required by rule of the authority;

N. “persons of low or moderate income” means persons and families within the state who are determined by the
authority to lack sufficient income to pay enough to cause private enterprise to build an adequate supply of decent, safe
and sanitary residential housing in their locality or in an area reasonably accessible to their locality and whose incomes
are below the income levels established by the authority to be in need of the assistance made available by the Mortgage
Finance Authority Act [Chapter 58, Article 18 NMSA 1978], taking into consideration the following factors:

(1) the total income of those persons and families available for housing needs;
(2) the size of the family units;
(3) the cost and condition of housing facilities available;

(4) the ability of those persons and families to compete successfully in the normal private housing market and to
pay the amounts at which private enterprise is providing sanitary, decent and safe housing; and

(5) standards established by various programs of the federal government for determining eligibility based on in-
come of those persons and families;

O. “project” means a work or undertaking, whether new construction, acquisition of existing residential housing,
remodeling, improvement or rehabilitation approved by the authority for the primary purpose of providing sanitary,
decent, safe and affordable residential housing within the state for one or more persons of low or moderate income;

P. “project costs” means the total of all costs incurred in the development of a project that is approved by the au-
thority as reasonable and necessary; “project costs” may include:

(1) the cost of acquiring real property and improvements located on the property, including payments for op-
tions, deposits or contracts to purchase real property;

(2) cost of site preparation, demolition and development;
(3) fees in connection with the planning, execution and financing of a project;
(4) operating and carrying costs during construction;

(5) cost of construction, remodeling, rehabilitation, reconstruction, home improvements, fixtures, furnishings
and equipment for the project;

(6) cost of land improvements both on and off site;
(7) expenses in connection with initial occupancy of a project;

(8) reasonable profit and risk fees to the general contractor in addition to the job overhead and, if applicable, to
the developer;
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(9) allowances established by the authority for working capital and contingency reserves and reserves for any
anticipated operating deficits during the first two years of occupancy; and

(10) the cost of other items, including tenant relocation if tenant relocation costs are not otherwise being pro-
vided for, indemnity and surety bonds, premiums on insurance and fees and expenses of trustees, depositaries and pay-
ing agents of the bonds and notes that the authority determines to be reasonable and necessary for the development of a
project;

Q. “real property” means land, space rights, air rights and tangible, intangible, legal and equitable interests in
land;

R. “rehabilitation loan” means a qualified rehabilitation loan within the meaning of Section 143(k)(5) of the Inter-
nal Revenue Code of 1986, as that section may be amended or renumbered;

S. “residential housing” means the acquisition, construction or rehabilitation of real property, buildings and im-
provements undertaken primarily to provide one or more dwelling accommodations for persons of low or moderate in-
come;

T. “state” means New Mexico;

U. “state, local, federal or tribal agency” means any board, authority, agency, department, commission, public
corporation, body politic or instrumentality of the state or of a local, federal or tribal government; and

V. “VA” means the veterans affairs department.

HISTORY': 1953 Comp., § 13-19-3, enacted by Laws 1975, ch. 303, § 3; 1979, ch. 399, § 1; 1981, ch. 191, § 1; 1984,
ch.62,81; 1995, ch. 9, § 3; 1999, ch. 11, § 1.

§ 58-18-3.1. Additional definitions; multiple-family dwellings, transitional and congregate housing facilities

As used in the Mortgage Finance Authority Act [58-18-1 NMSA 1978]:

A. “multiple-family dwelling project” means residential housing that is designed for occupancy by more than four
persons or families living independently of each other or living in a congregate housing facility, at least sixty percent of
whom are persons and families of low or moderate income, including without limitation persons of low or moderate
income who are elderly and who have a disability as determined by the authority, provided that the percentage of low-
income persons and families shall be at least the minimum required by federal tax law;

B. “transitional housing facility” means residential housing that is designed for temporary or transitional occu-
pancy by persons or families of low or moderate income or special needs;

C. “congregate housing facility” means residential housing designed for occupancy by more than four persons or
families of low or moderate income living independently of each other. The facility may contain group dining, recrea-
tional, health care or other communal facilities and each unit in a congregate housing facility shall contain at least its
own living, sleeping and bathing facilities;

D. “project mortgage loan” means a mortgage loan made to a sponsor to finance project costs of a multiple-family
dwelling or transitional or congregate housing facility; and

E. “sponsor” means an individual, association, corporation, joint venture, partnership, limited partnership, trust or
any combination thereof that has been approved by the authority as qualified to own and maintain a multiple-family
dwelling or transitional or congregate housing facility in New Mexico, maintains its principal office or a branch office
in New Mexico and has agreed to subject itself to the regulatory powers of the authority and the jurisdiction of the
courts of the state.

HISTORY:: 1978 Comp., § 58-18-3.1, enacted by Laws 1982, ch. 86, § 3; 1983, ch. 310, § 1; 1995, ch. 9, § 4; 2007, ch.
46, § 47.

§ 58-18-3.2. Secondary mortgage funds; additional definitions

As used in the Mortgage Finance Authority Act [this article]:
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A. “pass-through securities” means securities representing undivided ownership interests in a pool of mortgage
loans; and

B. “secondary market facility” means a corporation, trust or other form of legal entity established by the authority
for the purpose of the purchase, with private or public funds legally available therefor, of mortgage loans, mortgage-
backed obligations, pass-through securities or interests therein.

HISTORY: 1978 Comp., § 58-18-3.2, enacted by Laws 1983, ch. 285, § 1; 1995, ch. 9, § 5.
§ 58-18-4. Authority created

A. There is created a public body politic and corporate, separate and apart from the state, constituting a governmental
instrumentality, to be known as the “New Mexico mortgage finance authority”, for the performance of essential public
functions. The authority shall be composed of seven members. The lieutenant governor, state treasurer and attorney
general shall be ex-officio members of the authority with voting privileges. The governor, with the advice and consent
of the senate, shall appoint the other four members of the authority, who shall be residents of the state and shall not hold
other public office. The four members of the authority appointed by the governor shall be appointed for terms of four
years or less staggered so that the term of one member expires on January 1 of each year. Vacancies shall be filled by
appointment by the governor for the remainder of the unexpired term. Any member of the authority shall be eligible for
reappointment. Each member of the authority appointed by the governor may be removed by the governor for misfea-
sance, malfeasance or willful neglect of duty after reasonable notice and a public hearing, unless the notice and hearing
are, in writing, expressly waived. Each member of the authority appointed by the governor, before entering upon duty,
shall take an oath of office to administer the duties of the office faithfully and impartially, and a record of the oath shall
be filed in the office of the secretary of state. The governor shall designate a member of the authority to serve as chair
for a term that shall be coterminous with the chair's then current term as a member of the authority. The authority shall
annually elect one of its members as vice chair. The authority shall also elect or appoint and prescribe the duties of other
officers, who need not be members, as the authority deems necessary or advisable, including an executive director and a
secretary, who may be the same person. The authority shall fix the compensation of officers. Officers and employees of
the authority are not subject to the Personnel Act. The authority may delegate to one or more of its members, officers,
employees or agents the powers and duties it may deem proper.

B. All members, officers, employees or agents exercising any voting power or discretionary authority shall be re-
quired to have a fiduciary bond in the amount of one million dollars ($1,000,000) for the faithful performance of their
duties, the cost of which shall be proper expense of the authority.

C. The executive director shall administer, manage and direct the affairs and business of the authority, subject to
the policies, control and direction of the members of the authority. The secretary of the authority shall keep a record of
the proceedings of the authority and shall be custodian of all books, documents and papers filed with the authority, the
minute book or journal of the authority and its official seal. The secretary shall have authority to make copies of all
minutes and other records and documents of the authority and to give certificates under the official seal of the authority
to the effect that the copies are true copies and all persons dealing with the authority may rely upon the certificates.

D. Meetings of the authority shall be held at the call of the chair or whenever three members so request in writing.
A majority of members in office shall constitute a quorum for the transaction of any business and for the exercise of any
power or function of the authority. A vacancy in the membership of the authority shall not impair the rights of a quorum
to exercise all the rights and to perform all the duties of the authority. An ex-officio member from time to time may
designate in writing another person to attend meetings of the authority and, to the same extent and with the same effect,
act in the member's stead.

E. The authority is not created or organized, and its operations shall not be conducted, for the purpose of making a
profit. No part of the revenues or assets of the authority shall inure to the benefit of or be distributable to its members or
officers or other private persons. The members of the authority shall not receive compensation for their services, but the
members of the authority, its officers and employees shall be paid allowed expenses if approved by the authority in ac-
cordance with policies adopted by the authority and approved by the Mortgage Finance Authority Act oversight com-
mittee.

F. The authority shall be separate and apart from the state and shall not be subject to the supervision or control of a
board, bureau, department or agency of the state except as specifically provided in the Mortgage Finance Authority Act



Page 6
N.M. Stat. Ann. § 58-18-4

[Chapter 58, Article 18 NMSA 1978]. To effectuate the separation of the state from the authority, the use of the terms
“state agency” or “instrumentality” in any other law of the state shall not be deemed to refer to the authority unless the
authority is specifically named.

HISTORY': 1953 Comp., § 13-19-4, enacted by Laws 1975, ch. 303, 8§ 4; 1985, ch. 232, § 1; 1987, ch. 57, § 1; 1995,
ch. 9, 8 6; 2003, ch. 17, § 1.

§ 58-18-5. Powers of the authority

The authority shall have all the powers necessary or convenient to carry out and effectuate the purposes and provi-
sions of the Mortgage Finance Authority Act [58-18-1 NMSA 1978], including but without limiting the generality of the
foregoing, the power:

A. to sue and be sued;
B. to have a seal and alter it at pleasure;
C. to make and alter bylaws for its organization and internal management;

D. to appoint other officers, agents and employees, prescribe their duties and qualifications and fix their compen-
sation;

E. to acquire, hold, improve, mortgage, lease and dispose of real and personal property for its public purposes;

F. subject to the provisions of Section 58-18-6 NMSA 1978, to make loans, and contract to make loans, to mort-
gage lenders;

G. subject to the provisions of Section 58-18-7 NMSA 1978, to purchase, and contract to purchase, mortgage
loans from mortgage lenders;

H. to procure or require the procurement of a policy of group or individual life insurance or disability insurance
or both to insure repayment of mortgage loans in event of the death or disability of the borrower and to pay any premi-
ums for the policy;

I. to procure insurance against any loss in connection with its operations, including without limitation the repay-
ment of any mortgage loan, in amounts and from insurers, including the federal government, that the authority deems
necessary or desirable; to procure liability insurance covering its members, officers and employees for acts performed
within the scope of their authority as members, officers or employees; and to pay any premiums for insurance procured;

J. subject to any agreement with bondholders or noteholders:
(1) to renegotiate any mortgage loan or any loan to a mortgage lender in default;

(2) to waive any default or consent to the modification of the terms of any mortgage loan or any loan to a mort-
gage lender and otherwise exercise all powers with respect to its mortgage loans and loans to mortgage lenders that any
private creditor may exercise under applicable law; and

(3) to commence, prosecute and enforce a judgment in any action or proceeding, including without limitation a
foreclosure proceeding, to protect or enforce any right conferred upon it by law, mortgage loan agreement, contract or
other agreement; and in connection with any such proceeding, to bid for and purchase the property or acquire or take
possession of it and, in such event, complete, administer, pay the principal of and interest on any obligations incurred in
connection with the property and operate or dispose of and otherwise deal with the property in such manner as the au-
thority may deem advisable to protect its interests therein;

K. to make and execute contracts for the administration, servicing or collection of any mortgage loan and pay the
reasonable value of services rendered to the authority pursuant to such contracts;

L. to fix, revise from time to time, charge and collect fees and other charges in connection with the making of
mortgage loans, the purchasing of mortgage loans and any other services rendered by the authority;

M. subject to any agreement with bondholders or noteholders, to sell any mortgage loans at public or private sale
at such prices and on such terms as the authority shall determine;
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N. to borrow money and to issue bonds and notes that may be negotiable and to provide for the rights of the hold-
ers thereof;

O. to arrange for guarantees or other security, liquidity or credit enhancements in connection with its bonds, notes
or other obligations by the federal government or by any private insurer or other provider and to pay any premiums
therefor;

P. subject to any agreement with bondholders or noteholders, to invest money of the authority not required for
immediate use, including proceeds from the sale of any bonds or notes:

(1) in obligations of any municipality or the state or the United States of America;

(2) in obligations the principal and interest of which are guaranteed by the state or the United States of Ameri-
ca;

(3) in obligations of any corporation wholly owned by the United States of America;

(4) in obligations of any corporation sponsored by the United States of America that are or may become eligible
as collateral for advances to member banks as determined by the board of governors of the federal reserve system;

(5) in certificates of deposit or time deposits in banks qualified to do business in New Mexico, secured in the
manner, if any, as the authority shall determine;

(6) in contracts for the purchase and sale of obligations of the types specified in this subsection; or
(7) as otherwise provided in any trust indenture or a resolution authorizing the issuance of the bonds or notes;

Q. subject to any agreement with bondholders or noteholders, to purchase bonds or notes of the authority at the
price as may be determined by the authority or to authorize third persons to purchase bonds or notes of the authority;
bonds or notes so purchased shall be canceled or resold, as determined by the authority;

R. to make surveys and to monitor on a continuing basis the adequacy of the supply of:
(1) funds available in the private banking system in the state for affordable residential mortgages; and

(2) adequate, safe and sanitary housing available to persons of low or moderate income in the state and various
sections of the state;

S. to make and execute agreements, contracts and other instruments necessary or convenient in the exercise of the
powers and functions of the authority under the Mortgage Finance Authority Act [58-18-1 NMSA 1978];

T. to employ architects, engineers, attorneys (other than and in addition to the attorney general of the state), ac-
countants, housing, construction and financial experts and such other advisors, consultants and agents as may be neces-
sary in its judgment and to fix and pay their compensation;

U. to contract for and to accept any gifts or grants or loans of funds or property or financial or other aid in any
form from the federal government or from any other source and to comply, subject to the provisions of the Mortgage
Finance Authority Act [58-18-1 NMSA 1978], with the terms and conditions thereof;

V. to maintain an office at such place in the state as it may determine;

W. subject to any agreement with bondholders and noteholders, to make, alter or repeal, subject to prior approval
by the Mortgage Finance Authority Act [58-18-1 NMSA 1978] oversight committee, hereby created, to be composed of
four members appointed by the president pro tempore of the senate and four members appointed by the speaker of the
house of representatives, such rules and regulations with respect to its operations, properties and facilities as are neces-
sary to carry out its functions and duties in the administration of the Mortgage Finance Authority Act;

X. to make, purchase, guarantee, service and administer mortgage loans for residential housing for the purposes
set forth in the Mortgage Finance Authority Act [58-18-1 NMSA 1978] where private banking channels and private en-
terprise, unaided, have not, cannot or are unwilling to make, purchase, guarantee, service or administer the loans;

Y. to act as trustee and administer the land title trust fund created pursuant to Section 58-28-3 NMSA 1978;
Z. to act as trustee and administrator pursuant to the Low-Income Housing Trust Act [58-18B-1 NMSA 1978];
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AA. to act as trustee and statewide administrator of the New Mexico housing trust fund pursuant to and to receive
funds under the New Mexico Housing Trust Fund Act [58-18C-1 NMSA 1978];

BB. to act as a governmental entity or a qualifying grantee or as an intermediary for a governmental entity or a
qualifying grantee pursuant to the Affordable Housing Act [6-27-1 NMSA 1978]; and

CC. to do any and all things necessary or convenient to carry out its purposes and exercise the powers given and
granted in the Mortgage Finance Authority Act [58-18-1 NMSA 1978].

HISTORY': 1953 Comp., § 13-19-5, enacted by Laws 1975, ch. 303, § 5; 1978, ch. 21, § 14; 1978, ch. 163, § 1; 1985,
ch. 232, § 2; 1995, ch. 9, § 7; 2003, ch. 304, § 1; 2005, ch. 105, § 10.

§ 58-18-5.1. Recompiled
§ 58-18-5.2. Authority duties

The authority shall make available to the Mortgage Finance Authority Act [this article] oversight committee all of its
records and facilities upon written request.

HISTORY: 1978 Comp., § 58-18-5.2, enacted by Laws 1981, ch. 173, § 2; 1995, ch. 9, § 8.
§ 58-18-5.3. Authority; multiple-family dwellings, transitional and congregate housing facilities

In addition to the specific powers of the authority set forth in Section 58-18-5 NMSA 1978, the authority shall have the
power to:

A. subject to the limitations of Subsection X of Section 58-18-5 NMSA 1978, make project mortgage loans or
purchase or contract to purchase project mortgage loans from mortgage lenders or participate with mortgage lenders in
project mortgage loans at prices and upon terms and conditions as the authority determines. Each project mortgage loan
made or purchased by the authority shall:

(1) be evidenced by a properly executed note or other evidence of indebtedness and be secured by a properly
recorded mortgage;

(2) provide for payments sufficient to pay the project mortgage loan in full not later than the expiration of the
useful life of the multiple-family dwelling project or transitional or congregate housing facility as determined by the
authority; and

(3) not exceed such percentage of such project costs as the authority may determine;

B. make and contract to make loans to mortgage lenders on such terms and conditions as the authority deter-
mines, including without limitation requirements relating to collateral for such loans; provided the authority shall re-
quire as a condition of any such loan that the mortgage lender make a project mortgage loan or loans to sponsors in an
aggregate principal amount at least equal to the amount of the loan received from the authority; and

C. otherwise provide funding for project mortgage loans, including the issuance of bonds or notes in private
placements or public offerings. Any bonds or notes issued in a public offering for any purpose authorized by this section
shall, at the time of issuance, be rated in at least the third highest rating category by an independent nationally recog-
nized bond rating service.

HISTORY: 1978 Comp., § 58-18-5.3, enacted by Laws 1982, ch. 86, § 4; 1987, ch. 58, § 1; 1995, ch. 9, § 9.
§ 58-18-5.4. Duties of authority; multiple-family dwellings, transitional and congregate housing facilities

A. The authority shall require, as a condition of making or purchasing a project mortgage loan, that the sponsor agree
to comply with the requirements and to make the representations and warranties as the authority deems reasonably nec-

essary to protect its interests in the project mortgage loan and the multiple-family dwelling project or transitional or
congregate housing facility, including the following:
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(1) the multiple-family dwelling project or transitional or congregate housing facility and surrounding area shall
be maintained in good repair;

(2) a reserve fund for repairs and replacements on the multiple-family dwelling project or transitional or congre-
gate housing facility shall be established and maintained for the life of the project mortgage loan;

(3) the sponsor shall make all records and documents relating to the multiple-family dwelling project or transi-
tional or congregate housing facility available to the authority and its agents at all reasonable times;

(4) the sponsor shall maintain its books and accounts in a manner satisfactory to the authority;

(5) the sponsor shall provide access to the authority and its agents at all reasonable times for the purpose of in-
specting the multiple-family dwelling project or transitional or congregate housing facility;

(6) the sponsor shall file with the authority a copy of each report and schedule required to be filed with any pro-
vider of mortgage insurance or other security or liquidity enhancement for the mortgage loan or the authority's bonds or
notes, the proceeds of which were used in whole or in part to acquire the project mortgage loan; annual financial and
operating reports; and any other reports the authority may determine to be necessary;

(7) the sponsor shall purchase and maintain an insurance policy insuring the project against loss or damage by
fire, windstorm, hail, smoke, explosion, riot or civil commotion in an amount not less than eighty percent of the re-
placement costs of the project, and the authority or its designee shall be named in the insurance policy as an additional
named insured,;

(8) the sponsor shall provide the authority with a market feasibility study, market-value appraisal, architectural
design and outline specifications, tenant selection plans and any other documents the authority requires in determining
whether to purchase the project mortgage loan;

(9) unless otherwise exempt under any other law of the state or any political subdivision of the state, all ad val-
orem, gross receipts and any other taxes imposed on the land or improvements for which a multiple-family dwelling
project mortgage loan is being provided shall apply;

(10) the sponsor shall maintain the project as a multiple-family dwelling project or transitional or congregate
housing facility throughout the life of the project mortgage loan; and

(11) the sponsor shall comply with any other reasonable requirements the authority deems necessary to impose in
the future.

B. The authority shall distribute available funds to qualified sponsors and mortgage lenders on an equitable basis
using guidelines that take into consideration geographic allocation and economic feasibility of affordable housing
throughout the state, including the need for new housing to attract a new industry or plant or to provide housing in an
economically depressed or low-income area.

HISTORY:: 1978 Comp., § 58-18-5.4, enacted by Laws 1982, ch. 86, § 5; 1990, ch. 118, § 1; 1994, ch. 47, § 1; 1995,
ch. 9, § 10.

8 58-18-5.5. Additional powers of authority; authority designated as single state housing authority; application for and
receipt of federal funds; administration of housing programs
In addition to the powers granted the authority pursuant to Sections 58-18-5 and 58-18-5.3 NMSA 1978, the authority:
A. is designated as the state housing authority for all purposes;
B. shall make application for federal housing funds and programs;

C. shall administer federal and state housing programs and federal tax credit provisions associated with those
programs;

D. shall receive and expend funds pursuant to applicable federal housing laws, federal housing regulations, the
provisions of the Mortgage Finance Authority Act [Chapter 58, Article 18 NMSA 1978] and regulations adopted pursu-
ant to that act;
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E. shall administer the following housing programs that were previously transferred to it by executive order, the
provisions of which are ratified:

(1) the federal HOME program;

(2) the federal low-income housing tax credit program;
(3) the federal emergency shelter grant programs;

(4) the state homeless program;

(5) the federal and state weatherization programs and that part of the low-income home energy assistance pro-
gram authorized for weatherization; and

(6) the state safe water program;

F. shall assist with technical consultation in connection with housing components of the community service block
grant and community development block grant programs that are administered by the human services department and
the department of finance and administration, respectively; and

G. shall not receive direct appropriations of state funds from the legislature, and, if a program for which the au-
thority is granted the power and has the duty to administer involves the appropriation or expenditure of state funds, the
authority is granted specific power to enter into a joint powers agreement with the department of finance and admin-
istration pursuant to the Joint Powers Agreements Act [11-1-1 to 11-1-7 NMSA 1978].

HISTORY': 1978 Comp., § 58-18-5.5, enacted by Laws 1998, ch. 63, § 6.
§ 58-18-5.6. Duties; behavioral health

The authority shall:

A. appoint a representative to both the behavioral health planning council and the interagency behavioral health
purchasing collaborative; and

B. ensure that any behavioral health services, including mental health and substance abuse services, and any
housing provided for consumers of those services, that are provided, contracted for or approved by the authority are in
compliance with requirements of Section 9-7-6.4 NMSA 1978.

HISTORY:: Laws 2004, ch. 46, § 13.
§ 58-18-6. Loans to mortgage lenders

A. The authority may make and contract to make loans to mortgage lenders on terms and conditions as it determines,
and all mortgage lenders are authorized to borrow from the authority in accordance with the provisions of this section
and the rules and regulations of the authority.

