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

August 24, 2011
San Juan College
4601 College Blvd., Room 9008
Farmington

Wednesday, Auqust 24

9:00 a.m. Call to Order

9:05 a.m. Welcome
—The Honorable Tommy Roberts, Mayor, City of Farmington

9:10 a.m. Approval of the Minutes

9:15a.m. New Mexico Mortgage Finance Authority (MFA) Update
—Jay Czar, Executive Director, MFA

9:25a.m. Federal Housing and Economic Stimulus Update: American Reinvestment
and Recovery Act of 2009 (ARRA) Update and Post-ARRA Projections;
Neighborhood Stabilization Program Update
—Joseph Montoya, Deputy Director of Programs, MFA

9:45 a.m. Federal Housing Policy and Budget Trends
—Erin Quinn, Senior Policy and Program Advisor, MFA

10:15 a.m. Tour

—Weatherized Home — Orla Fincher, Homeowner
—702 North Chaco Ave., Farmington

—NMultifamily Development — La Terraza Apartments
—900 Cannery Court, Farmington

12:45 p.m.  Adjourn



ARRA Funding Update

New Mexico Mortgage Finance Authority

A

As of July 31, 2011 MFA
Appropriation/ . Percentage . . . Percentage Amount Percentage
ARRA P A tR d Funding R t Locat A t Awarded
rogram Amount Requested mount Recelve Received unding Recipien ocation mount Awarde Awarded Expended Expended
Central New Mexico
. ) Albuquerque $6,537,423
Housing Corporation
Community Action Agency
of Southern NM Las Cruces $4,118,361
Weatherization Los Amigos Educational
Assistance Resource Center, Inc santa fe 211,227,621
Program $26,855,604 $26,855,604 100% — 100% $18,808,930 70%
MFA - T&TA, Equipment, Vehicles, etc. ,897,
(NM EnergySmart) quip ! 53,897,975
MFA - Admin $1,074,224
Total $26,855,604
Catholic Charities Albuquerque $931,610
Gallup Housing Authority  |Gallup $307,409
Housing Authority of the
. Las Cruces $561,213
City of Las Cruces
Rio Arriba County Housing "
Authority Espafiola $11,200
5an Juan County Farmington $555,621
Homelessness Partnership € ’
P ti d i
revention an $6,778,653 $6,778,653 100% Socorro County Housing ¢ $275,209 100% $5,063,807 75%
Rapid Re-Housing Authority
HPRP
( ) The Life Link Santa Fe $2,333,521
Ti del Sol Housi
erra ae1 >0 Housing Anthony $1,254,652
Corporation
N Mexico Coalition t
ew Mexico Coalition to Santa Fe $335,573
End Homelessness
MFA - Admin $212,644

Total

$6,778,653




A iati P t P t A t P t
ARRA Program ppropriation/ Amount Received ercer_1 age Funding Recipient Location Amount Awarded ercentage moun ercentage
Amount Requested Received Awarded Expended Expended
Downtown @ 700-2nd Albuquerque $401,044
La Pradera Hobbs $2,072,232
La Terraza Farmington $2,216,604
Villa Alegre Apartments Santa Fe $2,881,067
Villa Al Seni
tha Alegre senior Santa Fe $1,894,287
Apartments
Tax Credit Belen Apartments Belen $1,600,000
Assistance i . i
Program $13,876,558 $13,876,558 100% Casa Linda Apartments Silver City $344,249 100% $12,641,087 91%
(TCAP) .
Hilltop Apartments Los Lunas $770,000
La Villa Elena Apartments