B. The authority shall require that each mortgage lender receiving a loan pursuant to this section shall issue and de-
liver to the authority an evidence of its indebtedness to the authority that shall constitute either a general or limited obli-
gation of the mortgage lender, as determined by the authority, and shall bear such date or dates, shall mature at such
time or times, shall be subject to prepayment and shall contain such other provisions consistent with this section as the
authority determines.

C. Notwithstanding any other provision of this section to the contrary, the interest rate or rates and other terms of
loans to mortgage lenders made from the proceeds of any issue of bonds or notes of the authority shall be at least suffi-
cient to assure the payment of the bonds or notes and the interest thereon as they become due.

D. The authority shall require that loans to mortgage lenders made pursuant to this section shall be secured as to
payment of both principal and interest by a pledge of collateral security in such amounts as the authority determines to
be necessary to assure the payment of the loans and the interest thereon as they become due.

E. The authority may require that collateral for loans be deposited with a bank, trust company or other financial in-
stitution acceptable to the authority and designated by the authority as custodian. In the absence of this requirement,
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each mortgage lender shall enter into an agreement with the authority containing such provisions as the authority deems
necessary to:

(1) adequately identify and maintain the collateral;
(2) service the collateral; and

(3) require the mortgage lender to hold the collateral as an agent for the authority and be accountable to the au-
thority as the trustee of an express trust for the application and disposition thereof and the income therefrom.

The authority may also establish such additional requirements as it deems necessary with respect to the pledging,
assigning, setting aside or holding of collateral and the making of substitutions therefor or additions thereto and the dis-
position of income and receipts therefrom.

F. The authority shall require as a condition of each single-family loan to a mortgage lender that the mortgage lend-
er, within a period that the authority may prescribe, shall have entered into written commitments to make and, within a
period that the authority may prescribe, shall have disbursed the loan proceeds in new single-family mortgage loans to
persons of low or moderate income in an aggregate principal amount equal to the amount of the loan. The new single-
family mortgage loans shall have terms and conditions as the authority may prescribe.

G. The authority shall require the submission to it by each mortgage lender to which the authority has made a sin-
gle-family mortgage loan evidence satisfactory to the authority of the making of new single-family mortgage loans to
persons of low or moderate income as required by this section and in connection therewith may, through its members,
employees or agents, inspect the books and records of any such mortgage lender.

H. The authority may require as a condition of any loans to mortgage lenders such representations and warranties as
it determines to be necessary to secure the loans and carry out the purposes of this section.

I. Compliance by any mortgage lender with the terms of its agreement with or undertaking to the authority with re-
spect to the making or servicing of any new mortgage loans may be enforced by decree of any court of competent juris-
diction. The authority may require as a condition of any loan to any national banking association the consent of the as-
sociation to the jurisdiction of courts of the state over any such proceeding. The authority may also require, as a condi-
tion of any loan to a mortgage lender, agreement by the mortgage lender to the payment of penalties to the authority for
violation by the mortgage lender of its undertakings to the authority.

J. To the extent that any provisions of this section may be inconsistent with any provision of law of the state gov-
erning the affairs of mortgage lenders, which other provision of law does not by its terms expressly amend the Mortgage
Finance Authority Act [this article], the provisions of this section shall control.

HISTORY': 1953 Comp., § 13-19-6, enacted by Laws 1975, ch. 303, § 6; 1978, ch. 163, § 2; 1979, ch. 399, § 2; 1995,
ch. 9, §11.

8 58-18-7. Purchase of mortgage loans

A. The authority may purchase and contract to purchase mortgage loans at the prices and upon the terms and condi-
tions as it determines. All mortgage lenders are authorized to sell mortgage loans to the authority in accordance with the
provisions of this section and the rules and regulations of the authority.

B. The authority shall require as a condition of purchase of single-family mortgage loans from mortgage lenders ei-
ther:

(1) that the single-family mortgage loans be existing mortgage loans owned by the mortgage lenders and that the
mortgage lenders, within the period after receipt of the purchase price as the authority may prescribe shall enter into
written commitments to loan and, within such period thereafter as the authority may prescribe, shall loan an amount
equal to the entire purchase price of the mortgage loans on new mortgage loans to persons of low or moderate income,
which new mortgage loans shall have such terms and conditions as the authority may prescribe; or

(2) that the single-family mortgage loans qualify as new mortgage loans to persons of low or moderate income
and were originated by the mortgage lenders for the purpose of selling them to the authority.
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C. The authority shall require the submission to it by each mortgage lender from which the authority has purchased
a single-family mortgage loan evidence satisfactory to the authority of the making of new mortgage loans to persons of
low or moderate income as required by this section and in connection therewith may, through its members, employees
or agents, inspect the books and records of any such mortgage lender.

D. Compliance by any mortgage lender with the terms of its agreement with or undertaking to the authority with re-
spect to the making or servicing of any mortgage loans may be enforced by decree of any court of competent jurisdic-
tion. The authority may require as a condition of purchase of mortgage loans from any national banking association the
consent of the association to the jurisdiction of courts of the state over any proceeding. The authority may also require,
as a condition of the authority's purchase of mortgage loans from, or servicing of mortgages by a mortgage lender,
agreement by any mortgage lender to the payment of penalties to the authority for violation by the mortgage lender of
its undertakings to the authority.

E. The authority may require as a condition of purchase of any mortgage loan from a mortgage lender that the
mortgage lender represent and warrant to the authority that:

(1) the unpaid principal balance of the mortgage loan and the interest rate thereon have been accurately stated to
the authority;

(2) the amount of the unpaid principal balance is justly due and owing;

(3) the mortgage lender has no notice of the existence of any counterclaim, offset or defense asserted by the
mortgagor or his successor in interest;

(4) the mortgage loan is evidenced by a bond or promissory note and a mortgage that has been properly recorded
with the appropriate public official;

(5) the mortgage constitutes a valid lien on the real property or mobile home described to the authority subject on-
ly to taxes not yet due, installments of assessments not yet due and easements and restrictions of record that do not ad-
versely affect, to a material degree, the use or value of the real property or improvements thereon;

(6) the mortgagor is not now in default in the payment of any installment of principal or interest, escrow funds,
taxes or otherwise in the performance of his obligations under the mortgage documents and has not to the knowledge of
the mortgage lender been in default in the performance of any such obligation for a period of longer than sixty days
during the life of the mortgage;

(7) the improvements to mortgaged real property are covered by a valid and subsisting policy of insurance issued
by a company authorized to issue such policies in the state and providing fire and extended coverage in such amounts as
the authority may prescribe by regulation; and

(8) the mortgage loan meets the prevailing investment quality standards for mortgage loans of that type in the
state.

F. Each mortgage lender is liable to the authority for any damages suffered by the authority by reason of the untruth
of any representation or the breach of any warranty and, in the event that any representation proves to be untrue when
made or in the event of any breach of warranty, the mortgage lender shall, at the option of the authority, repurchase the
mortgage loan for the original purchase price adjusted for amounts subsequently paid thereon, as the authority may de-
termine. The authority may also require, as a condition of the authority's purchase of mortgage loans from the mortgage
lender, agreement by the mortgage lender to the payment of penalties to the authority for any misrepresentation or
breach of warranty.

G. The authority shall require the recording of an assignment of any mortgage loan purchased by it from a mort-
gage lender. The authority is not required to inspect or take possession of the mortgage documents if the mortgage lend-
er from which the mortgage loan is purchased by the authority enters, or the mortgage lender's approved designee en-
ters, a contract to service the mortgage loan and account to the authority therefor.

H. In the event of the foreclosure of any mortgage purchased under the provisions of this section, the foreclosure
shall not be made in the name of the state. The authority is empowered to make appropriate arrangements for the fore-
closure of such mortgages in the name of the authority or another party.
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I. To the extent that any provisions of this section may be inconsistent with any provision of law of the state gov-
erning the affairs of mortgage lenders, which other provision of law does not by its terms expressly amend the Mortgage
Finance Authority Act [this article], the provisions of this section shall control.

HISTORY': 1953 Comp., § 13-19-7, enacted by Laws 1975, ch. 303, 8 7; 1978, ch. 163, § 3; 1979, ch. 399, § 3; 1995,
ch.9, §12.

§ 58-18-7.1. Sale of project mortgage loans

All mortgage lenders are authorized to sell project mortgage loans to and to accept loans from the authority in accord-
ance with the provisions of the Mortgage Finance Authority Act [this article] and the rules and regulations of the author-
ity. To the extent that any provisions of this section may be inconsistent with any provision of law of the state governing
the affairs of mortgage lenders, which other provision of law does not by its terms expressly amend the Mortgage Fi-
nance Authority Act, the provisions of this section shall control.

HISTORY:: 1978 Comp., § 58-18-7.1, enacted by Laws 1982, ch. 86, § 6; 1995, ch. 9, § 13.
§ 58-18-7.2. Secondary market facility; findings and purposes; establishment

A. The legislature finds and declares that it is necessary and in the public interest that the authority be authorized to
create, operate, fund, administer and maintain a secondary market facility for mortgage loans and to otherwise act as a
conduit for public and private funds to provide an increased degree of liquidity for mortgage investments, thereby im-
proving the distribution and availability of investment capital for use in mortgage investments in this state and promot-
ing the economic well-being of the state through increased opportunity for employment, all of which are expressly de-
clared to be valid public purposes and corporate purposes that may be exercised by the authority.

B. In connection with the establishment and implementation of a secondary market facility, the authority may issue
pass-through securities and may purchase and contract to purchase mortgage loans, pass-through securities, obligations
secured by mortgage loans, or revenues therefrom or interests therein, at the prices and upon the terms and conditions as
the authority shall determine. All mortgage lenders are authorized to sell mortgage loans, pass-through securities and
such obligations to the secondary market facility in accordance with the provisions of this section and the rules and reg-
ulations of the authority.

C. To provide funding for the secondary market facility, the authority or the secondary market facility may enter in-
to agreements to administer funds made available to the secondary market facility, at such prices and upon such terms
and conditions as the authority shall determine, and may issue its bonds, notes, other obligations, pass-through securities
and guarantees in the same manner and on the same terms and conditions as the authority may issue its bonds and notes
pursuant to Section 58-18-11 NMSA 1978 or on such other terms and conditions as the authority shall determine. In no
event shall any bonds, notes, other obligations, pass-through securities or guarantees constitute an obligation, either
general or special, of the state or any political subdivision thereof or constitute pecuniary liability of the state or any
political subdivision thereof.

D. Notwithstanding any other provisions of the Mortgage Finance Authority Act [this article], the state shall have
the power, out of funds legally available therefor, to purchase and to contract to purchase from the authority pass-
through securities or participations therein and mortgage loans or participations therein.

HISTORY: 1978 Comp., § 58-18-7.2, enacted by Laws 1983, ch. 285, § 2; 1995, ch. 9, § 14.
§ 58-18-7.3. Rehabilitation loans and home improvement loans

The authority may develop a tax-exempt bond, a taxable bond or an authority-funded program for the financing of
home improvement or rehabilitation loans. Such a home improvement or rehabilitation loan program may be conducted
in concert with any appropriation provided by the legislature for the purpose of developing and conducting a program of

subsidizing the interest rates on home improvement or rehabilitation loans to persons of low or moderate income.

HISTORY': 1978 Comp., § 58-18-7.3, enacted by Laws 1984, ch. 62, § 2; 1987, ch. 168, § 1; 1995, ch. 9, § 15.
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§ 58-18-8. Rules and regulations of the authority
A. The authority shall adopt and may from time to time modify or repeal, subject to prior approval by the Mortgage
Finance Authority Act oversight committee, rules and regulations:

(1) for determining income levels for the classification of persons of low or moderate income, which may vary
between different areas in the state and in accordance with the size of family unit; and

(2) for governing:
(a) the making of loans to mortgage lenders; and

(b) the purchase of mortgage loans, to implement the powers authorized and to achieve the purposes set forth in
the Mortgage Finance Authority Act [this article].

B. The rules and regulations of the authority relating to the making of loans to mortgage lenders pursuant to Section
58-18-6 NMSA 1978 or the purchase of mortgage loans pursuant to Section 58-18-7 NMSA 1978 shall provide at least
for the following:

(1) procedures for the submission by mortgage lenders to the authority of:
(a) requests for loans; and
(b) offers to sell mortgage loans;

(2) standards for allocating bond proceeds among mortgage lenders requesting loans from or offering to sell
mortgage loans to the authority;

(3) standards for determining the principal amount to be loaned to each mortgage lender and the interest rate
thereon;

(4) standards for determining the aggregate principal amount of mortgage loans to be purchased from each mort-
gage lender and the purchase price thereof;

(5) qualifications or characteristics of:
(a) residential housing; and

(b) the purchasers of residential housing to be financed by new mortgage loans made in satisfaction of the re-
quirements of Subsection F of Section 58-18-6 NMSA 1978 or Subsection B of Section 58-18-7 NMSA 1978, as the case
may be;

(6) restrictions as to the interest rates to be allowed on new mortgage loans and the return to be realized therefrom
by mortgage lenders;

(7) requirements as to commitments and disbursements by mortgage lenders with respect to new mortgage loans;
and

(8) standards for mobile homes eligible for use as security.
C. The rules and regulations of the authority shall also provide for:

(1) schedules of any fees and charges to be imposed by the authority; and

(2) any other matters related to the duties and the exercise of the powers of the authority under the Mortgage Fi-
nance Authority Act.
HISTORY': 1953 Comp., § 13-19-8, enacted by Laws 1975, ch. 303, § 8; 1979, ch. 399, § 4; 1995, ch. 9, § 16.
8 58-18-8.1. Rules and regulations of the authority; multiple-family dwellings, transitional and congregate housing fa-
cilities

Prior to financing a multiple-family dwelling project or transitional or congregate housing facility, the authority shall
adopt, subject to prior approval by the Mortgage Finance Authority Act oversight committee, rules and regulations gov-
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erning the purchase of project mortgage loans and the making of loans to finance project mortgage loans, which shall
provide at least for the following:

A. procedures for the submission by mortgage lenders to the authority of:
(1) offers to sell project mortgage loans; or
(2) requests for loans;

B. standards for approving qualifications of sponsors and mortgage lenders;

C. standards for determining minimum equity requirements for sponsors and acceptable debt-to-equity ratios for
Sponsors;

D. methaods for establishing uniform accounting systems for sponsors;
E. standards for approving costs of such projects; and

F. guidelines establishing reasonable geographic allocation procedures for project mortgage loans.
HISTORY': 1978 Comp., § 58-18-8.1, enacted by Laws 1982, ch. 86, 8 7; 1995, ch. 9, § 17.
8 58-18-8.2. Rules and regulations of the authority; secondary market facility

Prior to establishing a secondary market facility or issuing any pass-through security, the authority shall adopt, subject
to prior approval by the Mortgage Finance Authority Act oversight committee, rules and regulations governing the op-
erations of the secondary market facility and the issuance of pass-through securities, which shall provide for the follow-
ing, to the extent that the secondary market facility proposes to engage in such activities:

A. procedures for submission by mortgage lenders to the authority of offers to sell:
(1) mortgage loans;
(2) pass-through securities; or
(3) obligations secured by mortgage loans or pledges of mortgage loan revenues;

B. standards for allocating available funds or guarantees among mortgage lenders through the secondary market
facility;

C. qualifications or conditions relating to the reinvestment by mortgage lenders of the funds made available to
mortgage lenders by the secondary market facility; and

D. characteristics of pass-through securities to be issued by the secondary market facility.
HISTORY: 1978 Comp., § 58-18-8.2, enacted by Laws 1983, ch. 285, § 3.
8 58-18-8.3. Rules and regulations of the authority; home improvement loan program

Prior to implementing the home improvement loan program referred to in Subsection B of Section 58-18-7.3 NMSA
1978, the authority shall adopt, subject to prior approval by the Mortgage Finance Authority Act oversight committee,
rules and regulations governing the purchase of home improvement loans or loans to mortgage lenders to fund home
improvement loans under the program, which shall provide at least for the following:

A. procedures for submission by mortgage lenders to the authority of offers to sell home improvement loans;
B. standards for approving qualifications of mortgage lenders;

C. standards for allocating bond proceeds or other authority funds among mortgage lenders offering to sell home
improvement loans to the authority and among mortgage lenders receiving loans from the authority to fund home im-
provement loans;

D. qualifications or characteristics of:

(1) residential housing upon which a home improvement loan may be made;
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(2) the types of home improvements that may be made with the proceeds of home improvement loans, except
that the authority shall not permit the proceeds to be used for landscaping, lawn sprinkling systems, swimming pools,
tennis courts, saunas or other recreational facilities; and

(3) the persons of low or moderate income who may apply for home improvement loans;

E. restrictions as to the interest rates to be allowed on home improvement loans and the fees and other profit to be
realized by mortgage lenders; and

F. procedures for determining eligibility for any subsidies to be provided to persons of low or moderate income.
HISTORY:: 1978 Comp., § 58-18-8.3, enacted by Laws 1984, ch. 62, § 3; 1987, ch. 168, § 2; 1995, ch. 9, § 18.
8 58-18-9. Required determinations of the authority

The authority shall not make loans to mortgage lenders pursuant to Section 58-18-6 NMSA 1978 or purchase mortgage
loans pursuant to Section 58-18-7 NMSA 1978 until the authority has determined:

A. that the supply of funds available in the private banking system in the state for residential mortgages is inade-
quate to meet the demand of persons of low or moderate income for residential mortgage financing; and

B. that the purchase of mortgages or making of loans by the authority will alleviate the inadequate supply of resi-
dential mortgage money in the state's banking system.

HISTORY: 1953 Comp., § 13-19-9, enacted by Laws 1975, ch. 303, § 9; 1995, ch. 9, § 19.
§58-18-9.1. Repealed
8§ 58-18-10. Planning, zoning and building laws

A. All multiple-family dwelling projects and transitional and congregate housing facilities shall be subject to any ap-
plicable master plan, official map, zoning regulation, building code, housing ordinance and other laws and regulations
governing land use or planning or construction of the municipality in which the project is or is to be located.

B. The authority shall provide a description of any multiple-family dwelling project or transitional or congregate
housing facility for which it proposes to finance a project mortgage loan to the local governing body of the municipality
in which the multiple-family dwelling project or transitional or congregate housing facility is or is to be located. The
description shall include the proposed number and type of dwelling units and the location of the project. Unless the lo-
cal governing body, by majority vote, disapproves the multiple-family dwelling project or transitional or congregate
housing facility within thirty days after receipt of the description, the authority may finance a project mortgage loan on
the project.

HISTORY': 1953 Comp., § 13-19-10, enacted by Laws 1975, ch. 303, § 10; 1982, ch. 86, § 9; 1995, ch. 9, § 20.
§ 58-18-11. Bonds and notes of the authority

A. The authority may from time to time issue its bonds and notes in the principal amounts as, in the opinion of the
authority, are necessary to provide sufficient funds for achieving its corporate purposes, the payment of principal and of
premium, if any, and interest on bonds and notes of the authority, establishment of reserves to secure the bonds and
notes and all other expenditures of the authority incident to and necessary or convenient to carry out its corporate pur-
poses and powers.

B. Except as may otherwise be expressly provided by the authority, all bonds and notes issued by the authority shall
be general obligations of the authority, secured by the full faith and credit of the authority and payable out of any mon-
ey, assets or revenues of the authority, subject only to any agreement with bondholders or noteholders pledging any
particular money, assets or revenues. In no event shall any bonds or notes constitute an obligation, either general or spe-
cial, of the state or any political subdivision of the state or constitute or give rise to a pecuniary liability of the state or
any political subdivision of the state; nor shall the authority have the power to pledge the general credit or taxing power
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of the state or any political subdivision of the state or to make its debts payable out of any money except that of the au-
thority.

C. Bonds and notes shall be authorized by resolutions of the authority adopted as provided by the Mortgage Fi-
nance Authority Act [this article]; provided that any such resolution authorizing the issuance of bonds or notes may del-
egate to an officer of the authority the power to issue such bonds or notes from time to time and to fix or specify the
manner of fixing the details of any such issues of bonds or notes by an appropriate certificate of the authorized officer.

D. The bonds shall:
(1) state on their face that they:
(a) are payable both as to principal and interest solely out of the assets of the authority; and

(b) do not constitute an obligation, either general or special, of the state or any political subdivision of the state;
and

(2) be:
(a) either registered, registered as to principal only or in coupon form;
(b) issued in such denominations as the authority may prescribe;
(c) fully negotiable instruments under the laws of the state unless otherwise determined by the authority;

(d) signed on behalf of the authority with the manual or facsimile signature of the chairman or vice chairman at-
tested by the manual or facsimile signature of the secretary, shall have impressed or imprinted on them the seal of the
authority or a facsimile of the seal, and any coupons attached to them shall be signed with the facsimile signature of the
chairman or vice chairman;

(e) payable as to interest at such rate or rates and at such time or times as the authority may determine or pro-
vide;

(f) payable as to principal at such times over a period not to exceed forty-five years from the date of issuance, at
such place or places and with such reserved rights of prior redemption as the authority may prescribe;

(9) sold at such price or prices, at public or private sale, and in such manner as the authority may prescribe; and
the authority may pay all expenses, premiums and commissions that it deems necessary or advantageous in connection
with the issuance and sale of the bonds; and

(h) issued under and subject to such terms, conditions and covenants providing for the payment of the principal,
redemption premiums, if any, and interest and such other terms, conditions, covenants and protective provisions safe-
guarding the payment, not inconsistent with the Mortgage Finance Authority Act, as may be found to be necessary by
the authority for the most advantageous sale of the bonds, which may include but not be limited to covenants with the
holders of the bonds as to: 1) pledging or creating a lien, to the extent provided by a resolution on all or any part of any
money or property of the authority or of any money held in trust or otherwise by others to secure the payment of the
bonds; 2) otherwise providing for the custody, collection, securing, investment and payment of any money of or due to
the authority; 3) the setting aside of reserves or sinking funds and the regulation or disposition thereof; 4) limitations on
the purpose to which the proceeds of sale of any issue of bonds then or thereafter to be issued may be applied; 5) limita-
tions on the issuance of additional bonds and on the refunding of outstanding or other bonds; 6) the procedure, if any, by
which the terms of any contract with the holders of bonds may be amended or abrogated, the amount of bonds the hold-
ers of which must consent thereto and the manner in which such consent may be given; 7) the creation of special funds
into which any money of the authority may be deposited; 8) vesting in a trustee the properties, rights, powers and duties
in trust as the authority may determine that may include any or all of the rights, powers and duties of the trustee ap-
pointed pursuant to Section 58-18-14 NMSA 1978 for the holders of any bonds issued by the authority in which event
the provisions of that section authorizing appointment of a trustee by the holders of bonds shall not apply; or limiting or
abrogating the right of the holders of bonds to appoint a trustee under Section 58-18-14 NMSA 1978 or limiting the
rights, duties and powers of the trustee; 9) defining the acts or omissions to act that constitute a default in the obliga-
tions and duties of the authority and providing for the rights and remedies of the holders of bonds in the event of default,
provided that the rights and remedies shall not be inconsistent with the general laws of the state and other provisions of
the Mortgage Finance Authority Act; and 10) any other matters of like or different character that in any way affect the
security and protection of the bonds and the rights of the holders of bonds.
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E. The authority is authorized to issue its bonds or notes for the purpose of refunding any bonds or notes of the au-
thority or of any issuer under the Municipal Mortgage Finance Act [58-18A-1 to 58-18A-12 NMSA 1978] or under any
other authorizing act then outstanding, including the payment of any redemption premiums thereon and any interest
accrued to or to accrue to the date of redemption of the outstanding bonds or notes. Until the proceeds of any bonds or
notes issued for the purpose of refunding outstanding bonds or notes are applied to the purchase or retirement of the
outstanding bonds or notes or the redemption of the outstanding bonds or notes, the proceeds may be placed in escrow
and be invested and reinvested in accordance with the provisions of Subsection P of Section 58-18-5 NMSA 1978. The
interest, income and profits, if any, earned or realized on any such investment may, in the discretion of the authority,
also be applied to the payment of the outstanding bonds or notes to be refunded by purchase, retirement or redemption,
as the case may be. After the terms of the escrow have been fully satisfied and carried out, any balance of the proceeds
and interest, if any, earned or realized on the investments thereof may be returned to the authority for use by it in any
lawful manner. All bonds or notes shall be issued and secured and shall be subject to the provisions of the Mortgage
Finance Authority Act in the same manner and to the same extent as any other bonds or notes issued pursuant to the
Mortgage Finance Authority Act.

F. The authority is authorized to issue bond anticipation notes and may renew them from time to time, but the max-
imum maturity of the notes, including renewals, shall not exceed ten years from the date of issue of the original notes.
The notes may be payable from any money of the authority available therefor and not otherwise pledged or from the
proceeds of sale of the bonds of the authority in anticipation of which the notes were issued. The notes may be issued
for any corporate purpose of the authority. The notes shall be issued in the same manner as the bonds, and the notes and
the resolution authorizing them may contain any provisions, conditions or limitations, not inconsistent with the provi-
sions of this subsection, that the bonds or a bond resolution of the authority may contain. The notes may be sold at pub-
lic or private sale. In case of default on its notes or violation of any obligations of the authority to the noteholders, the
noteholders shall have all the remedies provided for bondholders in the Mortgage Finance Authority Act. The notes
shall be as fully negotiable as the bonds of the authority.

G. It is the intention of the legislature that any pledge of earnings, revenues or other assets made by the authority
shall be valid and binding from the time when the pledge is made; that the earnings, revenues or other assets so pledged
and thereafter received by the authority shall immediately be subject to the lien of the pledge without any physical de-
livery thereof or further act and that the lien of any such pledge shall be valid and binding as against all parties having
claims of any kind in tort, contract or otherwise against the authority irrespective of whether the parties have notice of
the claims. The resolution or any other instrument by which a pledge is created need not be filed or recorded.

H. Neither the members of the authority nor any person executing the bonds, notes or other obligations shall be lia-
ble personally on the bonds, notes or other obligations or be subject to any personal liability or accountability by reason
of the issuance thereof while acting in the scope of their authority.

HISTORY:: 1953 Comp., § 13-19-11, enacted by Laws 1975, ch. 303, § 11; 1995, ch. 9, § 21.
8§ 58-18-11.1 to 58-18-11.5. Repealed.

§ 58-18-12. Reserve funds
A. The authority may create and establish one or more reserve funds.

B. The authority may create and establish other reserve funds as it deems advisable and necessary.
HISTORY:: 1953 Comp., § 13-19-12, enacted by Laws 1975, ch. 303, § 12; 1995, ch. 9, § 22.
§ 58-18-13. Notice or publication not required
No notice, consent or approval by any governmental body or public officer shall be required as a prerequisite to the
issuance, sale or delivery of any bonds, notes or other obligations of the authority pursuant to the provisions of the
Mortgage Finance Authority Act [this article], except as specifically provided in that act.

HISTORY': 1953 Comp., § 13-19-13, enacted by Laws 1975, ch. 303, § 13; 1995, ch. 9, § 23.

§ 58-18-14. Remedies of bondholders and noteholders
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Except to the extent this section conflicts with a term or condition of any trust indenture or note, bondholders and
noteholders shall have the following remedies:

A. in the event that the authority defaults in the payment of principal of or interest on any issue of bonds or notes
after it becomes due, whether at maturity or upon call for redemption, and the default continues for a period of thirty
days, or in the event that the authority fails or refuses to comply with the provisions of the Mortgage Finance Authority
Act [this article] or defaults in any agreement made with the holders of any issue of bonds or notes, the holders of twen-
ty-five percent in aggregate principal amount of the bonds or notes of the issue then outstanding, by one or more in-
struments filed in the office of the clerk of the county in which the principal office of the authority is located and proved
or acknowledged in the same manner as a deed to be recorded, may appoint a trustee to represent the holders of the
bonds or notes for the purposes provided in this section;

B. a trustee may, and upon written request of the holders of twenty-five percent in aggregate principal amount of
the issue of bonds or notes then outstanding shall, in his or its own name:

(1) enforce all rights of the bondholders or noteholders, including the right to require the authority to carry out
its agreements with the holders of the bonds or notes and to perform its duties under the Mortgage Finance Authority
Act;

(2) bring suit upon the bonds or notes;

(3) by action or suit, require the authority to account as if it were the trustee of an express trust for the holders
of the bonds or notes;

(4) by action or suit, enjoin any acts or things that may be unlawful or in violation of the rights of the holders of
the bonds or notes; and

(5) declare all such bonds or notes due and payable and, if all defaults are made good, then with the consent of
the holders of twenty-five percent of the aggregate principal amount of the issue of bonds or notes then outstanding,
annul the declaration and its consequences;

C. atrustee shall, in addition to the provisions of Subsection B of this section, have and possess all the powers
necessary or appropriate for the exercise of any functions specifically set forth in this section or incident to the general
representation of bondholders or noteholders in the enforcement and protection of their rights;

D. before declaring the principal of bonds or notes due and payable, the trustee shall first give thirty days' notice
in writing to the governor, to the authority and to the attorney general of the state; and

E. the district court shall have jurisdiction of any suit, action or proceeding by the trustee on behalf of bondhold-
ers or noteholders. The venue of any such suit, action or proceeding shall be laid in the county in which the principal
office of the authority is located.

HISTORY': 1953 Comp., § 13-19-14, enacted by Laws 1975, ch. 303, § 14; 1995, ch. 9, § 24.
§ 58-18-14.1. Project mortgage loans; enforcement of agreement

A. Compliance by any mortgage lender with the terms of its agreement with or undertaking to the authority with re-
spect to the making of any project mortgage loans to sponsors may be enforced by decree of any court of competent
jurisdiction. The authority shall require as a condition of purchasing project mortgage loans from or making a loan to
any national banking or federal savings and loan association the consent of the association to the jurisdiction of courts
of the state over any such proceeding. The authority shall also require as a condition of the authority's purchasing pro-
ject mortgage loans from or making a loan to any mortgage lender agreement by the mortgage lender to the payment of
penalties to the authority for violation by the mortgage lender of its undertakings to the authority.

B. Each mortgage lender shall be liable to the authority for any damages suffered by the authority by reason of the
untruth of any representation or the breach of any warranty, and, in the event that any representation proves to be untrue
when made or in the event of any breach of warranty, the mortgage lender shall, at the option of the authority:

(1) repurchase the project mortgage loan for the original purchase price adjusted for amounts subsequently paid
thereon, as the authority may determine; or
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(2) repay the then unpaid principal balance of the loan, together with interest accrued thereon and the penalties
owed pursuant to Subsection A of this section.

HISTORY': 1978 Comp., § 58-18-14.1, enacted by Laws 1982, ch. 86, § 11; 1995, ch. 9, § 25.
§ 58-18-15. State and municipalities not liable on bonds and notes

The bonds, notes and other obligations of the authority shall not be a debt of the state or of any municipality, and nei-
ther the state nor any municipality shall be liable thereon.

HISTORY:: 1953 Comp., § 13-19-15, enacted by Laws 1975, ch. 303, § 15.
§ 58-18-16. Agreement of the state

The state does hereby pledge to and agree with the holders of any bonds, notes, other obligations, pass-through securi-
ties or guarantees issued under the Mortgage Finance Authority Act [this article] that the state will not limit or alter the
rights vested in the authority or any secondary market facility to fulfill the terms of any agreements made with the hold-
ers of the bonds, notes, other obligations, pass-through securities or guarantees or in any way impair the rights and rem-
edies of the holders of the bonds, notes, other obligations, pass-through securities or guarantees until the bonds, notes,
other obligations, pass-through securities or guarantees together with the interest thereon, with interest on any unpaid
installments of interest and all costs and expenses in connection with any action or proceedings by or on behalf of the
holders of the bonds, notes, other obligations, pass-through securities or guarantees, are fully met and discharged. The
authority or any secondary market facility is authorized to include this pledge and agreement of the state in any agree-
ment with the holders of the bonds, notes, other obligations, pass-through securities or guarantees.

HISTORY': 1953 Comp., § 13-19-16, enacted by Laws 1975, ch. 303, § 16; 1995, ch. 9, § 26.
§ 58-18-17. Bonds, notes and other obligations; legal investments for public officers and fiduciaries

The bonds, notes, other obligations, pass-through securities and guarantees of the authority or any secondary market
facility are securities in which all insurance companies and associations and other persons carrying on insurance busi-
ness, all banks, bank and trust companies, trust companies, private banks, savings banks, savings and loan associations,
building and loan associations, investment companies and other persons carrying on a banking business, all administra-
tors, guardians, executors, trustees and other fiduciaries and all other persons who are or may be authorized to invest in
bonds or other obligations of the state may properly and legally invest funds including capital in their control or belong-
ing to them.

HISTORY': 1953 Comp., § 13-19-17, enacted by Laws 1975, ch. 303, § 17; 1995, ch. 9, § 27.
§ 58-18-18. Tax exemption

A. It is determined that the creation of the authority is in all respects for the benefit of the people of the state, for the
improvement of their health and welfare and for the promotion of the economy and that those purposes are public pur-
poses. The authority will be performing an essential governmental function in the exercise of the powers conferred upon
it by the Mortgage Finance Authority Act [this article], and the state covenants with the purchasers and all subsequent
holders and transferees of bonds and notes issued by the authority, in consideration of the acceptance of and payment
for the bonds and notes, that the bonds and notes of the authority issued pursuant to that act and the income therefrom
shall at all times be free from taxation, except for estate or gift taxes and taxes on transfers.

B. The income and operations of the authority and any secondary market facility shall be exempt from taxation of
every kind and nature, provided that the authority shall be obligated to pay all ad valorem taxes and special assessments.
The authority and any secondary market facility shall pay any recording fee for instruments recorded by it or on its be-
half but shall not be required to pay any transfer tax of any kind on account of instruments recorded by it or on its be-
half.
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HISTORY': 1953 Comp., § 13-19-18, enacted by Laws 1975, ch. 303, § 18; 1981, ch. 190, § 1; 1985, ch. 232, § 3;
1995, ch. 9, § 28.

§ 58-18-19. No contribution by state or municipality

Neither the state nor any municipality shall have the power to pay out of its general funds or otherwise contribute its
money to the authority, nor may the state or any state agency purchase any bonds or notes of the authority, nor shall the
state or any municipality have the power to make or participate in the making of loans to mortgage lenders or to pur-
chase or participate in the purchase of mortgage loans pursuant to the Mortgage Finance Authority Act [this article].
Notwithstanding the foregoing, neither the state nor any municipality shall be prohibited from appropriating its money
to or in aid of the authority's programs or the beneficiaries of any program to the extent otherwise permitted by law.

HISTORY': 1953 Comp., § 13-19-19, enacted by Laws 1975, ch. 303, § 19; 1995, ch. 9, § 29.
§ 58-18-20. Money of the authority

A. All money of the authority from whatever source derived, except as otherwise authorized or provided in the Mort-
gage Finance Authority Act [this article], shall be paid to the treasurer of the authority and shall be deposited forthwith
in a bank designated by the authority. The money in such accounts shall be withdrawn on the order of persons whom the
authority may authorize. All deposits of such money shall, if required by the authority, be secured in such manner as the
authority may determine. The state auditor and his legally authorized representatives are authorized and empowered
from time to time to examine the accounts and books of the authority, including its receipts, disbursements, contracts,
leases, sinking funds, investments and any other records and papers relating to its financial standing. The authority shall
pay a reasonable fee for such examination as determined by the state auditor.

B. The authority and any secondary market facility shall have power to contract with holders of any of its bonds,
notes, other obligations, pass-through securities or guarantees as to the custody, collection, securing, investment and
payment of any money of the authority or any secondary market facility of any money held in trust or otherwise for the
payment of bonds, notes, other obligations, pass-through securities or guarantees and to carry out the contract. Money
held in trust or otherwise for the payment of bonds, notes, other obligations, pass-through securities or guarantees or in
any way to secure bonds, notes, other obligations, pass-through securities or guarantees and deposits of such money
may be secured in the same manner as money of the authority, and all banks and trust companies are authorized to give
security for deposits.

C. Subject to the provisions of any contract with bondholders, noteholders, or holders of other obligations, pass-
through securities or guarantees, the authority and any secondary market facility shall prescribe a system of accounts.

D. The authority shall submit to the governor, the state auditor and the legislative finance committee, within thirty
days of the receipt thereof by the authority, a copy of the report of every external examination of the books and accounts
of the authority.

E. Money of the authority and any secondary market facility, including money held in trust or otherwise for the
payment of bonds, notes, other obligations, pass-through securities or guarantees is not public money or state funds
within the meaning of any law of the state relating to investment, deposit, security or expenditure of public money and,
subject to any agreement with bondholders and any limitations imposed by the Mortgage Finance Authority Act, may
be used by the authority in any manner necessary or appropriate in carrying out the powers given in the Mortgage Fi-
nance Authority Act.

HISTORY': 1953 Comp., § 13-19-20, enacted by Laws 1975, ch. 303, § 20; 1985, ch. 232, § 4; 1995, ch. 9, § 30.
§58-18-21. Limitation of liability

Neither the members of the authority nor any person acting in its behalf, while acting within the scope of their authori-
ty, shall be subject to any personal liability for any action taken or omitted within that scope of authority.

HISTORY': 1953 Comp., § 13-19-21, enacted by Laws 1975, ch. 303, § 21; 1995, ch. 9, § 31.
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§ 58-18-22. Assistance by state officers and agencies

All state officers and all state agencies may render such services to the authority within their respective functions as
may be requested by the authority.

HISTORY:: 1953 Comp., § 13-19-22, enacted by Laws 1975, ch. 303, § 22.
§ 58-18-23. Court proceedings; preference; venue

Any action or proceeding to which the authority or the people of the state may be a party in which any question arises
as to the validity of the Mortgage Finance Authority Act [this article] shall be preferred over all other civil causes in all
courts of the state and shall be heard and determined in preference to all other civil business pending in the courts irre-
spective of position on the calendar. The same preference shall be granted upon application of counsel to the authority
in any action or proceeding questioning the validity of that act in which he may be allowed to intervene. The venue of
any action or proceeding to which the authority or the people of the state are a party shall be laid in the county in which
the principal office of the authority is located.

HISTORY': 1953 Comp., § 13-19-23, enacted by Laws 1975, ch. 303, § 23; 1995, ch. 9, § 32.
§ 58-18-24. Corporate existence

The authority and its corporate existence shall continue until terminated by law, provided that no such law shall take
effect so long as the authority has bonds, notes, other obligations or pass-through securities or guarantees outstanding
unless adequate provision has been made for the satisfaction or payment thereof. Upon termination of the existence of
the authority, all its rights and properties in excess of its obligations shall pass to and be vested in the state.

HISTORY': 1953 Comp., § 13-19-24, enacted by Laws 1975, ch. 303, § 24; 1995, ch. 9, § 33.
8§ 58-18-25. Conflicts of interest; penalty

A. If any member, officer or employee of the authority has an interest, either direct or indirect, in any contract to
which the authority or any secondary market facility is or is to be a party or in any mortgage lender requesting a loan
from or offering to sell mortgage loans to the authority or any secondary market facility or in any sponsor requesting a
project mortgage loan, the interest shall be disclosed to the authority in writing and shall be set forth in the minutes of
the authority. The member, officer or employee having the interest shall not participate in any action by the authority or
any secondary market facility with respect to the contract, mortgage lender or sponsor.

B. Nothing in this section shall be deemed or construed to limit the right of any member, officer or employee of the
authority to:

(1) acquire an interest in bonds, notes, other obligations, pass-through securities or guarantees of the authority or
any secondary market facility; or

(2) have an interest in any banking institution in which the funds of the authority are or are to be deposited or that
is or is to be acting as trustee or paying agent under any trust instrument to which the authority is a party.

C. Any person having a conflict of interest as defined in this section and participating in any transaction involving
the conflict of interest or failing to notify the authority of the conflict is guilty of a misdemeanor.

HISTORY': 1953 Comp., § 13-19-25, enacted by Laws 1975, ch. 303, § 25; 1981, ch. 172, § 1; 1982, ch. 86, § 12;
1995, ch. 9, § 34.

§ 58-18-26. Cumulative authority
The Mortgage Finance Authority Act [this article] shall be deemed to provide an additional and alternative method for

the doing of the things authorized by that act, shall be regarded as supplemental and additional to powers conferred by
other laws and shall not be regarded as in derogation of any powers now existing; provided that the issuance of bonds,
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notes, other obligations, pass-through securities or guarantees under the provisions of the Mortgage Finance Authority
Act need not comply with the requirements of any other law applicable to the issuance of bonds, notes, other obliga-
tions, pass-through securities or guarantees.

HISTORY': 1953 Comp., § 13-19-26, enacted by Laws 1975, ch. 303, § 26; 1995, ch. 9, § 35.

§ 58-18-27. Liberal interpretation

The Mortgage Finance Authority Act [this article], being necessary for the welfare of the state and its inhabitants,
shall be liberally construed to effect its purposes.

HISTORY': 1953 Comp., § 13-19-27, enacted by Laws 1975, ch. 303, § 27; 1995, ch. 9, § 36.
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NEW MEXICO MORTGAGE FINANCE AUTHORITY
RULES AND REGULATIONS

SECTION 1. AUTHORITY. These Rules and Regulations are issued under and pursuant to
the Mortgage Finance Authority Act, enacted as Chapter 303 of the Laws of 1975 of the State of
New Mexico, as amended; Chapter 86 of the Laws of 1982 of the State of New Mexico, as
amended (being Section 58-18-1 through 58-18-27, N.M.S.A. (1978); and Section 2-12-5,
N.M.S.A. (1978), as amended (collectively, the “Act”). These Rules and Regulations supersede
and replace all prior rules and regulations of the MFA and will become effective upon approval
of the MFA Oversight Committee.

SECTION 2. PURPOSE AND OBJECTIVES. These Rules and Regulations are established
to effectuate, and shall be applied so as to accomplish, the general purposes of the Act and the
following specific objectives: (i) expanding the supply of funds in New Mexico available for
new residential mortgages for persons and families of low or moderate income; (ii) alleviating
the shortage of adequate housing, including multiple-family, transitional and congregate
dwellings, in New Mexico for persons and families of low or moderate income; (iii) encouraging
and providing the financing for the acquisition, construction, rehabilitation and improvement of
residential housing, including multiple-family, transitional and congregate dwellings, in New
Mexico for persons and families of low or moderate income; (iv) assisting in providing mortgage
loans at below-market interest rates for private individuals, organizations and entities willing to
undertake the acquisition, development and/or operation of multiple-family, transitional and
congregate dwellings for persons and families of low or moderate income; and (v) obtaining the
effective participation by lending institutions and others in the mortgage purchase program
authorized by the Act, while restricting the financial return and benefit to such lending
institutions to that necessary and reasonable to induce such participation. In carrying out its
objectives and purposes, the New Mexico Mortgage Finance Authority, pursuant to the Act has
the power to raise funds from private and public investors to make funds available for such
purposes; to create and implement programs from time to time as may be necessary or
appropriate to accomplish its purposes; and to assist, administer, finance or service housing
programs and to contract for such services for or through private and nonprofit organizations and
local, state, federal and tribal agencies or their instrumentalities.

SECTION 3. GENERAL DEFINITIONS. The following words and terms shall have the
following meanings. A statutory change in the New Mexico Mortgage Finance Authority Act of
any of the following definitions shall result in a corresponding change in the meaning of the
same word or term within Section 3. of these Rules and Regulations.

A. “Act” shall mean the Mortgage Finance Authority Act, enacted as Chapter 303 of
the Laws of 1975 of the State of New Mexico, as amended (being Sections 58-18-1 through 58-
18-27, inclusive, N.M.S.A. (1978), as amended).

B. “Affiliate” shall mean any entity controlling, controlled by or under the common
control of another entity, person or common parent company; provided that an entity which is a
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Mortgage Lender, must meet the MFA’s requirements set forth in the Policies and Procedures of
the MFA. For the purposes of this definition, “control” when used with respect to any specified
entity, means the power to direct the management and policies of such entity, directly or
indirectly, whether through the ownership of voting securities, by contract, statute or otherwise.
For purposes of this definition the terms “person” and entity” include non-profit corporation,
other public entities, governmental agencies and instrumentalities, Mortgage Lenders, Sponsors,
Builders, and Applicants.

C. “Affordable” shall mean consistent with minimum rent and/or income limitations
set forth in the Act, and in guidelines established for specific programs administered by MFA.

D. “Applicant” shall mean a lending institution, non-profit corporation, public or
tribal entity, governmental agency or instrumentality, Mortgage Lender, Builder, Sponsor, or
Affiliate of any of the foregoing, or any other person or entity meeting the appropriate criteria of
the MFA.

E. “Application” shall mean an application for MFA approval to participate in one or
more programs of the MFA submitted by an Applicant to the MFA.

F. “Bonds” or “Notes” shall mean the bonds or bond anticipation notes, respectively
issued by the MFA pursuant to the Act.

G. “Builder” shall mean a person or entity licensed as a general contractor to
construct Residential Housing in the state which has been approved by the MFA to participate in
an MFA program.

H. “Code” shall mean the Internal Revenue Code of 1986, as amended.

I “Existing Mortgage Loan” shall mean a loan secured by a Mortgage made by a
Mortgage Lender to: (i) a Person of Low or Moderate Income to finance the purchase of an
owner-occupied single family residence in the state; or (ii) to a person or entity to finance
multiple-family, transitional and congregate dwelling projects for persons and families of low or
moderate income, which loan was made prior to the date of submission by the Mortgage Lender
of its Application.

J. “Federal Government” shall mean the United States of America and any agency
or instrumentality, corporate or otherwise, of the United States of America.

K. “EHA” shall mean the Federal Housing Administration or its successors.

L. “FEHLMC” or “Freddie Mac” shall mean the Federal Home Loan Mortgage
Corporation or its successors.

M. “ENMA or “Fannie Mae” shall mean the Federal National Mortgage Association
or its successors.
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N. “GNMA” or “Ginnie Mae” shall mean the Government National Mortgage
Association or its successors.

0. “Home Improvement Loan” shall mean a mortgage loan to finance such
alterations, repairs and improvements on or in connection with an existing residence as the MFA
may determine will substantially protect or improve the basic livability or energy efficiency of
the residence, including without limitation the acquisition and installation of energy conservation
building materials and solar energy equipment.

P. “HUD” shall mean the United States Department of Housing and Urban
Development.

0. “MEA” shall mean the New Mexico Mortgage Finance Authority.

R. “Mobile Home” shall mean a movable or portable housing structure, constructed

to be towed on its own chassis and designed so as to be installed with or without a permanent
foundation for human occupancy as a residence that may include one or more components that
can be retracted for towing purposes and subsequently expanded for additional capacity, or two
or more units separately towable but designed to be joined into one integral unit, except that the
definition does not include recreational vehicles or modular or remanufactured homes, built to
Uniform Building Code standards, designed to be permanently affixed to real property.

S. “Mortgage” shall mean a mortgage, mortgage deed, deed of trust or other
instrument creating a lien, subject only to title exceptions as may be acceptable to the MFA with
a fee interest in real property located within the state, or with a leasehold interest that has a
remaining term at the time of computation that exceeds the maturity date or is renewable at the
option of the lessee after the maturity date, of the Mortgage Loan or the instrument creating a
lien on a mobile home.

T. “Mortgage Credit Certificate” shall mean certificates issued by the MFA to
Persons of Low or Moderate Income enabling them to claim a credit against federal income tax
for a portion of interest paid by such persons on a Mortgage Loan.

U. “Mortgage Lender” shall mean any bank, trust company, mortgage company,
mortgage banker, national banking association, , credit union, building and loan association and
any other lending institution; provided that the mortgage lender maintains an office in New
Mexico, is authorized to make mortgage loans in the state and is approved by the MFA and
either the FHA, VA, RHS, HUD’s Office of Native American Programs, FNMA (““Fannie Mae”’),
or FHLMC (“Freddie Mac™).!

V. “Mortgage Loan” shall mean a financial obligation secured by a Mortgage,
including a Project Mortgage Loan.

! Definition of “Mortgage Lender” was amended (as italicized) per 1999 legislative action and was subsequently
approved by the MFA Board of Directors and MFA Legislative Oversight Committee.
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W. “Municipality” shall mean any county, city, town or village or the state.

X. “New Mortgage Loan” shall mean a Mortgage Loan, including a Home
Improvement Loan, made by a Mortgage Lender to a Person of Low or Moderate Income to
finance project costs, and containing such terms and conditions as the MFA may require.

Y. “Qversight Committee” shall mean the MFA’s Oversight Committee created by,
and appointed in accordance with, the Act.

Z. “Persons of Very Low, Low, or Moderate Income” shall mean the categories of
income levels attributed to persons and families for the determination of eligibility for affordable
housing programs. Very Low, Low, Moderate, and in certain circumstances Middle Income
persons and families within the state are those who are determined by the MFA to lack sufficient
income to pay enough to cause private enterprise to build an adequate supply of decent, safe and
sanitary residential housing in their locality or in an area reasonably accessible to their locality
and whose incomes are below the income levels established by the MFA to be in need of the
assistance made available by the Act, taking into consideration, without limitation, such factors
as defined under the Act. For purposes of this definition, the word “families” shall mean a group
of persons consisting of, but not limited to, the head of a household; his or her spouse, if any; and
children, if any, who are allowable as personal exemptions for Federal income tax purposes.
Very Low Income persons or families are those with income at or below 50% of the Area
Median Income (“AMI”). For Loans to persons and families on Indian Reservations, MFA will
use the income basis determined under HUD’s Native American Housing and Self Determination
Act (NAHASDA). Low Income persons or families are those with income above 50% and up to
80% of the AMI. Moderate Income persons or families are those with income above 80% and up
to 120% of the AMI. AMI is defined as the point at which half the households in an area have
lower incomes and half have higher incomes.

AA. “Policies and Procedures” shall mean Policies and Procedures of the MFA,
including but not limited to, Mortgage Loan purchasing, selling, servicing and reservation
procedures, which the MFA may update and revise from time to time as the MFA deems
appropriate.

BB. “Recertification” shall mean the recertification of Applicants participating in
MFA programs as determined necessary from time to time by the MFA.

CC. “Rehabilitation” shall mean the substantial renovation or reconstruction of an
existing single-family residence, not including an increase in living area, which complies with
requirements established by the MFA. Rehabilitation shall not include routine or ordinary
repairs, improvements or maintenance, such as interior decorating, remodeling or exterior
painting, except in conjunction with other substantial renovation or reconstruction.

DD. “Reservation and Compliance Procedures” shall mean the MFA’s procedures for
allocating funds to purchase Mortgage Loans, and allocating Mortgage Credit Certificates, if
applicable. Such procedures may be updated and revised by the MFA as the MFA deems
appropriate.
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EE.  “Residential Housing” shall mean a specific work or improvement undertaken
primarily to provide one or more dwelling accommodations, including, without limitation,
mobile homes, single-family, multiple-family, transitional and congregate dwellings for Persons
of Low or Moderate Income, including the acquisition, construction or rehabilitation of real
property, buildings and improvements

FF.  “Residential Use” shall mean that the structure is designed primarily for use as the
principal residence of the occupant or occupants and shall exclude vacation or recreational
homes.

GG. “RHS/USDA” shall mean Rural Housing Service of the United States Department
of Agriculture and Rural Housing Community Development Service (RHCDS) and its
SUCCessors.

HH.  “State” shall mean the State of New Mexico.
. “VA” shall mean the Department of Veterans Affairs.

SECTION 4. GENERAL REQUIREMENTS. The following requirements shall apply to all
programs established by the MFA.

4.1  Fees and Charges of the MFA. The MFA may establish and collect fees from
Applicants who file Applications: (i) requesting allocations of funds for Mortgage Loans; or (ii)
selling or offering to sell Mortgage Loans to the MFA in such amounts as the MFA may deem
appropriate. Such fees may be used for, among other purposes: (i) reimbursing the MFA for all
or part of its reasonably expected costs of issuing its bonds or other obligations and of
administering its programs; and (ii) providing inducements to make or deliver Mortgage Loans
or other financing for public purposes which the MFA determines require additional inducements
to accomplish. The MFA may establish such other charges, premiums and penalties as it shall
deem to be necessary in connection with the administration of its programs.

4.2  Servicing of Mortgage Loans. The MFA shall cause each Mortgage Loan
financed by the MFA to be serviced pursuant to the Polices and Procedures of the MFA.

4.3  Examination of Books and Records. The MFA shall cause to be made such
examinations of the books and records of each Applicant as the MFA deems necessary or
appropriate to determine compliance with the terms of the Act, these Rules and Regulations and
any agreement between the Applicant and the MFA. The MFA may require each Applicant to
pay the costs of any such examination.

4.4  Consent to Jurisdiction. Each Applicant shall consent to the jurisdiction of the
courts of the State, or the appropriate tribal court, over any proceeding to enforce compliance
with the terms of the Act, these Rules and Regulations and any agreement between the Applicant
and the MFA.
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4.5 Purchase of the MFA’s Bonds. No Mortgage Lender (including any “related
person,” as defined in Section 103 of the Code, and the regulations related thereto) shall,
pursuant to any arrangement, formal or informal, or direct or indirect, purchase Bonds or other
obligations of the MFA in an amount related to the aggregate principal amount of the Mortgage
Loans to be sold to the MFA by such Mortgage Lender (or related person).

4.6  Policies and Procedures. The MFA shall adopt written Polices and Procedures for
each of its programs and for the general conduct of its business. MFA’s Policies and Procedures
Manual shall become effective upon approval by the Board of Directors of the MFA; and shall
be established in accordance with the Act, the Code, these Rules and Regulations, and if
applicable, the requirements of the guarantor, insurer or purchaser with respect to the particular
program. All Policies and Procedures and these Rules and Regulations shall be maintained at the
offices of the MFA and be available for review by all Applicants and the general public during
normal business hours.

4.7  Recertification. The MFA may establish procedures for recertifying Applicants
from time to time. Applicants which fail to satisfy the MFA’s requirements for recertification
shall cease to be eligible and shall be denied further participation in MFA programs until the
requirements of the MFA are satisfied.

SECTION 5. SINGLE FAMILY HOMEOWNERSHIP PROGRAMS. In addition to the
programs defined in this Section 5, the MFA shall have the power to create variations or
extensions of such programs, or additional programs which comply with the Act and these Rules
and Regulations.

5.1  Additional Definitions. The following words and terms shall have the following
meanings only within this Section 5.

A. “Single Family Homeownership Programs” shall mean the MFA’s single
family mortgage programs in which funds are available to finance Mortgage Loans through the
sale of Bonds or other obligations, or from the proceeds of a secondary market facility, or from
the MFA’s general fund, or through the issuance of mortgage credit certificates are allocated to
Applicants on an aggregate or loan-by-loan basis pursuant to the Act and these Rules and
Regulations set forth in this Section 5, and shall include: (i) the MFA’s program pursuant to
which the MFA shall issue Mortgage Credit Certificates to Persons of Low or Moderate Income;
(ii) the financing of Home Improvement Loans; and (iii) the purchase and sale of Mortgage
Loans.

B. FOR PURPOSES OF THE MAKING OF LOANS TO MORTGAGE
LENDERS, THE PURCHASE OF MORTGAGE LOANS AND HOME IMPROVEMENT
LOANS, “Residential Housing” shall mean an owner-occupied, single family residence located
in the State, which the mortgagor(s) intend(s) to occupy as his or her (their) principal residence
within sixty (60) days after: (1) the date of the closing of the purchase of the residence, or (2) in
the case of a Rehabilitation loan where the Rehabilitation is to be accomplished by the
mortgagor, the date of completion of the Rehabilitation. For purposes of this definition, with
regard to those properties and projects funded by tax exempt bonds, a single family residence:
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(@) shall not include:
(i) a residence intended for occupancy by more than one family;

(ii) a residence which has been used as a residence for more than
one family, or which could be used as a residence for more than
one family;

(iii) a residence where more than an incidental portion of the total
area of which is reasonably expected to be used primarily in a trade
or business, which is used as a vacation or recreational home, or
with respect to which all or any portion of the land acquired with
the proceeds of the related Mortgage Loan is used in a trade or
business. The term “incidental”, as used in the paragraph, shall be
determined by the MFA on a program basis;

(iv) a residence which has a separate entrance to a section thereof
which contains a second kitchen consisting of a sink and cooking
facilities in addition to the residence’s main kitchen; and

(b) shall meet such other requirements as the MFA may from time to time
determine to be necessary or appropriate to properly administer the Single
Family Homeownership Program.

5.2 Allocation of Funds for Financing.

A. Notice of Funds Availability (NOFA). When funds are available or
expected to be available, the MFA will issue a Notice of Funds Availability. The notice shall be
an invitation to submit a request for reservation of funds to the MFA.

B. Allocation of Funds by the MFA. Funds may be allocated by the MFA
either on an aggregate or on a loan-by-loan basis in accordance with the MFA’s Reservation and
Compliance Procedures. Allocations of funds for mortgages and/or Home Improvement Loans
financed by the MFA shall be conclusive. In making such allocations, the MFA may consider,
among other things, as appropriate:

1. In the case of programs, the funds of which are allocated on a loan-by-
loan basis, the order of receipt of a request for reservation of funds, so as to generally allocate
funds on a first-come, first-served basis;

2. The ability of the Applicant to deliver individual Mortgage Loans or

Home Improvement Loans or otherwise utilize the funds for the purpose stated in the notice
within the time limits of the program;
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3. In the case of programs for the purchase of Existing Mortgage Loans,
the terms and conditions of the Mortgage Loans offered for sale by the Applicant.

C. Allocation of Mortgage Credit Certificates. Mortgage Credit Certificates
shall be allocated on a loan-by-loan basis in accordance with the Policies and Procedures
established by the MFA.

5.3 Applications.

A. Process for Applying. The MFA shall maintain an application policy for
Applicants wishing to apply for MFA approval to participate in the Single Family
Homeownership Program. Applications will be mailed together with all documents required to
be executed and submitted in connection therewith. An Application to sell Mortgage Loans or
Home Improvement Loans to the MFA shall contain, among other things, the unconditional
agreement of the Applicant, upon acceptance of the Application by the MFA, to sell Mortgage
Loans or Home Improvement Loans to the MFA or its designee which comply with the terms of
an agreement to be signed by the Applicant and the MFA.

B. Review by the MFA. On receipt of an Application, the MFA shall review
and analyze the Applicant’s ability to sell Mortgage Loans or Home Improvement Loans to the
MFA or its designee and to service such Mortgage Loans or Home Improvement Loans, or cause
them to be serviced. .

C. Notification of Acceptance. The MFA, by written notice shall notify each
Applicant which has submitted an Application of the approval or disapproval of its Application.
Upon approval of its Application, a Mortgage Lender or other Applicant shall be considered
approved by the MFA to participate in the Single Family Homeownership Program. The MFA’s
approval or disapproval of any Application shall be conclusive.

5.4  Acceptance. The MFA shall establish Policies and Procedures for the purchase of
Mortgage Loans and Home Improvement Loans as set forth in paragraph 4.6 of these Rules and
Regulations. Each allocation of funds shall be conditioned upon the receipt by the MFA from
the Applicant of a commitment fee, if any, and the documents required by the MFA within the
time specified in the acceptance. In all cases the MFA may deny requests and may reallocate
funds in accordance with the MFA’s Reservation and Compliance Procedures. The allocation
and reallocation of funds by the MFA for the financing of Mortgage Loans and Home
Improvement Loans shall be conclusive.

5.5 Financing of Mortgage Loans and Home Improvement Loans. The financing of
Mortgage Loans and Home Improvement Loans by the MFA shall be in accordance with the
Policies and Procedures established by the MFA. Each Mortgage Loan and Home Improvement
Loan financed must: (i) be the subject of an allocation of funds; (ii) be the subject of a written
agreement executed by the MFA and the Applicant; (iii) comply with the terms and conditions of
such agreement; (iv) be serviced in compliance with the servicing requirements of such
agreement; and (v) otherwise comply with the MFA’s requirements for the financing and
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servicing of Mortgage Loans and Home Improvement Loans under the Single Family
Homeownership Program.

5.6  Yield on Mortgage Loans and Home Improvement Loans. Mortgage Loans and
Home Improvement Loans under the Single Family Homeownership Program shall bear interest
at such a rate or rates as in the aggregate shall produce a yield to the MFA on such Mortgage
Loans and Home Improvement Loans sufficient to (i) pay interest on any related issue of the
MFA’s bonds or other obligations; (ii) provide adequate reserves, if any, for the holder of any of
the MFA’s bonds or other obligations; and (iii) cover the operating costs of the MFA.

5.7 Conditions of Mortgage Loans and Home Improvement Loans.

A. Mortgage Loans and Home Improvement Loans financed by the MFA
under the Single Family Homeownership Program shall: (i) comply with the applicable terms
and conditions prescribed by the MFA in a written agreement between the MFA and the
Applicant for such Mortgage Loan or Home Improvement Loan; and (ii) comply with the
Policies and Procedures of the MFA.

B. Each loan commitment to make a Mortgage Loan or Home Improvement
Loan must be made to a Person of Low or Moderate Income. Mortgage Loans and Home
Improvement Loans shall be financed by the MFA within such time periods as are specified by
the MFA.

5.8  Restrictions on Return Realized by Mortgage Lenders. The MFA shall establish
and set forth the maximum rate or rates of return which may be realized by Mortgage Lenders
from Mortgage Loans or Home Improvement Loans, including any commitment fees, premiums,
bonuses, points or other fees charged by the Mortgage Lender in connection with the making of
such Mortgage Loans or Home Improvement Loans. Such maximum rates of return shall be set
in such amounts as the MFA finds to be reasonably necessary to induce participation in the
Single Family Homeownership Program by Applicants in order to accomplish the purposes of
the Act.

5.9 Mobile Homes. The eligibility of mobile homes for use as security for Mortgage
Loans shall be determined in accordance with standards established by the MFA.

SECTION6 MULTIPLE FAMILY DWELLING, TRANSITIONAL, AND
CONGREGATE PROJECT MORTGAGE LOANS. In addition to the Multi-Family
Housing Programs as defined in this Section 6, the MFA shall have the power to create
variations or extensions of the programs, or additional programs which comply with the Act and
these Rules and Regulations.

6.1  Additional Definitions. The following words and terms shall have the following
meanings only within this Section 6.

A. “Congregate Housing Facility” shall mean residential housing designed
for occupancy by more than four Persons of Low or Moderate Income living independently of
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each other. The facility may contain group dining, recreational, health care or other communal
facilities and each unit in a congregate housing facility shall contain at least its own living,
sleeping and bathing facilities.

B. “Lender Loan” shall mean a loan made by the MFA to a Mortgage Lender,
pursuant to the Act and these Rules and Regulations, the proceeds of which are used directly or
indirectly to make Project Mortgage Loans.

C. “Multiple-Family Dwelling Project” shall mean the residential housing
that is designed for occupancy by more than four persons or families living independently of
each other or living in a congregate housing facility, at least sixty percent of whom are Persons
of Low or Moderate Income, including without limitation Persons of Low or Moderate Income
who are elderly and handicapped as determined by the MFA, provided that the percentage of
low-income persons and families shall be at least the minimum, if any, required by federal tax
law or other federal or state funding regulations.

D. “Multi-Family Housing Program” shall mean a program involving a
Congregate Housing Facility, a Multi-Family Dwelling Project or a Transitional Housing
Facility.

E. “Project” shall mean any work or undertaking, whether new construction,
acquisition of existing residential housing, remodeling, improvement, rehabilitation or
conversion approved by the MFA for the primary purpose of providing sanitary, decent, safe and
affordable residential housing within the State for one or more Persons of Low or Moderate
Income.

F. “Project Mortgage Loan” shall mean a Mortgage Loan made to Sponsor to
finance project costs of a Multi-Family Housing Project

G. “Sponsor” shall mean an individual, association, corporation, public or
tribal entity, joint venture, partnership, limited partnership, trust or any combination thereof
which has been approved by the MFA as qualified to own and maintain a multiple-family
dwelling, transitional or congregate housing project, maintains its principal office or a branch
office in New Mexico and has agreed to subject itself to the regulatory power of the MFA and
the jurisdiction of the courts of the State, including Tribal courts having jurisdiction of projects
located on Native American Trust Lands located in New Mexico.

H. “Transitional Housing Facility” shall mean residential housing that is
designed for temporary or transitional occupancy by Persons of Low or Moderate Income or
special needs.

6.2 Application Procedures.

A. Offers to Sell Project Mortgage Loans. Application procedures for offers
to sell Project Mortgage Loans shall be set forth in the Policies and Procedures established by the
MFA in accordance with paragraph 4.6 of these Rules and Regulations. The Application shall
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contain such information as required by the Act and the MFA for determining whether the MFA
shall finance the Mortgage Loans.

B. Loans to Lenders Program. A Sponsor requesting a Lender Loan from the
MFA must first submit an Application to the MFA, in the form prescribed by the MFA. Formal
Application procedures for loans to lenders shall be set forth, in writing, in the Policies and
Procedures established by the MFA in accordance with paragraph 4.6 of these Rules and
Regulations.

C. Other Programs Established by the MFA. The MFA shall, from time to
time, establish Application procedures for programs. The Application procedures shall be
published in Policies and Procedures established by the MFA in accordance with paragraph 4.6
of these Rules and Regulations for various programs. The Application procedures shall take into
consideration:

1. timely completion and submission to the MFA of a program
Application;

2. timely submission of all other information and documentation related
to the program required by the MFA, as set forth in MFA’s Policies and Procedures;

3. timely payment of any fees required to be paid to the MFA at the time
of submission of the Application; and

4. compliance with program eligibility requirements as set forth in MFA'’s
Policies and Procedures.

6.3 Standards for Approving Qualification of Applicants.

A. Sponsors. The MFA shall, from time to time, establish standards for
approving qualifications of Sponsors, which standards shall be published in Policies and
Procedures established for the particular program. These standards shall take into consideration
the following factors:

1. The MFA shall require each Sponsor, at the time of such Sponsor’s
request for MFA approval, to submit a verified certificate stating that, among other things:

(@) for every Multi-Family Housing Program, including every
assisted or insured project of HUD, RHS/USDA, FHA and any other state or local government
housing finance agency in which such Sponsor has been or is a principal,

(b) except as shown on such certificate:

(i) no mortgage on a project listed on such certificate has ever
been in default, assigned to the United States government or foreclosed, nor has any mortgage
relief by the mortgagee been given;
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(if) there has not been a suspension or termination of
payments under any HUD assistance contract in which the Sponsor has had a legal or beneficial
interest;

(iii) such Sponsor has not been suspended, debarred or
otherwise restricted by any department or agency of the federal government or any state
government from doing business with such department or agency because of misconduct or
alleged misconduct; and

(iv) the Sponsor has not defaulted on an obligation covered by
a surety or performance bond.

If such Sponsor cannot certify to each of the above, such Sponsor shall submit a signed
statement to explain the facts and circumstances which such Sponsor believes will explain the
lack of certification. The MFA may then, in its sole and absolute discretion, determine if such
Sponsor is or is not qualified.

2. The experience of the Sponsor in developing, financing and managing
Multiple-Family Residential Housing.

3. Whether the Sponsor has been found by the United States Equal
Employment Opportunity Commission or the New Mexico Human Rights Commission to be in
noncompliance with any applicable civil rights laws.

B. Mortgage Lenders. In approving Mortgage Lenders, the MFA shall
consider, among other things:

1. The financial condition of the Mortgage Lender;
2. The terms and conditions of the Lender Loans to be made;

3. The aggregate principal balances of Lender Loans to be made to each
Mortgage Lender compared with the aggregate principal balances of the Lender
Loans to be made to all other Mortgage Lenders;

4. The MFA’s assessment of the ability of the Mortgage Lender or its
designated servicer to act as originator and servicer of Mortgage Loans for the
Multi-Family Housing Programs to be financed; and

5. Previous participation by the Mortgage Lender in the MFA’s programs
and HUD, FHA, or RHS/USDA programs.

C. Other Applicants. The MFA shall, from time to time, establish standards
for approving the qualifications of other Applicants seeking MFA assistance, which standards
shall be published in Policies and Procedures established for the particular program.
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6.4  Notice of Acceptance. The MFA shall, in writing, notify each Applicant, which
has submitted an Application as to the aggregate principal balance of the loan, if any, the MFA
shall agree to make, subject to the conditions set forth in the Application. The aggregate
principal balance of loans, which the MFA agrees to make to any Applicant, may be in an
amount less than that requested.

6.5 Standards for Determining Minimum Equity Requirements, Acceptable Debt-to-
Equity Ratios, and Acceptable Loan-to-Value Ratios.

A Generally. The MFA shall, from time to time, establish standards for (i)
minimum equity requirements and acceptable debt-to-equity ratios; and (ii) acceptable loan-to-
value ratios for each project under a particular program, which standards shall be in accordance
with generally accepted standards in the lending industry and shall be published in Policies and
Procedures established for the particular program.

B. Sponsors. With respect to establishing such standards for Sponsors, the
MFA shall require that the maximum mortgage amount not exceed the estimate of the
replacement cost of the Multi-Family Housing Project when the proposed improvements are
completed and required reserves are funded. The replacement cost may include land, the
proposed physical improvements, utilities within the boundaries of the land, architect’s fees,
taxes, interest during construction and other miscellaneous charges incident to construction and
approved by the MFA, including an allowance for Builder’s and Sponsor’s profit and risk.

6.6 Uniform Accounting System. The accounting system used by Sponsors shall be
based upon generally accepted accounting standards for the industry. Additional requirements
may be dictated by the state or federal funding source, which in such cases will be included in
the Sponsor’s contract or loan documents.

6.7 Costs of the Project.

A. Submission of Cost Certificate. Upon completion of any Multi-Family
Housing Project, the MFA shall require the Sponsor to submit a cost certificate detailing the
specific items of the project if required by the regulations of the funding source. MFA will
require the Sponsor to document all costs funded by MFA.

B. Cost Approvals. The MFA shall, from time to time, develop standards for
approving Project costs for Projects to be financed through an MFA program. These standards
shall be set forth in Policies and Procedures established for the particular program and shall
include such factors as:

1. the cost of the land upon which the project is to be built;
2. the architect’s and other professionals’ fees;

3. organizational and legal expenses;
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4. the number of square feet to be built together with the cost per square
foot to build;

5. the amount of Builder’s and Sponsor’s overhead to be allocated to the
project;

6. the amount of Builder’s and Sponsor’s profit;
7. taxes and insurance, including title insurance and recording fees; and

8. the Sponsor’s relationship, if any, with the Builder or general contractor
for the project, including any collateral agreements.

The MFA shall take into account the guarantor’s, insurer’s, or purchaser’s approved cost
limits in effect at the time in evaluating the reasonableness of and approving the project costs for
each project. These standards shall also take into consideration the requirements of the Act, the
Code and the requirements of any applicable federal government program.

6.8  Geographic Allocation and Other Site Considerations. The MFA shall make all
reasonable efforts to provide loan assistance under various Multi-Family Housing Programs on a
statewide basis. In providing for reasonable geographic allocation for all MFA Multi-Family
Housing Programs, the MFA may consider with respect to a project, among other things:

A. the nature of the proposed neighborhood;

B. whether there is a need in the area for decent, safe and sanitary housing for
Persons of Low and Moderate Income;

C. the number of similar multi-family housing projects, if any, located in the
particular area and the type, location, number of units and size of such projects;

D. the occupancy history of similar multi-family housing projects in the area;
E. the need for new housing in the area to attract a new industry or plant;
F. the availability of adequate utilities (water, sewer, gas and electricity) and

streets to service the project;

G. the availability of, and accessibility to, social, recreational, educational,
commercial and health facilities and services, which should at least be equivalent to those found
in neighborhoods consisting largely of unassisted, standard housing of similar market rents; and

H. whether the project site is free from adverse environmental conditions,
natural or man-made, such as instability, flooding, sewage hazards, harmful air pollution, smoke
or dust, excessive vehicular traffic and fire hazards.
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In addition, the MFA shall give great weight in making its determination with respect to
geographic allocation to whether the project will promote a greater choice of housing
opportunities in the area and will avoid an undue concentration of assisted persons in areas
containing a high proportion of Persons of Low and Moderate Income. The MFA may rely on
such guarantor’s, insurer’s or purchaser’s approval as evidence that the above criteria have been
met.

6.9 Discrimination Prohibited. ~The development, construction, occupancy and
operation of a Multi-Family Housing Program financed or assisted by the MFA shall be
undertaken in a manner consistent with principles of non-discrimination and equal opportunity,
and the MFA shall require compliance with all applicable federal and State laws and regulations
relating to affirmative action, non-discrimination and equal opportunity.

SECTION 7. HOUSING OPPORTUNITY FUND (“‘HOF”). In addition to the following
programs defined in this Section 7, the MFA shall have the power to create certain variations or
extensions of the programs, or additional programs which comply with the Act and these Rules
and Regulations.

7.1  Additional Definitions. The following words and terms shall have the following
meanings only within this Section 7.

A. “Down Payment Assistance Programs” shall mean the MFA’s programs
that provide down payment and closing cost assistance in the form of a second mortgage lien to
Persons of Low and Moderate Income who are, with few exceptions, using the MFA’s Single
Family Homeownership Program (as defined in Section 5, above) to acquire single family
homes.

B. “Partners Program” shall mean the MFA’s program designed to serve as a
secondary market for below-market-rate single family mortgages which have been originated by
nonprofit organizations to provide financing for families earning no more than 50% of county or
median income as published by the US Department of Housing and Urban Development at the
time of initial family qualification by participants and MFA. This income limitation will be
increased to a maximum of 60% of county or area median for areas that exhibit a combination of
high housing costs and low median incomes which will be determined by the MFA on an annual
basis and published in the Notice of Funds Availability (NOFA).

C. “Primero _Investment Fund” shall mean the MFA’s program designed to
provide flexible financing to nonprofit organizations, Tribal and public agencies, as well as for-
profit entities undertaking the development of Affordable owner-occupied, rental or special
needs housing projects.

D. “ACCESS Loan Program” shall mean the MFA’s program designed to
provide guaranteed or insured construction and permanent financing for affordable rental
developments.
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E. “BUILD IT Loan Guaranty Program” shall mean the MFA’s program
designed to guaranty interim financing provide by other lenders for affordable housing
developments.

F. “HERQ” shall mean the MFA’s program designed to provide a first fixed-
rate mortgage loan, including down payment and closing cost assistance in the amount of a 3.5%
grant to be funded to the borrower at the time of loan closing , to households in which at least
one member is a teacher, safety worker, health care worker or active member of the armed
forces.

7.2 Funding.

A Initial Funding. The HOF shall be initially funded with net residual assets
of the MFA’s issue of Home Improvement Loan Revenue Bonds, 1985 Series A and financing
adjustment factor (FAF) savings derived from the MFA’s Multi-Family Housing Refunding
Revenue Bonds 1990 Series A.

B. Additional Sources. Additional sources of funding may include, but are
not limited to:

1. gifts and grants received from the federal government, private
foundations, corporate and private individuals and other sources;

2. money and other assets specifically allocated by the MFA to the HOF
from time to time; and

3. earnings of the HOF.
7.3  Use of Funds. Monies and other assets of the HOF shall be disbursed to
Applicants in accordance with the purposes of the HOF and Policies and Procedures developed

and established by the MFA for the HOF as follows:

A. to provide down payment assistance for the financing of housing by
Persons of Low and Moderate Income;

B. to provide closing cost assistance for the financing of housing by Persons
of Low and Moderate Income;

C. to pay fees for services utilized in connection with HOF programs;

D. to pay costs of acquisition, rehabilitation and/or construction of Affordable
housing projects; and

E. in such other manner as the MFA may determine from time to time.
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7.4  Administration. The MFA shall administer the affairs of the HOF in accordance
with provisions of the Act, these Rules and Regulations, any applicable state and federal laws
and regulations, each of which may be amended or supplemented from time to time. The MFA,
in establishing, funding and administering the affairs of the HOF and by making, executing,
delivering and performing any award, contract, grant or any other activity or transaction
contemplated by the HOF, shall not violate any provision of law, rule or regulation or any
decree, writ, order, injunction, judgment, determination or award and will not contravene the
provisions of or otherwise cause a default under any of its agreements, indentures, or other
instruments to which it may be bound.

7.5  Program Guidelines. The MFA shall, from time to time, develop and adopt
Policies and Procedures for each program of the HOF, which shall set forth the specific
Application and approval procedures.

SECTION 8. SECONDARY MARKET FACILITY. The MFA may establish and implement
a secondary market facility for Mortgage Loans and to otherwise act as a conduit for public and
private funds to provide an increased degree of liquidity for mortgage investments. In
establishing a secondary market facility, the MFA may issue pass-through securities and may
purchase and contract to purchase Mortgage Loans, pass-through securities, obligations secured
by Mortgage Loans or revenues therefrom or interests therein. The MFA shall establish Policies
and Procedures, in accordance with paragraph 4.6 of these Rules and Regulations, which Policies
and Procedures shall provide for the governing of the operations of the secondary market facility,
the issuance of pass-through securities and for the purchase or issuance by, or the sale of, such
obligations to the secondary market facility. The Policies and Procedures shall include, among
other things: (i) the submission by Mortgage Lenders of offers to sell Mortgage Loans; pass-
through securities; and obligations secured by Mortgage Loans or pledges of Mortgage Loan
revenues; (ii) standards for allocating available funds or guarantees among Mortgage Lenders
through the secondary market facility; (iii) qualifications or conditions relating to the
reinvestment by Mortgage Lenders of the funds made available to Mortgage Lenders by the
secondary market facility; and (iv) characteristics of pass-through securities to be issued by the
secondary market facility.

SECTION 9. MISCELLANEOUS. Capitalized terms not otherwise defined in these Rules
and Regulations have the same meaning as defined in the Act.

SECTION 10. AMENDMENT TO RULES AND REGULATIONS. These Rules and
Regulations may be amended or supplemented by the MFA, with the approval of the Oversight
Committee, at any time. Proposed amendments to these Rules and Regulations will be posted on
MFA’s website for a minimum of thirty (30) days prior to approval by the Oversight Committee,
to enable public comment on the proposed changes.
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NEW MEXICO MORTGAGE FINANCE AUTHORITY
BOARD OF DIRECTORS

Mr. Dennis R. Burt, Chair

Burt & Company CPAs, LLC
4101 Indian School Rd. NE #440
Albuquerque, New Mexico 87110
(505) 265-6604 fax: 268-9931
Term: 4/26/11 - 12/31/14

The Honorable James B. Lewis
State Treasurer

P.O. Box 5135 (87505)

2055 South Pacheco Street

Suite 100 & 200

Santa Fe, NM 87505

(505) 955-1191, fax: (505) 955-1195
Term: Ex-officio (Elected 2006)

Mr. Angel Reyes

President, Centinel Bank in Taos
PO Box 818

Ranchos de Taos, NM 87571
512 Paseo del Pueblo Sur

Taos, NM 87571

575-758-6770 fax: 575-758-6712
Term: 6/30/11- 3/21/15

Mr. Steven J. Smith

President R.O.G. Enterprises

5904 Silver Leaf Trail NE

Albuquerque, NM 87111

Phone: (505) 823-6515 fax (505) 828-3636
Term: 1/20/14 — 3/21/15

The Honorable Gary King
Attorney General

P.O. Drawer 1508 (87504-1508)
408 Galisteo Street

Villagra Third Floor

Santa Fe, NM 87501

(505) 827-6070, fax: 827-6989
Term: Ex-officio (Elected 2006)

The Honorable John Sanchez
Lieutenant Governor

State Capitol Building

Room 417

Santa Fe, NM 87501

(505) 476-2250, fax: (505) 476-2257
Term: Ex-officio (Elected 2011)

Mr. Randy McMillan

NAI Director

1155 South Telshor, Suite 100

Las Cruces, NM 88011

United States

Phone: (575) 521-1535 Fax: (575) 521-1743
Term: 6/6/13 — 3/21/15

06/16/14
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MFA Mandate, Vision, Mission, and Core Values

MFA Mandate

In 1975 the New Mexico state legislature created the New Mexico Mortgage Finance
Authority, a public body politic and corporate, separate and apart from the state,
constituting a governmental instrumentality, with the power to raise funds from private
investors in order to make such private funds available to finance the acquisition,
construction, rehabilitation and improvement of residential housing for persons and
families of low or moderate income within the state.®

MFA Vision
All New Mexicans will have quality affordable housing opportunities.

MFA Mission

Provide innovative products and services in collaboration with strategic partners to
finance the purchase, construction and preservation of quality affordable housing to
strengthen the social and economic development of New Mexico.

MFA Core Values

Hire well qualified employees representing the diversity of the state, pay them
competitively, treat them fairly, and provide opportunities for advancement.

Provide prompt, courteous, quality service.

Foster a professional environment that supports a high level of integrity,
transparency, collaboration, and commitment to mission.

Allocate resources to serve those with the greatest need while promoting
partnerships to maximize housing opportunities.

Practice cost-effective operations and prudent fiscal management.

Promote sustainable growth, innovation, and environmentally conscious practices.

! Excerpted from the Mortgage Finance Authority Act, §58-18-2, NMSA 1978, as amended.
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Top Ten MFA Myths..

.Debunked!

Myth. ..

... Debunked!

Myth #1:
MFA develops/builds homes.

MFA does not develop and/or build homes. MFA provides financing to developers to build homes — we’re
kind of like a bank. Most of MFA’s development financing is in the form of loans, but we also provide tax
credits and some grants.

Myth #2:

MFA has lots of grant funding available.

MFA has very little grant funding available. Because MFA borrows most of its funding, we must in turn
make that funding available as loans, not grants. Additionally, some of the resources MFA receives
require that we “recycle” them because they are limited. When we recycle funds—that is, when MFA asks
that these funds be repaid—we can use the repayments to assist more people.

Myth #3:
MFA is a state agency.

MFA is not a state agency; MFA is an “instrumentality of the state.” MFA is like a state agency in that it
was chartered by the state legislature in 1975 and serves a public purpose. MFA’s Board of Directors is a
public body, and MFA has a Legislative Oversight Committee. But MFA is unlike a state agency in that it
receives no state funding to support its operations, its liabilities are not the state’s liabilities, its
employees are not employees of the state, and MFA does not participate in PERA.

Myth #4:

MFA issues mortgage revenue bonds.
Aren’t they risky? Does this pose a risk
to the state’s financial position?

MFA has historically taken a very conservative approach in structuring bond offerings, and has never
entered into any derivative or swap transactions, nor has MFA ever issued any variable rate debt. MFA’s
issuer rating is AA- Positive Outlook, and bond issues are typically AAA-rated. MFA was one of very few
housing finance agencies in the country able to issue mortgage revenue bonds in 2009, and MFA has
never had a non-origination call. MFA bonds are very sound investments. Finally, because MFA is not a
state agency, MFA's bond issues pose no risk to the state because they are not considered a liability of the
state. The New Mexico State Constitution significantly restricts the state’s ability (and that of counties
and municipalities) to issue debt: this is why MFA was created “separate and apart from the state” as an
instrumentality.

Myth #5:

MFA gave our town the money for our
fire station/ courthouse/community
center.

MFA provides funding for housing and housing-related activities only. The similarly named New Mexico
Finance Authority (“NMFA”) provides financing for the types of facilities mentioned in this myth, as well as
other basic infrastructure and economic development projects. MFA and NMFA are completely separate
organizations and MFA provides financing for very different purposes.
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Myth. ..

... Debunked!

Myth #6:
MFA oversees/regulates public housing
authorities.

Prior to 2007, MFA had no oversight authority with the regional housing authorities. In 2007 several
changes to the Regional Housing Law were enacted, and MFA was charged with some regional housing
oversight responsibilities. MFA does not have, nor has it ever had, an oversight relationship with the
public housing authorities: they report to boards and/or their county or municipal governments, and HUD
oversees their administration of public housing resources.

Myth #7:

If you want to buy a home, just go to
MFA and they’ll give you a mortgage
loan.

MFA does not lend directly to individual homebuyers, nor do all individuals qualify for MFA’s mortgage
loan products. MFA works with a large network of participating lenders throughout New Mexico who in
turn work with individual homebuyers. Most of MFA’s mortgage loans are available to first-time
homebuyers only, and they have to meet reasonably good credit standards. In addition, in order to
qualify for many of MFA’s loan and down payment assistance products, prospective borrowers must
successfully complete a pre-purchase homebuyer education course.

Myth #8:

MFA is at significant financial risk in
today’s housing market because more
and more borrowers are defaulting on
their loans.

While today’s housing and mortgage markets are challenging in general, MFA is not at significant financial
risk due to the uptick in poor loan performance. When MFA purchases loans from participating lenders,
they are securitized and then the mortgage-backed securities are sold to the secondary market (either
Ginnie Mae or Fannie Mae). The federal government then insures the mortgages so that even if the
borrower defaults on his/her payments, MFA is held harmless and repayments continue to flow so that
MFA can in turn repay the bond holders who purchased the bonds that provided the financing for the
mortgages. What is more, because MFA borrowers receive 30-year fixed rate loans and are typically
required to successfully complete pre-purchase homebuyer education courses, they usually enjoy lower
delinquency and default rates.

Myth #9:

My community could use some new
homes/weatherization/ housing
rehabilitation/a homeless shelter. MFA
will make it happen.

This myth is related to Myth #1. It is important to understand that MFA does not develop and/or build
homes, provide direct weatherization or housing rehabilitation services, build homeless shelters, or serve
people experiencing homelessness. MFA provides the funds to do all of these things. If a developer,
municipality, county, or other service provider wishes to apply to MFA for funding to carry out any of
these activities in a given community, MFA can help.

Myth #10:
MFA is part of HUD.

The U.S. Department of Housing and Urban Development (HUD) is a federal agency that provides various
financial resources for housing and community development. MFA administers HUD funding and contracts
on behalf of the state. HUD is an important partner to MFA, but MFA is not part of HUD.
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2014 Federal Program Fund Summary

(MESG”)

32% cut from
FY12 allocation
of $1,311,996

group, such as victims of domestic
violence, youth, people with mental
iliness, families with children, and
veterans. ESG funds may also be used
to aid people who are at imminent risk
of becoming homeless due to eviction,
foreclosure, or utility shutoff.

Federal How MFA Funding
. Program and . . .. L
Administering Acquires Amount/ Beneficiaries Eligible Activities
Acronym .
Agency Funding Value
HOME Formula grant FY14 allocation | Households earning no more than 80% down payment assistance to first-
Investment =63,781,116 of the area median income based on time homebuyers
Partnerships family size (AMI) owner-occupied housing rehab
Program 54% cut from development of homes for
(“HOME") FY10 allocation ownership or rent, as well as some
of $8,151,446 related expenses
tenant-based rental assistance
Department of certified Community Housing
Housing and Development Organizations’ (CHDOs)
Urban operating expenses
Development | Emergency Formula grant FY14 allocation | Homeless individuals and families as rehabilitation or remodeling of a
(HUD) Solutions Grant = $897,007 well as subpopulations within this building used as a new shelter

operations and maintenance of an
emergency shelter facility

essential supportive services (i.e.,
case management, physical and
mental health treatment, substance
abuse counseling, childcare, etc.)
homelessness prevention
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Federal How MFA Funding
e Program and . R - L
Administering Acquires Amount or Beneficiaries Eligible Activities
Acronym .
Agency Funding Value
Housing Formula grant FY14 allocation | Households earning no more than 80% | e development of housing units
Opportunities =$288,945 of AMI in which one or more members | e costs for facility operations
Department of | for Persons (MFA also is medically diagnosed with HIV/AIDS e rental assistance
Housingand | With AIDS o e short-term payments to prevent
" ” administers the
Urban (“HOPWA”) City of homelessness
Deve:|<inDment Albuguerque’s e supportive services (e.g., case
( ) allocation of management, etc.)
$335,003)
Weatherization | Formula grant FY14 allocation | Households with incomes at or below Energy efficiency improvements like:
Assistance =$1,352,532 200% of the federal poverty level e weather-stripping, caulking, and

Department of
Energy (DOE)

Program (“NM
EnergySmart”)

(Priority is given to the elderly,
households in which one or more
members has a disability, and families
with young children.)

insulation

e window and door replacement

e tuning/repairing/replacing
furnaces/heating units

e replacing incandescent bulbs with
CFLs

o refrigerator replacement

e training and technical assistance

Department of
the Treasury
(Internal
Revenue Service
or IRS)

Low Income
Housing Tax
Credit Program
(“LIHTC” or “Tax
Credits”)

Formula credit
allocation

FY14 allocation
=$4,796,160

Households earning no more than 60%
of AMI (could be more restrictive,
depending on the project)

Rental housing development (may be
new construction, rehabilitation, or
acquisition/rehabilitation)
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Dollars in millions

MFA Estimated Funding Sources - 2013
Estimated Total: $470.5 Million

MFA Bond Issues
$336.0 or 70%

Federal Housing
Programs
$98.5 or 20%

\ T MFA General
Other/ﬁredit State Funding, Fund $22.8 or

$0.9M Allocating Appropriations & 5%
Authority Housing Trust Fund
$4.7Mor1% $7.5M or 2%
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Strategic Plan Goals and Objectives FY2012 - 2014
Year 3

Goal 1. Development of Stronger Communities

Create, facilitate, promote, and support planning and development of sustainable affordable
housing strategies, programs, and delivery systems that foster healthy living environments and
livable communities.

Objectives:

1. Incorporate sustainable, healthy, energy efficient design in all applicable MFA products/
programs.

FY2012: Implementation of Healthy Homes Production Program, if awarded (use
production goals from grant application). Incorporate new NM EnergySmart standards
into rehab specifications with select agencies.

FY2013: Implementation of Healthy Homes planning outcomes. Incorporate new NM
EnergySmart standards into rehab specification with select agencies.

FY2014: Investigate incorporation of EPA Indoor Air Quality Plus standards into MFA
programs.

2. Increase capacity of MFA partners to deliver services and housing.

3. Improve customer satisfaction (as measured by regular customer satisfaction surveys) by
09/30/2014.

FY2012: Will design and distribute survey for Servicing to determine how best to
implement an on-line payment system.

FY2013: Evaluate subgrantee relationships with a survey by 9/30/14.

FY2014: Evaluate customer relationships with a survey by 9/30/14.

4. Research, design, and develop responsive programs.

5. Develop public awareness campaign strategy and implement strategy by 09/30/2014.

6. Research and assess feasibility of new resources and sustainable revenue-generating
activities by 09/30/2013. Develop and launch by 09/30/2014.

FY2012: Research and assess 5 new sustainable revenue-generating activities by
9/30/2012.



FY2013: Research and assess 2 more new sustainable revenue generating activities by
9/30/13. Begin development and launch of feasible revenue generating activities identified
in FY2012.

FY2014: Develop and launch 3 approved activities.



Goal 2. Homeownership

Provide financial and educational resources to create and preserve affordable homeownership
opportunities, with an emphasis on quality customer service, support for underserved markets,
and sustainable home ownership.

Objectives:
1. Provide first mortgage financing to 3,180 homebuyers. (three-year objective)

FY2012: 880 first-time homebuyer loans
FY2013: 1,050 first-time and non-first time homebuyer loans.
FY2014: 1,250 first-time and non-first time homebuyer loans

2. Increase assistance to rural households, which may include first mortgage loans, down
payment assistance loans, pre-purchase counseling and loss mitigation counseling.

FY2012: Increase assistance by 10% over baseline.
FY2013: Develop and implement rural marketing/referral program.
FY2014: Measure and track results of rural marketing/referral program.

3. Assist at-risk homeowners to obtain loss mitigation counseling.

FY2012: Assist 200 at-risk homeowners.
FY2013: Assist 200 at-risk homeowners.
FY2014: N/A

4. Assist in the development and implementation of the Attorney General’s Homeownership
Preservation initiative.

FY2013: Develop with the Attorney General’s office Homeownership Preservation
Program data collection and reporting system, implement fiscal agent processes, and
establish monitoring and audit schedules.

FY2014: Conduct contractor monitoring/audits, provide appropriate reports to HPP
Manager and assist HPP Manager with the coordination of various service components
among contractors.

5. Assist 2,694 first-time homebuyers to obtain face-to-face or online pre-purchase
homebuyer counseling. (three-year objective)

FY2012: 762 on-line counseling units; 32 face-to-face sessions
FY2013: 880 on-line counseling units; 35 face-to-face sessions
FY2014: 950 on-line counseling units; 35 face-to-face sessions



Rehabilitate 2,507 existing housing units in New Mexico to achieve MFA health and
resource conservation standards. (three-year objective)

FY2012: 1400 units; successful close-out of WAP ARRA grant by 9/30/12; and transfer of
NM EnergySmart contracts to new entities.

FY 2013: 507 units w/ HOME and NM EnergySmart

FY 2014: 600 units w/ HOME and NM EnergySmart

Provide funds to acquire and rehabilitate 17 units, for sale or rent, to reduce the inventory
of foreclosed homes and to stabilize affected communities. (three-year objective)

FY2012: 13 units
FY2013: 4 units
FY2014: O units

Maintain MFA single-family mortgage market share
FY2013: Establish benchmark and method of measuring market share; implement
process by 9/30/13.
FY2014: Define and implement activities that maintain MFA single-family mortgage

market share.

Evaluate and implement, if feasible, servicing expansion for single family loans.



Goal 3. Rental & Group Shelter

Provide and preserve quality affordable rental opportunities, including shelter for people
experiencing homelessness. Educate, design programs and provide oversight to ensure
availability, quality maintenance, operations and preservation.

Objectives:
1. Netincrease in affordable rental units in MFA’s portfolio.

FY2012: Provide financing for new construction or acquisition/rehabilitation of 700
units, which exceeds the number of units lost in the same year.

FY2013: Provide financing for new construction or acquisition/rehabilitation of 500
units, which combined with units added in 2012 will exceed the number of units lost in
the same time period.

FY2014: Provide financing for new construction or acquisition/rehabilitation of 250
units, which combined with units added in 2012 and2013 will exceed the number of
units lost in the same time period.

2. Create/maintain long term viable rental properties through strong underwriting and
proactive oversight. Continue risk management and analysis efforts on existing portfolio.

FY2012: Implement new Risk Analysis Tool to determine ratings for 35% of the portfolio
and establish regular reporting. Benchmarks will be established to determine targets
for improvement in future years.

FY2013: Determine ratings for another 35% of the portfolio and establish regular
reporting.

FY2014: Sustain ratings for 70% of the portfolio and explore trend analysis reporting
based on 2011-2013 data.

3. Program 100% of all homeless funds for full annual expenditure in accordance with
continuum of care and HUD planning objectives.

FY2012:
e Assist 400 households with Rental Assistance Program
e Assist 8,000 individuals with Emergency Homeless Assistance
e Assist 750 individuals with Continuum of Care Performance Program
e Assist 1,500 individuals with HOPWA funding
e Assist 30 individuals with Linkages funding
FY2013:
e Assist 700 households with Rental Assistance Program
e Assist 8,000 individuals with Emergency Homeless Assistance
e Assist 1,000 individuals with Continuum of Care Performance Program
e Assist 350 individuals with HOPWA funding



e Assist 30 households with Linkages funding
FY2014:
e Assist 300 households with Rental Assistance Program
e Assist 5,000 individuals with Emergency Homeless Assistance
e Assist 1,000 individuals with Continuum of Care Performance Program
e Assist 330 individuals with HOPWA funding
e Assist 30 households with Linkages funding

4. Develop services for owners to aid in preserving quality rental housing.

FY2012: Develop services
FY2013: Implement services targeted for 542(c) Risk Share program:
e Online portal for capital reserve for replacement account requests/management
e Online tool for completion of Affirmative Fair Housing Marketing Plan
FY2014: Implement services targeted for LIHTC program:
e Technical guide for LIHTC compliance and owners guide for Capital Reserve for
Replacement Requests

5. The Asset Management Department will perform 100% of required long-term compliance
monitoring for all affordable housing programs under its purview.

6. MFA will earn 100% of the Annual Contributions Contract (ACC) base fee, incentive fee for
quality, and incentive fee for customer service. (This objective is “proposed” pending
outcome of litigation.)



Goal 4. Talent & Operations
Provide support in employment, technology, facilities management and operations.

Objectives:
1. Monitor strategic plan progress at quarterly and annual intervals.

2. Each department must explore and suggest a minimum of 1 internal policy, process, or
procedure that enhances and/or streamlines functions/practices (including elimination of
unnecessary processes or procedures) aligned to accomplish goals in FY2014 and submit
that policy, process, or procedure by 9/30/2014.

3. Continue to refine and implement policies and processes that attract and retain quality
employees. Ongoing.

4. Research suggested/identified processes/programs and develop those that are found to be
feasible to ensure employee satisfaction and staff development by 9/30/2014.

5. Continue to identify Board, staff and management training needs and develop and
implement training utilizing internal resources, local universities, trade schools and/or
consultants where applicable.

6. Evaluate and assess operational risks.

7. Provide maximum system availability through continued maintenance and upgrades,
leveraging current technology. All production servers and applications will be available 99%
of all business hours during a 12-month period. Production servers cannot be unavailable
for more than a total of 20 business hours during a 12-month period.

8. Protect and secure MFA’s data and systems from unauthorized access: perform
vulnerability tests every 6 months, and mitigate any vulnerabilities identified as high risk
within 1 business week following notification.

9. Research, implement and support technology solutions to improve operational efficiencies
and data tracking capabilities for MFA and partners.

10. Research and evaluate the benefits and implications of implementing and maintaining a
social media presence. Implement as determined.

FY2012: Present initial findings and recommendations to management by 3/31/2012.
Continue ongoing research and discussions.

FY2013: Implement a mobile website and QR code distribution plan in the
Homeownership Department.



11. Maintain and enhance MFA facilities and grounds and continue to utilize “green” measures
where feasible.



Goal 5. Financial Stewardship
Provide sustainable financial support for programs and administration.

Objectives:

1. Five-year rolling average consolidated rate of return on earning assets will be equal to or
greater than .26% at 9/30/14

FY2012: .38%
FY2013: .32%
FY2014: .46%
2. General Fund excess revenues over expenses will be least $1,739k for FY2012-2014.

FY2012: $1,104k
FY2013: $965k
FY2014: $2,879k

3. Research, develop and implement a program evaluation tool for assessing new and existing
programs and projects in relation to mission, margin and risk tolerance.

FY2012: Research and develop tool.
FY2013: Implement program evaluation tool for new programs.
FY2014: Develop program evaluation tool for existing programs.

4. Maintain General Fund cash reserves at a minimum level consistent with General Fund Cash
Reserve Policy for support of program activities, operations and financial strength.

5. Manage and distribute grant funds to ensure that no more than 1% of the beginning of the
year balance of grant funding is lost each fiscal year as a result of failure to expend or
commit within the contract term.

FY2012: $243k
FY2013: $92k
FY2014: $75k

6. Obtain an unqualified opinion on MFA’s financial statements and no material weaknesses
identified by the auditor in internal control over financial reporting or major programs
(excluding first-time program audits) for the next three years.

7. Average internal rate of return on single family bond programs will be equal to or greater
than 7.0% at 9/30/14.

FY2012: Execution of strategies to achieve 5% IRR for FY2012.
FY2013: 5% internal rate of return for the period ending 9/30/12.



8.

9.

FY2014: 7% internal rate of return for the period ending 9/30/13.

Maintain loan defaults, workouts, foreclosures and grant non-compliance losses to MFA
below $1,550k through FY2014.

FY2012: $273k
FY2013: $725k
FY2014: S645k

Add income generating loan servicing portfolios which utilize the current servicing model.
FY2012: Add two income generating loan servicing portfolios.
FY2013: Respond to the City of Albuquerque servicing Request for Proposals and continue

seeking other opportunities.
FY2014: Evaluate feasibility of servicing transfer of eligible portfolios.

10
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AUTHORITY
MFA All New Mexicans will have quality affordable housing opportunities

/i\ NEw MExicO MORTGAGE FINANCE ﬁ:

Strategic Plan Reporting
FY 9/30/14

‘Goal 1 - Development of Stronger Communities

EPA Indoor Air Quality Plus was incorporated into
the MFA Green Criteria for the low income
housing tax credit program and has been in the
NM Energy$mart state standards conforming to
ASHRAE 62.2. Development and implementation

. . o of other initiatives will need to be revisited due
Incorporate sustainable, healthy, energy efficient design in all

Objective applicable MFA products/ programs. FY2014: Investigate
1 incorporation of EPA Indoor Air Quality Plus standards into MFA

to staff vacancy. For NM Energy $mart, no
funding was received in the 2014 NM Legislative [OiNIEIfe[S8
Session but DOE and LIHEAP funding has
increased, Freeport McMoRan grant in amount of
$25k was awarded for weatherization in Grant
County and funding from electric cooperatives is

programs.

slowly trickeling in. Pilot program with iCAST,
Central NM Housing Corporation and MFA is in
process.

Provided PHA 101 Training to the Northern
Regional Housing Authority (NRHA) Board of
Commissioners on December 9, 2013. The 2013
Regional Housing Authority Annual Report was
approved by the MFA Board and distributed to
HUD, Legislative Oversight Committee,
Legislative Finance Committee and the State
Department of Finance in December 2013.
Budgets are being developed for FY 2014-2015
for all Regional Housing Authorities. The NRHA
Board of Commissioners selected a professional
public housing contractor to operate the Taos
County Housing programs through June 30,
2014. The contractor, Smart, Inc. will manage
daily activities and staff and will conduct an
assessment of the housing programs and staff
beginning April 29, 2014. Transference
documents have been submitted to the local
HUD office and HUD attorney for the Taos On Target
County housing programs and real property
assets. NRHA Board Chair met with HUD and
Cimarron Housing Authority to discuss
consolidation efforts, which are approved by the
Cimarron County Commissioners. Opportunities
exist to consolidate three other public housing
authorities with NRHA. Held webinars for
Emergency Homelessness Assistance Program,
Rental Assistance Program, Housing
Opportunities for Persons with Aids and

Objective Increase capacity of MFA partners to deliver services and
2 housing.

Community Housing Development Organization
Operating to review RFPs and provide training
and technical assistance. Development of
Affordable Housing Technical Manual in process.
Updated MFA production highlights for 2013.
Outreach to NM Congressional Delegation
includes: 1) developed and provided
documentation on geographic distribution of

http://mfa2/reports/StrategicPlan/dashboard.asp 5/13/2014
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Objective
3

Objective
4

Objective
5

Improve customer satisfaction (as measured by regular customer
satisfaction surveys) by 09/30/2014. FY2014: Evaluate customer
relationships with a survey by 9/30/14.

Research, design, and develop responsive programs.

Develop public awareness campaign strategy and implement
strategy by 09/30/2014.

http://mfa2/reports/StrategicPlan/dashboard.asp
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LIHTC awards and changes to the 2014 QAP; 2)
provided 2014 budget priorities and NAHASDA
reauthorization comments; 3) developed and
presented NM federal housing priorities during
LegCon. Developed and submitted bills for the
2014 NM Legislative Session; obtained funding
as reported in Goal 1, Objective 6.
Homeownership Department outreach staff
continue to provide single family homeownership
program training to lenders and realtors
statewide with current focus on new lender
prospects and establishing rural community
partners/specialists. Hosted Weatherization Day
in Espanola in October with Congressman Ben
Ray Lujan. Organized speakers and agenda for
Hobbs town hall meeting and Santa Fe board
meeting. Provided assistance on two
Albuquerque grand opening events. For Housing
Summit, eight summit partners have finalized 13
tracks of programming. Each partner is satisfied
with the educational opportunities they are
providing their members. Branding of summit
highlights MFA but includes all partners.
Sponsorships and plenary sessions are in
progress. Held Housing Trends series involving
MFA partners as part of the 2015-2017 Strategic
Plan process.

Asset management will issue a property owner
survey in the spring. The survey will be modeled
after HUD's PBCA survey. Homeownership survey

On Target

still in progress.

Received new funding for homeless program
from the legislature. Working with iCast to
negotiate with PNM and NM Gas regarding
multifamily set-asides. Re-evaluating our loan
structures and terms to be more responsive to
. o . . On Target
the market. Discontinuing single family
development program primarily because of
regulatory constraints. Continuing to work with
Colonias Development Council to clarify use of

funds for housing.

Completed 2013 annual report. First draft of
wireframes for new website complete. Website
branding proposal under review. Added rural
lender web pages. Transitioned to a new e-blast
service; created new templates for all
newsletters, stationery and lender memos.
Master contact list was updated for legislative e-
blasts and again for Housing Summit mailings.
Sending new e-blast server reports to
departments for updating. Community
Development Newsletter and Asset
Management/Housing Development newsletters

On Target

released in December; another Asset
Management newsletter released in April.
Legislative materials were redesigned, printed
and distributed; more than two dozen legislative
e-blasts sent. HERO, Targeted Areas,
Weatherization and Recapture brochures updated
and printed. Designed and produced health and

5/13/2014
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Research and assess feasibility of new resources and sustainable

Objective revenue-generating activities by 09/30/2013. Develop and launch

6 by 09/30/2014. FY2014: Develop and launch 3 approved
activities.

Goal 2 - Homeownership

Objecti Provide first mortgage financing to 3,180 first-time homebuyers.
ective
1 ) (3 year objective) FY2014:1,250 first-time and non-first time

homebuyer loans

Increase assistance to rural households, which may include first
Objective mortgage loans, down payment assistance loans, pre-purchase
2 counseling and loss mitigation counseling. FY2014: Measure and
track results of rural marketing/referral program.

http://mfa2/reports/StrategicPlan/dashboard.asp

safety posters for all MFA rental communities.
Designed and created fliers for Gas Co. of NM's
Weatherization Program. Designed and produced
rural lender recognition certificates. Edited and
printed renters guide for NM Law and Poverty.
Sponsored and hosted a track at the NM
Infrastructure Finance Conference in October.
Sponsored the NM Bankers Association
Conference in October and NM Coalition to End
Homelessness anniversary celebration.
Sponsored and hosted a session for the NAHRO
Conference.

Finalized agreement with SBIC. Received
approval from MFA Board for CDFI initiative; new
organization (Ventana Fund) has been
incorporated and is preparing to begin lending
for affordable housing construction loans.
Drafting grant application requesting
approximately $3M from HUD Section 811
Project Rental Assistance Program, due date of
May 14, to provide rental assistance for low-
income persons with disabilities. Initiating review
of Multifamily Accelerated Processing (MAP)
lender status. Continue to increase capacity in
Asset Management for expanded services and
reassessing programs for weatherization related
initiatives. Received the following in the 2014 NM
Legislative Session: Regional Housing Authorities
($200k), Affordable Housing Act Oversight
($250k), Housing Trust Fund ($500k), and State
Homeless funds of $200k and $290k which have
been structured as reoccuring funds.

As of 04/24/2014, MFA has provided first
mortgage financing to 476 first-time and non-
first time homebuyers throughout the state of
New Mexico. To drive demand for MFA's
mortgage product during the upcoming buying
season, mortgage rates were reduced and are
now more competitive with the local mortgage
rate market. MFA held a lender roundtable in
mid-April and discussions indicate that the
mortgage market is down in general, not only for
MFA programs. Lenders indicated that poor credit
seems to be the major obstacle for potential
homebuyers as well as a shortage of homes for
sale.

Rural New Mexico webpage has been added to
MFA website, which lists MFA designated "Rural
Specialist" mortgage lenders and Realtors. As of
03/31/14, the webpage has had 319 unique
visits. Staff is currently surveying the Rural
Specialists to determine the level of activity as
well as the quality of referrals generated by the
webpage.

Staff is actively managing the Homeownership
Preservation Program for the NM Attorney

General's Office. Year 2 contract amendments
with program contractors have been executed.

Page 3 of 8

On Target

Caution

On Target
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Objective
4

Objective
5

Objective
6

Objective
7

Objective
8

Objective
9

Assist in the development and implementation of the Attorney
General’'s Homeownership Preservation initiative. FY2014:
Conduct contractor monitoring/audits, provide appropriate
reports to HPP Manager and assist HPP Manager with the
coordination of various service components among contractors.

Assist 2,694 first-time homebuyers to obtain face-to-face or
online pre-purchase homebuyer counseling. (3 year objective)
FY2014: 950 on-line counseling units; 35 face-to-face sessions

Rehabilitate 2,507 existing housing units in New Mexico to
achieve MFA health and resource conservation standards. (3 year
objective) FY2014: 600 units w/ HOME and NM Energy$mart

Provide funds to acquire and rehabilitate 17 units, for sale or
rent, to reduce the inventory of foreclosed homes and to stabilize
affected communities. (3 year objective) FY2014: 0 units

Maintain MFA single-family mortgage market share. FY2014:
Define and implement activities that maintain MFA single-family
mortgage market share.

Evaluate and implement, if feasible, servicing expansion for
single family loans.

Goal 3 - Rental & Group Shelter

Objective
1

Net increase in affordable rental units in MFA’s portfolio. FY2014:
Provide financing for new construction or
acquisition/rehabilitation of 250 units, which combined with units
added in 2012 and 2013 will exceed the number of units lost in
the same time period.

http://mfa2/reports/StrategicPlan/dashboard.asp
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The comprehensive program reporting system is
almost complete. Staff have conducted quarterly
contractor monitorings. Currently collecting data
from program contractors to track the number of
at-risk homeowners assisted through the
program as of March 31, 2014. MFA has also On Target
executed an MOU with the Attorney General's
Office to assist in the transition of the program
after Year 3 of the program. Fiscal agent
activities are running smoothly and monitoring
activities are ongoing.

As of 04-24-14, MFA has assisted 618 first-time
homebuyers to obtain pre-purchase homebuyer
counseling. Of the 618 homebuyers, 573 have
obtained on-line counseling and 45 have

On Target

obtained face-to-face counseling.

There have been 148 fully weatherized homes
and 296 NM Gas Baseload and Baseload Plus

homes for a total 444 homes. 40 Rehab units
completed to date.

Final Neighborhood Stabilization Program home
completed and sold. Sale closed 1/24/14.

tad
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The Homeownership Department has begun to
implement monthly marketing activities which
includes interaction and communication with key
management staff in the existing Participating
Lender network. The goal of the marketing effort
is to identify activities that will provide high
impact results within our existing lenders. Staff
also continues to look at program changes that
will make the MFA program easier for lenders to

On Target

use; there is a strong sense per our lender
roundtable that MFA loans are more difficult to
originate. Staff is also discussing having more
regular/frequent communications with
lenders/realtors (i.e. newletter).

The Servicing Expansion Committee was
assigned the responsibility of evaluating the
feasibility of expanding MFA'’s self-servicing
operation in support of MFA’s Strategic Plan and
alignment with MFA’s mission. The Committee
has concluded the evaluation and determined Met
that moving forward with the project does not
support the goal to generate a viable revenue
generating opportunity. Therefore, the
Committee recommended and the Board
approved not moving forward with the project.

MFA provided financing which produced 119

affordable units without any losses of units in
. . ! . On Target
MFA's portfolio during the first quarter. No unit

loss recorded during second quarter.

During the first two quarters of this fiscal year
there has been focused effort on managing risk
for MFA's troubled assets - specifically MFA's
watch list properties. FY2014 objective is on

5/13/2014
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Objective
2

Objective
3

Objective
4

Objective
5

Create/maintain long term viable rental properties through strong
underwriting and proactive oversight. Continue risk management
and analysis efforts on existing portfolio. FY2014: Sustain ratings
for 70% of the portfolio and explore trend analysis reporting
based on 2011-2013 data.

Program 100% of all homeless funds for full annual expenditure
in accordance with continuum of care and HUD planning
objectives. Assist 300 households with Rental Assistance
Program, Assist 5,000 individuals with Emergency Homeless
Assistance, Assist 1,000 individuals with Continuum of Care
Performance Program, Assist 330 individuals with HOPWA
funding, Assist 30 individuals with Linkages funding

Develop services for owners to aid in preserving quality rental
housing. FY2014: Implement services targeted for LIHTC
program: Online portal for utility allowance/analysis requests

The Asset Management Department will perform 100% of
required long-term compliance monitoring for all affordable
housing programs under its purview.

Goal 4 - Talent & Operations

Objective
1

Objective
2

Monitor strategic plan progress at quarterly and annual intervals.

Each department must explore and suggest a minimum of 1
internal policy, process, or procedure that enhances and/or
streamlines functions/practices (including elimination of
unnecessary processes or procedures) aligned to accomplish
goals in FY2014 and submit that policy, process, or procedure by
9/30/2014

http://mfa2/reports/StrategicPlan/dashboard.asp
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target for rating 70% of the portfolio. Part two of
this objective is cautionary, as 2011 data is not
equivalent to data obtained in subsequent years
and MFA continues to experience technical issues
with our software vendor which impact our
ability to receive data from our housing partners.
Update on underwriting: Progress is ongoing with
the redevelopment of our loan underwriting tool;
the 2014 LIHTC Underwriting Supplement was
revised and posted to our website; the process

On Target

for reviewing/updating underwriting standards to
comply with new HOME regulations is in
progress.

As of March 31, 2014 the following have been
assisted: Rental Assistance Program: 173
households, Emergency Homeless Assistance
Program: 2,651 individuals, Continuum of Care
Performance Program: 616 individuals, Housing
Opportunities for Persons With Aids: 322
individuals, Linkages: 34 individuals

On Target

2014 benchmark is "on hold" until further notice

due to more pressing technology based projects.

Other strategies under the main objective are in

process - specifically technical guides for Low .

. . i Caution

Income Housing Tax Credit compliance and

processing capital reserve for replacement

requests. Staff will request a change to the 2014

benchmark at the May Board meeting.

In the first quarter a total of 57 property
monitoring visits and physical inspections were
conducted to close out the 2013 annual work
plan. The 2014 work plan went into effect, as
planned, during the second quarter. A total of 18

On Target

monitoring and inspection visits have been
completed for the 2014 annual work plan.

Quarterly progess review meetings are

: : On Target
scheduled. Work is ongoing.

Eleven internal policies, processes or procedures
that enhance and/or streamline
functions/practices have been submitted for
eight departments within MFA. Accounting-
Convert from receiving paper bank statements to
utilizing on-line bank statements for
reconciliations; along with IS Dept. convert to
MITAS system web based enhancement for
GL/AP/Cash Investment modules. Human
Resources-Streamline the payroll process and

On Target

employee orientation. Finance Dept.-Update
procedures manual related to the annual cash
flow report. Servicing Dept.-Research Wells
Fargo Retail Lockbox for ways to streamline
payment processing. Four Lockbox services have
been identified by Wells Fargo to improve the
efficiency of MFA payment processing. Asset
Management-Modification of Tracker 2.0
database to produce a report listing which
properties in MFA's portfolio are due for annual
monitoring. Homeownership Dept.-Streamline a

5/13/2014
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number of qualifying criteria and documentation
requirements for the single-family program with
the assistance of Bond Counsel. Community
Development-Create centralized master HOME
policy manual incorporating the new HOME rule.
IS has enhanced the Weatherization Assistance
Program online system for Community
Development to be able to add new funding
sources with minimal time.

At the January Board Meeting, the Board of
Directors approved adding part-time employees
with a benefit package that includes sick and
vacation time and also allows these employees to
participate in the medical, dental and vision plan.
Objective Continue to refine and implement policies and processes that Implemented new wellness program through

On Target

3 attract and retain quality employees. Ongoing. Presbyterian Health Care that provides no-cost
Defined Fitness memberships for all employees
and family members over the age of 18. Will
continue to refine and implement polices and
processes that attract and retain quality
employees.

Obiecti Research suggested/identified processes/programs and develop |Continue to conduct research on employee
jective

4 those that are found to be feasible to ensure employee satisfaction and engagement by reviewing HR On Target

satisfaction and staff development by 9/30/2014. trends locally and nationally.

During the first two quarters, the Human
Resource Director has collaborated with
Supervisors to discuss new and ongoing training
needs. Training assessment and implementation
is ongoing through the end of the fiscal year.
During the second quarter, MFA staff (Asset
Management) earned professional designations
as Housing Compliance Manager for the HUD
HOME Program. The training for this certification
was provided by Zeffert & Associates, a national
housing expert in the field of multifamily
housing. In addition, a member of the Asset
Management team achieved a HUD Certification
to work as a REAC (Real Estate Assessment
Center) Physical Inspector. This certification will
Continue to identify Board, staff and management training needs |allow MFA to move forward on new key
Objective and develop and implement training utilizing internal resources, |initiatives. Community Development Department
5 local universities, trade schools and/or consultants where staff have attended the following trainings: On Target
applicable. NCSHA HOME Workshops (1), National

Association for State Community Services
Program (1), NeighborWorks Planning (1),
Energy Out West (2), Supercirular Webinar (5).
Accounting staff have also participated in
webinars related to the new OMB circular as well
as training on the new COSO Internal Control
Framework. Other conferences attended include
the MBA Compliance and Regulatory
Conferences, Retained Servicing, and the School
of Mortgage Servicing. Board members and staff
have also participated in NCSHA's Annual
Conference (5), HFA Institute (9) and Legislative
Conference (3), and HUD Single Family Default
Monitoring System (SFDMS) Neglected Default
training.

Committee meeting scheduled in May to review

http://mfa2/reports/StrategicPlan/dashboard.asp 5/13/2014



MFA Dashboard

Objective
6

Objective
7

Objective
8

Objective
9

Objective
10

Objective
11

Evaluate and assess operational risks

Provide maximum system availability through continued
maintenance and upgrades, leveraging current technology. All
production servers and applications will be available 99% of all
business hours during a 12-month period. Production servers
cannot be unavailable for more than a total of 20 business hours
during a 12-month period.

Protect and secure MFA’s data and systems from unauthorized
access: perform vulnerability tests every 6 months, and mitigate
any vulnerabilities identified as high risk within 1 business week
following notification.

Research, implement and support technology solutions to
improve operational efficiencies and data tracking capabilities for
MFA and partners.

Research and evaluate the benefits and implications of
implementing and maintaining a social media presence.
Implement as determined.

Maintain and enhance MFA facilities and grounds and continue to
utilize “green” measures where feasible.

Goal 5 - Financial Stewardship

Objective
1

Objective
2

Objective
3

Objective
4

Objective
5

Objective
6

Five-year rolling average consolidated rate of return on earning
assets will be equal to or greater than .26% at 9/30/14. FY2014:
.47%

General Fund excess revenues over expenses will be least
$1,739k for FY2012-2014. FY2014 $2,626k

Research, develop and implement a program evaluation tool for
assessing new and existing programs and projects in relation to
mission, margin and risk tolerance. FY2014: Develop program
evaluation tool for existing programs

Maintain General Fund cash reserves at a minimum level
consistent with General Fund Cash Reserve Policy for support of
program activities, operations and financial strength.

Manage and distribute grant funds to ensure that no more than
1% of the beginning of the year balance of grant funding is lost
each fiscal year as a result of failure to expend or commit within
the contract term. FY2014: $75k

Obtain an unqualified opinion on MFA'’s financial statements and
no material weaknesses identified by the auditor in internal
control over financial reporting or major programs (excluding
first-time program audits) for the next three years.

Average internal rate of return on single family bond programs

http://mfa2/reports/StrategicPlan/dashboard.asp
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and revise the MFA Disaster Recovery Plan.
Identified risks/threats in MFA SWOT analysis for
the 2015-2017 strategic plan. This information
will provide a framework for risk management
priorities in the new Strategic Plan.

On Target

Availability to production servers and
applications for the first two quarters was 100%.

The first of 2 vulnerability tests for this fiscal
year was performed on December 17, 2013. A
final report has been received indicating MFA
continues to maintain a low risk level.

MFA successfully migrated our system backup
strategy from tapes to a disk and cloud-based
solution. The transition streamlines our backup
procedures and improves the speed MFA can
recover from a site disaster. A high-speed
redundant internet data line has also been
installed. Housing library now available on the
MFA website and updates are ongoing. Work
continues towards automating the generation of
Exposure Reports. Initial automated reports are
expected in May 2014.

No benchmark for FY 2014; benchmarks for FY
2012 and 2013 have been met.
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In the process of replacing and installing LED
lights in the parking lot and wall packs. This will
decrease the kilowatt usage daily and lower cost
of electricity.

As of 3/31/14 the 5 year rolling average rate of
return is .49%.

As of 3/31/14 General Fund excess revenues
over expenses were $4,059,376.

Committee meetings are scheduled for May and
June.

As of 3/31/14 General Fund cash reserves were
$69,552k, which exceeds the Cash Reserve
policy.

As of 3/31/14 $258k in grant funds have been
lost.

State Auditor's Office approved the 9/30/2013
financial statements. MFA received an unqualified
opinion with no material findings. The financial
statements were approved by the Board

1/22/14.

Met

The IRR calculations for FY 2013 using the same
methodology as prior years is 7.54% which is

9,
~
—_—
(98]
~
)
S
—_—
I



MFA Dashboard

will be equal to or greater than 7.0% at 9/30/14. FY2014: 7%

Objective . .
internal rate of return for the period ending 9/30/13.

7

Maintain loan defaults, workouts, foreclosures and grant non-
compliance losses to MFA below $1,550k through FY2014.
FY2014: $645k

Objective
8

Add income generating loan servicing portfolios which utilize the
current servicing model. FY2014: Evaluate feasibility of servicing
transfer of eligible portfolios.

Objective
9

http://mfa2/reports/StrategicPlan/dashboard.asp

0.54% above the target of 7%. The bond issues
contained in this analysis utilize the traditional
structure.

As of 3/31/14 we have recognized $381k in
losses.

On April 16, 2014, the Board approved the Loan
Servicing Agreement between MFA and Ventana

Fund for the servicing of the CDFI Loan program.

Page 8 of 8
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On Target
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Commonly Used Housing & Finance Acronyms

2MP
ABS
ACED
AFHMP
AGMI
AHA
AHP
AIDA
AIPC
AIPHA
AMI
AMT
ANA
ARM
ARRA
ASDN
ATR
BBER
BHC
BIA
BPRC
BMA
CAA
CBO
CDBG
CDC
CDC
CDC
CDCU
CDFI
CDRLF
CFPB
CHDO
CLT
CLTV
CMS
CNA
CcOB
COG
COl
COL
CRA
CSBG
DDA
DFA

Second Modification Program

Asset Backed Security

Area of Chronic Economic Distress
Affirmative Fair Housing Marketing Plan
Area Gross Median Income

Affordable Housing Act

Affordable Housing Program

All Indian Business Development Program
All Indian Pueblo Council

All Indian Pueblo Housing Authority

Area Median Income

Alternative Minimum Tax

Administration for Native Americans
Adjustable Rate Mortgage

American Recovery and Reinvestment Act
Area(s) of Statistically Demonstrated Need
Ability to Repay

Bureau of Business and Economic Research (UNM)
Behavioral Health Collaborative

Bureau of Indian Affairs

Business Plan Review Committee

Bond Market Association

Community Action Agency
Community-Based Organization

Community Development Block Grant
Certified Development Company

Certified Development Community
Community Development Council
Community Development Credit Union
Community Development Financial Institution
Community Development Revolving Loan Fund
Consumer Financial Protection Bureau
Community Housing Development Organization
Community Land Trust

Combined Loan to Value

Compliance Management System

Capital Needs Assessment

Convertible Option Bond

Council of Governments

Costs of Issuance

Contract Loan Program

Community Reinvestment Act

Community Services Block Grant

Difficult Development Area

New Mexico Department of Finance and Administration

Commonly Used Housing & Finance Acronyms
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DOE
DOJ
DOT
DPA
DSC
DTI
ECOA
EDA
EHAP
EHLP
ELCDC
ESG
FAMC
FCRA
FDIC
FEMA
FHA
FHFA
FHFB
FHLB
FHLMC
FICO
FMR
FNMA
GF
GNMA
GRH
GSE
HAFA
HAMP
HERA
HFA
HLPA
HMDA
HOEPA
HOF
HOME
HOPE
HOPWA
HPML
HPP
HPRP
HTF
HUD
ICDBG
IHA
IHBG
JTPA

Department of Energy

Department of Justice

Department of Transportation

Down Payment Assistance

Debt Service Coverage

Debt to Income Ratio

Equal Credit Opportunity Act

Economic Development Administration

Emergency Homeless Assistance Program
Emergency Homeowners’ Loan Program
Enchantment Land Certified Development Company
Emergency Solutions Grant

Federal Agriculture Mortgage Corporation

Fair Credit Reporting Act

Federal Deposit Insurance Corporation

Federal Emergency Management Agency

Federal Housing Administration or Fair Housing Act
Federal Housing Finance Agency

Federal Housing Finance Board

Federal Home Loan Bank

Federal Home Loan Mortgage Corporation (Freddie Mac)
Fair Isaac and Company (credit score)

Fair Market Rents

Federal National Mortgage Association (Fannie Mae)
General Fund

Government National Mortgage Association (Ginnie Mae)
Guaranteed Rural Housing

Government Sponsored Enterprise

Home Affordable Foreclosure Alternatives

Home Affordable Modification Program

Housing and Economic Recovery Act

Housing Finance Agency

Home Loan Protection Act

Home Mortgage Disclosure Act

Home Ownership and Equity Protection Act

Housing Opportunity Fund

Home Investment Partnership Program
Homeownership Opportunities for People Everywhere
Housing Opportunities for Persons with AIDS

High Priced Mortgage Loan

Homeownership Preservation Program
Homelessness Prevention and Rapid Re-Housing Program
Housing Trust Fund

US Department of Housing and Urban Development
Indian Community Development Block Grant

Indian Housing Authority

Indian Housing Block Grant

Job Training and Partnership Act

Commonly Used Housing & Finance Acronyms
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KYHNM
LDC
LFC
LGIP
LIHEAP
LIHTC
LOC
LOC
LTTF
LTV
LURA
MBE
MBS
MHEA
MF
MFA
MRB
MSA
NAHASDA
NAHRO
NAIHC
NAIOP
NCAIED
NCSHA
NCSHB
NEAT
NEDA
NFMC
NHS
NIBP
NMAHCT
NMCDLF
NMCF
NMGC
NMSBDC
NOFA
NRC
NSP
OFHEO
OIG
OMB
ONAP
OS
PAB
PAE
PBCA
PHA
PJ

Keep Your Home New Mexico (HPP Program)

Local Development Corporation

Legislative Finance Committee

Local Government Investment Pool

Low Income Home Energy Assistance Program

Low Income Housing Tax Credit Program

Letter of Credit

Legislative Oversight Committee

Land Title Trust Fund

Loan-to-Value Ratio

Land Use Restriction Agreement

Minority-Owned Business Enterprise

Mortgage Backed Securities

Manufactured Home Energy Audit.

Multifamily

New Mexico Mortgage Finance Authority

Mortgage Revenue Bond

Metropolitan Statistical Area

Native American Housing & Self Determination Act of 1996
National Association of Housing and Redevelopment Officials
National American Indian Housing Council

National Association of Industrial and Office Properties
National Center for American Indian Enterprise Development
National Council of State Housing Agencies

National Conference of State Housing Boards
National Energy Audit Tool

National Economic Development Associates Program
NeighborWorks Foreclosure Mitigation Counseling
Neighborhood Housing Services

New Issue Bond Program

New Mexico Affordable Housing Charitable Trust
New Mexico Community Development Loan Fund
New Mexico Community Foundation

New Mexico Gas Company

New Mexico Small Business Development Center
Notice of Funds Availability

Neighborhood Reinvestment Corporation
Neighborhood Stabilization Program

Office of Fair Housing and Equal Opportunity

Office of Inspector General

Office of Management and Budget

Office of Native American Programs (HUD)

Official Statement

Private Activity Bond

Participating Administrative Entity

Project-Based Contract Administrator

Public Housing Authority

Participating Jurisdiction

Commonly Used Housing & Finance Acronyms
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POS
PUD
QAP
QECB
QCl
QCT
QM
QRM
RA
RANM
RAP
RD
RDIC
RESPA
RFP
RFQ
RHA
RHED
RHS
RLF
RS
RTC
SBA
SBDP
SBI
SBIC
SBOF
SBTC
SF
SHA
SHPO
sIC
SRO
SRP
SWONAP
TBA
TBRA
TCAP
TCEP
TDC
TDHE
TILA
TOHILA
UDAAP
USDA
VA
WAP
WBE

Preliminary Official Statement

Planned Unit Development

Qualified Allocation Plan

Qualified Energy Conservation Bonds
Quiality Control Inspector

Qualified Census Tract

Qualified Mortgage

Qualified Residential Mortgage
Redevelopment Act

REALTORS Association of New Mexico
Rental Assistance Program

Rural Development

Rural Development Investment Council
Real Estate Settlement Protection Act
Request for Proposals

Request for Qualifications / Quotes
Regional Housing Authority

Rural Housing and Economic Development
Rural Housing Service

Revolving Loan Fund

Risk Sharing 542 (c) Program

Resolution Trust Corporation

Small Business Administration

Santa Fe Small Business Development Program
Small Business Institute

Small Business Investment Corporation
State Board of Finance

Sustainable Building Tax Credits

Single Family

State Homeless Assistance

State Historic Preservation Office

State Investment Council

Single Room Occupancy

Service Release Premium

SW Office of Native American Programs
“To Be Announced” (forward commitment of mortgage loan)
Tenant Based Rental Assistance

Tax Credit Assistance Program

Tax Credit Exchange Program

Total Development Cost

Tribally Designated Housing Entity

Truth in Lending Act

Title | Home Improvement Lenders Association
Unfair, Deceptive or Abusing Acts or Practices
US Department of Agriculture

Department of Veterans Affairs
Weatherization Assistance Program
Woman-Owned Business Enterprise

Commonly Used Housing & Finance Acronyms
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APPENDIX K: GLOSSARY OF TERMS

This glossary contains key words and phrases frequently used in connection with the
financing of housing by state and local housing and finance agencies. While most terms
relate directly to bond financing, others are also used in mortgage financing and real
estate development. If a definition varies between these disciplines, the given definition
applies to bond financing.

A

Affordable Housing Program: This is a program offered through the Federal Home Loan
Bank System which subsidizes the interest rate on loans and provides direct subsidies to
Bank System member institutions that lend for long-term, very-low-, low-, and moderate-
income, owner-occupied and affordable rental housing. The program is designed to
encourage creative efforts in increasing affordable housing. *

Agency Buydown: An upfront agency payment, which reduces the monthly principal and
interest payments on a loan by reducing the initial interest rate. By buying down a loan
an agency subsidizes the homeowner during the buydown penod

Agency Contribution: Upfront dollar transfer of agency unrestricted funds to a new bond
issue to help pay the issuance costs. The agency thereby reduces the amount of non-asset
bonds, making the potentially negative effect of partial non-origination of mortgages less
of a credit problem.

Amortization: The reduction in-the outstanding principal amount of a loan achieved as
the result of repayment of principal.

Arbitrage (or Program’s Gross Spread): The vield differential between the bond and, in
the case of Mortgage Revenue Bonds, the mortgage contract rate. Costs which must be
paid from this spread typically include: the underwriter’s discount; bond counsel fees;
other costs of issuance; and mortgage origination, servicing, and related. fees. Arbitrage
limitations on tax-exempt bonds are established by the Internal Revenue Service.

ARM (Adjustable-Rate Mortgage or Variable-Rate Mortgage): A mortgage on which the
interest rate is adjusted on a periodic basis in reference to an accepted index of market
interest rates, such as the 12-month U.S. Treasury borrowing rate. ARMSs usually include
limits, or caps, on the size of the interest rate adjustments, such as 1 percent a year and 5
percent overall.

B

Basis Point: Yields on municipal securities are usually quoted in increments of basis
points. One basis point is equal to .01 or 1/100th of 1 percent.

Basis Price: The price of a security expressed in yield or percentage retumm on the
investment.

Bearer Bond: A bond that has no identification as to owner and therefore is presumed to
be owned by the person who holds it (the bearer). Bearer bonds are freely and easily



negotiable since ownership can be quickly transferred from seller to buyer. Bearer bonds
are no longer permitted for new issues of tax-exempt bonds.

“Blue Sky” Laws: State laws enacted to protect the public against securities fraud.

Bond: An interest-bearing promise to pay a specified sum of money—the principal
amount—which is due on a specific date and secured by specified sources of revenue.

Bond Anticipation Notes (BANs):  Short-term securities issued by states and
municipalities to obtain interim financing for projects, which will eventually be funded
long-term through the sale of a bond issue.

Bond Counsel: Legal counsel responsible for determining that all applicable local, state,
and federal laws, regulations, and procedures are met in the issuance of a bond.

Bond Insurance: Guarantee of timely principal and interest payments to bondholders in
the event of issuer default.

Bond Rate: The interest rate which is stated on the bond and payable to the bondholders
periodically. -

Bond Traders: Investment bank and commercial bank employees who engage in the
purchase and sale of bonds after they are first sold (a secondary market).

Bond Yield: The overall interest cost percentage for a series of bonds.

Broker: A securities firm or departiment of a commercial bank which engages in the
underwriting, trading, and sales of municipal securities for the account of another.

C

Call Provisions:. The terms under which bonds are redeemable by the issuer prior to the
specified maturity date at a stated price (which often is above par).

Canadian Interest Cost (CIC): A method of calculating total cost for new issues of
municipal securities that takes into consideration the time value of money.

Cash Flow: For bonds which finance mortgage loans, the sum of mortgage repayments
and prepayments, plus other revenues available to make debt service payments on the
bonds and to pay related fiduciary and servicing costs.

Capped Adjustable Mortgage: An adjustable-rate mortgage which has a limit on the size
of the annual and/or total increase in the interest rate.

Capital Appreciation/Accumulator Bonds (CABs): Bonds which pay interest on an
accumulated basis at maturity. Unlike zero coupon bonds, the par amount of CABs does
not reflect future interest payments.

Capital (Debt Service) Reserve Fund: A security requirement established to provide a
revenue bond program with reserves which would be available in the event of a shortfall
in operating revenues. The requirement is normally set in terms of maximum annual debt



service but is sometimes calculated as a fixed percentage of the principal amount of
outstanding debt.

CHAS (Comprehensive Housing Affordability Strategy): An analysis of housing needs
and strategies which is required of states and local governments to receive HUD program
funds or assistance.

Coinsurance: Mortgage insurance in which the loan originator agrees to insure part of the
mortgage in return for part of the premium. A stop-loss provision with respect to a pool
of mortgage is usually involved. The term is often used in a less generic sense to refer to
a now-terminated Federal Housing Administration (FHA) multifamily program.

Collateralized Mortgage Obligations (CMOs): A security backed by a pool of mortgages
or mortgage pass-through certificates. CMOs are issued with varying classes (tranches),
all of which receive interest payments semi-annually from monthly interest payments on
the mortgages in the pool. Principal payments on the mortgages in the pool are applied to
the CMOs of the shortest tranche until retirement, next to the CMOs of the next shortest
tranche, and so forth until all of the CMOS backed by the pool have been paid off.

Community Development Block Grants (CDBG) Programs administered by HUD to aid
community and economic development, mostly to benefit activities serving low and
moderate income persons. Three types of CDBGs:

CDBGs (Entitlement): Grants to entitlement communities, for a wide range of
community development programs for neighborhood revitalization, economic
development and improved community facilities and services. These
communities develop their own programs in consultation with local residents.

CDBGs (Non-Entitlement) For States And Small Cities: Grants to non-
entitlement communities, for similar programs.

CDBGs (Section 108 Loan Guarantee): These are loan guarantees that offer
eligible communities financing for housing rehabilitation, economic development
and large-scale physical development projects.

Community Housing Development Organizations (CHDOs):  Community-based
nonprofit entities for which a portion of HOME funds must be set aside.

Community Investment Program: This is a program offered through the Federal Home
Loan Bank Systemn which provides funds for community-oriented mortgage lending.
Under the program, each Bank also designates a community investment officer to
implement the Banks’ community lending and affordable housing advance programs.

Competitive Bids: A sale of municipal securities by an issuer in which underwriters or
syndicates of underwriters submit sealed bids to purchase the securities. This contrasts
with negotiated underwriting.

Compliance Monitoring: The process of determining whether program requirements
continue to be met. For example, the Low Income Housing Tax Credit program has
specific compliance monitoring requirements.

CBO (Congressional Budget Office): The major budgetary ana1y515 organization for
Congress.



CRS (Congressional Research Service): The research arm of the Congress.

CDI (the Continuing Disclosure Information (Pilot)): This is the Municipal Securities
Rulemaking Board’s (MSRB’s) effort to collect continuing financial information
regarding municipal bond issues.

Convertible Option Bonds (COBs): Bonds initially issued at a short-term interest rate
which may be converted later at the option of the issuer to a long-term fixed-rate bond.

Costs of Issuance: All expenses related to the authorization, sale, and issuance of bonds.

Coupon: The stated interest rate on a bond, usually paid semi-annually. For bearer
bonds, “coupons” specifying the date and amount of each interest payment are attached to
the bond. To receive an interest payment, the bondholder detaches and presents the
coupon for payment.

Credit Enhancement: Security devices such as letters of credit, moral obligation pledge,
or bond insurance which are obtained for a bond issue to enhance the marketability of the
bonds (to improve ratings/lower interest costs).

Current Yield: The ratio of the interest rate to the actual market price of a bond, stated as
a percentage. For example, a bond selling for $1,000 that pays $80 per year in interest
has a current yield of 8 percent.

D .

Dealer: A securities firm or department of a commercial bank which engages in the
underwriting, trading, and sales of municipal securities for its own account.

Debt Limit: The statutory or constitutional maximum debt which an issuer can legally
incur, '

Debt Service: The payments required for interest on and repayment of the principal
amount of debt.

Default: Failure to pay principal or interest when due. Non-monetary default is a
violation of the terms and conditions of a mortgage or a bond issue.

Delinquency Experience: The level of loans with overdué payments, expressed as a
percentage of the total portfolio of loans.

Denomination: The face arhount or par value of a security which the issuer promises to
pay on the maturity date. Most municipal bonds are issued in minimum denominations of
$5,000, although a few are available in $1,000 denominations. Notes are generally
available in $25,000 minimum denominations.

Discount: The amount by which the purchase price of a security is less than the principal
amount or par value. '

Disposition Demonstration Program: Also known as “dispo/demo,” this is a
demonstration program under which HUD enters into agreements with HFAs to dispose



of some of the properties that HUD owns as a result of foreclosures in HUD-insured
mortgages.

Dollar Bond: A bond which is quoted and traded in dollar prices rather than in terms of
yield.

Double Barreled Bond: A bond secured by the pledge of two or more sources of
repayment, such as the unlinited taxing power of the issuer as well as the revenues
generated by a particular user charge. '

Double Exemption: Securities on which the interest is exempt from taxation imposed by
two levels of government, such as exemption from state and federal income taxes.

E

Equity Sharing (or Shared Appreciation Mortgage): A mortgage in which the borrower
makes payments at an interest rate below the prevailing market rate. In retum for
accepting the lower rate, the lender (or holder of the mortgage) receives the right to a
predetermined share of any future appreciation in the value of the property.

F

Face Amount: The par value {(e.g., prmc1pal or maturity value) of a security shown on the
face of the instrument.

Fair market rents (FMRs): Established by HUD to determine how much rent HUD will
subsidize when it assists low income renters under its rental assistance programs. HUD
determines the FMR by calculating the 45th percentile rent for an area, i.e., the rent level
below which 45 percent of the units should rent. |

FDIC (Federal Deposit Insurance Corporation): An instrumentality of the federal
government which insures the deposits of member institutions.

FHA (Federal Housing Administration): A federal agency within HUD which insures
mortgages on both single family and multifamily loans, usually with high loan-to-value
ratios. '

FHFB (Federal Housing Finance Board): The goveming body of the Federal Home Loan
Bank System.

FHLB (Federal Home Loan Bank): One of the 12 federally—chartered regional banks of
the Federal Home Loan Bank System. A bank’s primary function is to supply credit to
members, principally savings and loan institutions.

FHLMC (Federal Home Loan Mortgage Corporation, or “Freddie Mac™): A government-
sponsored enterprise which is authorized to buy and to package for sale (usually in the
form of mortgage-backed securities) conventional, FHA, and VA loans and part101pat1ng
interests in blocks of such loans,

Financial Advisor: A consultant to an issuer of municipal securities who provides the
issuer with advice with respect to the structure, timing, terms, or related matters
concerning a new issue of securities.



First-Time Homebuyer: For purposes of the MRB and MCC programs, a mortgagor who
has not held an ownership interest in a principal residence at any time during the three-
year period which ends on the date on which the quahﬁed MRB loan or MCC-assisted
loan is executed or assumed.

FNMA (Federal National Mortgage Association, or “Fannie Mae™): A government-
sponsored enterprise which is authorized to buy and to package for sale (usually in the
form of mortgage-backed securities) conventional, FHA, and VA loans and participating
interests in blocks of such loans.

Foreclosure: A procedure in which property pledged as security for a debt is sold to repay
the debt in the event of a default in payments or terms.

G

General Obligation Bond: A bond which is secured by the pledge of the issuer’s full faith
and credit and usually also its taxing power.

GNMA (Govemment National Mortgage Association, or “Ginnie Mae™): A government
corporation within HUD which provides full-faith-and-credit-of-the-federal-govemment
guarantees of timely payment on securities backed by FHA and VA loans.

Government-Sponsored Enterprises (GSEs): Federally chartered, privately owned
corporations which carry an implicit guarantee of the federal government. Examples are
FNMA and FHLMC.

H

HOME Investment Partnerships (HOME) Program: A “housing block grant” program
authorized by the National Affordable Housing Act of 1990 which provides federal funds
which may be used for ownership or rental housing or tenant-based assistance.

HUD (U.S. Department of Housing and Urban Development): The executive department
which administers most federal housing programs.

I

Indenture (Bond Indenture): A written agreement under which debt securities are issued.
It sets forth the maturity date, interest rate, call provisions, security, and other factors
affecting the bonds.

Industrial Development Bond: A security issued by a state, certain agencies or
authorities, a local government, or development corporation to finance the construction or
‘purchase of industral plants or equipment which will be leased to a private corporation
and backed by the credit of the private corporation.

Interest: Compensation paid or to be paid for the use of money. Interest is generally
expressed as an annual percentage rate.

Issuer: A state, political subdivision, agency, or authority which borrows money through
the sale of bonds or notes.



L

Lead Underwriter: The bond underwriter which “runs the books of the account” for a
group of underwriters (syndicate) created to buy and sell a bond issue.

Legal Opinion: An opinion concerning the validity of a securities issue with respect to
statutory authority, constitutionality, procedural conformity, and usually the exemption of
interest from federal income taxes. The legal opinion is usually rendered by a law firm
recognized as specializing in public borrowings (often referred to as bond counsel).

Lendable Proceeds: Bond proceeds available for dJrect loans, mortgage purchases, or
loans-to-lenders activities,

Letter of Credit (LOC): A direct guarantee provided by a bank which agrees to provide a
trustee with the funds necessary to make payments to bondholders. A *standby” LOC
provides funds only in the event of a shortfall in other available funds.

Level Payment (Self Amortizing) Mortgage: A level (or fixed) payment mortgage is a
standard, fully amortizing mortgage with a fixed term and fixed equal payments to term.
Loans-to-Lenders: A mortgage financing method used by bond issuers in which loans are
made to lenders under conditions which set the mortgage contract rate and the borrower
eligibility standards under which the funds will be reloaned to the ultimate borrowers..

Loan-to-Value (LTV) Ratio: The ratio of the amount of funds borrowed when financing
a property relative to the total sales price. The lower the ratio, the larger the share of
owner equity and presumably the less risk involved in making the loan.

Local Authorities: Refers to local housing finance or other municipal agencies which
issue tax-exempt bonds.

" Low Income: In program eligibility determinations, defined as some percentage (usually
80 percent) of median income.

Low Income Housing Tax Credit (Tax Credit): A credit against ordinary income taxes
which is permitted under Section 42 of the Internal Revenue Code for certain investments
in low income rental housing.

“Lower Floaters”: Refers to adjustable-rate tender bonds (usually 30-year bonds) which
are tied to short-term rates and allow the bondholder to “put” the bonds back to the issuer
at the bondholder’s discretion.

M

Major Rehab: Major or substantial rehab refers to residential rehabilitation which
involves substantial structural renovation (e.g., of a gutted building), usually to one or
more of a building’s systems (e.g., roof, boiler, electrical, etc.). This type of rehab
requires major costs to complete.

Marketability: A subjective measure of the ease with which a security can be sold in the
secondary market.



Maturity: The date on which the principal amount of a security becomes due and
payable.

“McKinney Act” Programs: A series of program enacted by Congress to address the
needs of homeless persons and to prevent homelessness.

Median Family Income: The annual gross income above which and below which lie an
equal number of family incomes. Income eligibility for subsidized housing pro grams are
often set as a percentage (%) of the area median income.

Median Sales Price: The home price in a defined market area above which and below
which lie an equal number of home sales by price for a period of time.

Moderate Income: In program eligibility determinations, often defined as families with
gross incomes between 80 and 120 percent of median family income.

Moral Obligation Bond: A type of municipal security which is not backed by the full
faith and credit of a state, but for which state law provides that the state will consider
replenishing the issue’s debt reserve fund if necessary.

Mortgage Banker: A private company which originates and services mortgage loans
which are sold to primary or secondary market institutions.

Mortgage Credit Certificate (MCC): Certificates issued by state and local HFAs to
qualified first-time homebuyers which provide federal income Tax Credits equal to a
specified percentage of the annual mortgage interest paid. These Tax Credits directly
reduce the federal income tax liability of the recipients. The program is an alternative to
the issuance of MRBs.

Mortgage Revenue Bond (MRB): A tax-exempt security issued by a state, certain
agencies or authorities, or a local government to make or purchase loans (including
mortgages or other owner financing) for single family residences.

Multifamily Housing: Usually refers to rental housing in buildings of five or more units.

MSIL (Municipal Securities Information Library): The central repository of information
regarding bond issues and continuing disclosure of financial information related to them.*

Municipal Securities Rulemaking Board (MSRB): An independent self-regulatory
organization established by the Securities Acts Amendments of 1975 which is charged
with primary rulemaking authority over dealers, dealer banks, and brokers in municipal
secuntles

N
NAHA (National Affordable Housing Act): Legislation that created the HOME Program.

Negative Amortization: In the case of mortgage loans, a payment plan in which the
interest payments are insufficient and the shortfall is added to the outstanding loan
balance as additional principal. As a result, the total principal amount of the mortgage
can become larger than the initial principal amount. A mortgage which allows for
negative amortization early in the life of the mortgage usually provides for increased



payments later to assure full payment of the principal and interest by the end of the loan
term.

Negative Arbitrage: The result of paying a higher interest rate on bonds than is achieved
from the investment of bond proceeds.

Negotiated Sales: Sales in which the issuer chooses one underwriter or group of
underwriters to sell its bonds to investors. There is no competitive bid for the issue.
Instead, the interest rate and terms of sale are negotiated.

Net Interest Cost (NIC): The traditional method of calculating total cost for new issues of
municipal securities which does not consider the time value of money.

Non-Callable Bond: A bond which cannot be redeemed at the option of the issuer before
its specified maturity date.

Notes: Short-term instruments which promise to pay specified amounts of money and are
secured by specific sources of future revenues, such as taxes, federal and state aid
payments, and bond proceeds.

Notice of Sale: An official document disseminated by an issuer of mum'cipal securities
which gives pertinent information regarding an upcoming bond issue and invites
competitive bids from prospective underwriters.

0

Offering Price: The price at which the members of an underwriting syndicate for a new
issue decide to offer the securities for sale to investors.

OTA (Office of Technology Assessmeﬂt): The research organization of the Congress
specializing in technology issues.

OTS (Office of Thrift Supervision): The federal regulatory agency responsible for
examination and regulation of federally and state chartered savings institutions.

Official Statement: A document prepared by or for the issuer which provides detailed
security and financial information on the bond issue.

Over-the-Counter Market (OTC): A securities market which is conducted among dealers
throughout the country through negotiation rather than by using an auction system (as
represented by the stock exchanges).

P

Par Value: The stated principal amount of a bond or note due at maturity.

Private Mortgage Insurance (PMI): Private mortgage insurance, usually providing
coverage for loans with less than a 20 percent downpayment, up to a 97 percent loan-to-
value ratio. PMI companies are regulated by states.

Pool Insurance: Additional security for a single family mortgage loan portfolio. This
usually provides coverage equal to 10 percent of the original aggregate loan amount,
frequently with a minimum dollar amount of coverage also specified.



Premium: The amount by which the price of a security exceeds its par amount.

Prepay: Used in conjunction with low-income rental units that will become eligible for
their owners to pay off the underlying HUD mortgages and convert the units to market-
rate housing.*

Prepayment Assumption: A calculated guess of the future performance of a portfolio of
single family loans, relative to the incidence of recoveries of principal. The assumption is
often expressed as a percentage of the long-term FHA loan performance experience with
the rate of recoveries of principal in a particular state or region.

Primary Market (new issue market): Market for new issues of municipal bonds and
notes.

Principal: The face amount of a bond, exclusive of accrued interest and payable at
maturity. '

Public Housing: Low income housing developed, owned, and operated by public housing
authorities (PHAs) and financed through the sale of tax-exempt bonds. HUD provides
debt service contributions, operation subsidies, modemization funds, and technical
assistance to support PHA projects.

PIG: Public interest group. §
Put Options: A contract which gives its owner the right to sell a security at a specific
price within a defined time period.

Q

Qualified Allocation Plan: A required plan whlch a state allocating agency must use to
allocate Low Income Housing Tax Credits.

R

Ratings: Designations provided by investors’ ratings service to securities to indicate their
relative credit quality (e.g., Standard and Poor’s, Moody’s, Fitch).

Recapture: Provision under MRB program by which an MRB borrower who sells his or
her house within 10 years of initial purchase must count a certain portion of the proﬁt as
taxable income.*

Red Hemring: A preliminary prospectus or official statement which does not include the
price at which the securities will be offered to the public. It is issued to obtain an
indication of the interest in an offering. It gets its name from the statement, printed in red
ink on its front cover, which says the document is a preliminary prospectus or official
statement. : .

- REMICs (Real Estate Mortgage Investment Conduits): A REMIC is an entity which
holds a pool of mortgage loans and issues securities representing interests in those
mortgages. This entity enables a pool of mortgages to be split into different ownership
interests offering a range of maturities, thereby giving greater choice as to the length of



investment. Income generated by the mortgage pools is taxed not at the entity level but at
the investor level.

Refunding: A procedure by which a bond issue is redeemed with funds from a new bond
issue under conditions generally more favorable to the issuer. This results in the proceeds
of the new bonds (the refunding bonds) being substituted for the proceeds of the old
bonds (the refunded bonds), which may or may not be redeemed. '

Registered Bond: A bond whose owner is registered with the issuer or its agents, either
as to both principal and interest, or as to principal only. Transfer of ownership can be
accomplished only when the securities are properly endorsed by the registered owner.

Resolution (Bond Resolution): Formal board action authorizing the issuance of bonds.
This is an alternative to indenture. : '

Revenue Anticipation Notes (also see Tax Anticipation Notes): Securities issued in
anticipation of other sources of future revenue, typically a form of federal or state aid.

Revenue Bond: A bond payable solely-fromi net or gross non-tax revenues derived from
tolls, charges, or rents paid by the users of a facility constructed with the proceeds of a
bond issue.

RFP: Request for Proposals.

RTC (Resolution Trust Corporation): A federal corporation created to sell or liquidate
(“resolve™) failed savings and loan associations.

Risk-sharing: A concept by which HFAs insure mortgages. they issue in partnership with
entities such as private insurers or FHA.

Rural Housing Service (formerly Farmers Home Administration): An agency of the
federal government which makes, participates in, and insures loans for rural housing and
other purposes. FmHA recently was renamed the Rural Housing and Community
Development Department.

S

Safe Harbor: “Safe Harbor” refers to Internal Revenue Service (IRS) estimatesissued for
the MRB and MCC programs which are used to determine purchase price limits for
homes eligible to be bought under the programs. The estimates are developed from
federal data samples and may be appealed by individual agencies seeking to use their own
limits (based on a more accurate, comprehensive, and timely data base than the official
limits).

Savings and Loan Association (S&L): A financial institution which takes savings
deposits and invests them mainly in mortgage loans. Always a corporation, an S&L may
be either a mutual or a capital stock institution and may be either state or federally
chartered.

Savings Bank: A financial institution which takes savings deposits and invests them in
mortgages and other securities allowed under law.



Savings Institutions: Savings and loans and savings banks which have historically been
primary investors in residential mortgage loans.

Secondary Financing: A loan secured by a second mortgage or deed of trust on real
property.

Secondary Market: A market for issues previously offered or sold.

Section 8: A rental assistance program administered by HUD under which the federal
government pays the difference between what a household can afford to pay for a housing
unit and its fair market rent. Eligible tenants pay 30 percent of their income toward rent.

Section 8: Lower Income Rental Assistance Program under which HUD makes
up the difference between what a low- and very-low income household can afford
and approved rent. Among aspects of Section 8 Program:

Section 8 Moderate Rehabilitation Program: A HUD program under which PHAs
administering the program advertise fund availability and select participating
landlords based on a competitive process. The landlords agree to rehabilitate the
properties to certain standards, and the PHAs set rents based on a number of
factors.

Section 8 Rental Certificate Program: HUD contracts with PHAs and IHAs,
which issue rental certificates to very low income families. The families may find
a suitable home, and assistance payments are made to the property owners. A
certificate pays the different between the recipient’s unit’s actual rent and 30
percent of the tenant’s income. Generally, the rent for the units may no exceed
the fair market rent (FMR), which is set at roughly the 45th percentile of local
rents.

Section 8 Rental Voucher Program: HUD contracts with local public housing
agencies (PHAs) and Indian Housing agencies (IHAs), which issue rental
vouchers to very low income families. A voucher pays the difference befween a
payment standard (similar to the FMR) and 30 percent of the tenant’s income. If
the actual rent exceeds or is less than the payment standard, the tenant pays the
excess or keeps the difference.

Section 10b: This section of the Federal Home Loan Bank Act allows organizations that
are not members of the Federal Home Loan Bank (“non-members”, such as HFAs) to
collect advances from the Federal Home Loan Banks for affordable housmg activities.
Amendment was enacted in 1992 pursuant to NCSHA advocacy.

Section 203(k): Rehabilitation Mortgage Insurance. Mortgage insurance program for
one-to-four-family properties under which HUD insures loans to finance: rehabilitation
of an existing property; purchase and rehabilitation of a property; or rehabilitation and
refinancing of the outstanding indebtedness of a property.

Section 221(d)(3) and (4): Multifamily Rental Housing for Moderate Income Families.
Mortgage insurance programs administered by HUD to finance rental or cooperative .
multifamily housing for moderate-income households, including housing for the elderly
and Single Room Occupancy (SRO) housing. The primary distinction between the two
programs is that HUD may insure full replacement cost under 221(d)(3) for public



nonprofit and cooperative mortgagors, but only up to 90 percent under Section 221(d)(4),
regardless of the type of mortgagor.

Section 223(f): . A federal mortgage insurance program administered by FHA for
refinancing existing apartment buildings,

Section 515: Program administered by the Farmers Home Administration (FmHA) under
which FmHA. provides direct loans to private and public sponsors for the construction,
acquisition, rehabilitation, and operation of multifamily rental projects for low and
moderate income families in rural areas.*

Section 811: Supportive Housing for Persons with Disabilities. Program administered by
HUD under which capital advances are made to eligible nonprofit sponsors to finance the
development of rental housing with supportive services for disabled persons.

Section 142 of the Intemal Revenue Code: Tax law establishing and defining exempt
facility bond programs (multifamily housing bonds).

- SEC (Securities and~Exchange Commission): The agency that administers federal
securities laws.

Serial Bonds: Bonds issued with serial maturity dates and commensurate interest rates,
Servicing: The collection of payments on a mortgage. Servicing also consists of
operational procedures covering accounting, bookkeeping, insurance, tax records, loan
payment follow-up, delinquent loan follow-up, and loan analysis.

Single Family: Usually refers to one-to-four unit owner-occupied family housing,

Sinking Fund: A fund accumulated ‘by an issuer over a period of time which is
designated for use to retire debt, either periodically or all at one time.

Special Tax Bond: A bond secured by a special tax, such as a gasoline tax.

Spread: In bond underwriting, the difference between the price received for a security by
the issuer and the price paid by the investor.

Swap: A transaction in which an investor sells one security and simultaneously buys
another with the proceeds, usually for about the same price. The term is also used to refer
to an interest rate swap, in which an obligor on fixed-rate debt agrees to exchange
repayment responsibilities with an obligor on a similar amount of variable-rate debt for a
stated period.

Syndicate: A group of investment bankers and commercial banks which buy (underwrite)
a new issue from the issuer and offer it for resale to the general public.

T

Take-Down: (Sometimes referred to as take-down concession). The discount from the
list price allowed to a member of an underwriting account on any bonds it sells.



Targeted Area: An area of chronic economic distress or an area with a high percentage of
low income families entitled to special treatment (e.g., higher purchase price limits) under
the MRB and MCC programs.

Tax Anticipation Notes (TANs): Notes issued by states or municipalities to finance
current operations in anticipation of future tax receipts.

Tender Bond: A bond which gives the investor the option to tender or “put” the bond to
the issuer at par on a specified date. A premium is paid for a tender bond because the put
option affords protection against the erosion of principal during periods of rising interest
rates.

Term Bond: A bond that has a single stated maturity date.

TEFRA Hearing: A public hearing required prior to the issuance of certain kinds of tax-
exempt bonds. The hearing allows persons to express their views on both the 1ssuance of
the bonds and the location of the proposed facility.

Total Bond Indebtedness: The amount of total general obligation debt issued by a
municipality, regardless of the purposes of the debt. :

Triple Exemption: Securities on which the interest is exempt from federal, state, and
Jocal income taxes.

True Interest Cost (TIC): A method of calculating bids for new issues of municipal
securities which accounts for the time value of money.

Trustee: A bank designated by the issuer as the custodian of funds and the official
representative of the bondholders. Trustees are appointed to ensure compliance with the
contract and to represent bondholders to enforce their contract with the issuer.

U

Underwrite: To purchase a bond or note issue from the issuing body for the purpose of
reselling the securities to the general public.

Unlimited Tax Bond: A bond secured by the pledge of taxes which is not limited by rate
or ammount.

v
VA (US. . Department of Veterans Administration, formerly the Veterans |
Administration): A federal agency responsible for administering veterans benefits
programs, including the provision of federal guarantees for home loans for veterans.

Y

Yield: The dividends or interest paid on a particular security, expressed as a percentage
of the current price or cost price or as related to the maturity of a bond.

Yield-to-Call: The hypothetical return which is projected to be earned on a bond,
assuming that the issuer calls it on the first date permitted.



Yield-to-Maturity: The hypothetical return which is projected to be eamed on a bond,
assuming that the bond is held to maturity.

Z

Zoning: The designation by a city or county authontles of the eligible uses of property or
eligible kind of activities in a specific geographic area.

Zero Coupon Bonds: Bonds which sell for less than their face amount because no mterest
is paid unti] maturity. The face amount represents the full amount of principal and
accumulated interest (with effects of compounding) at maturity (also see Capital
Appreciation/Accumulator Bonds).

¢
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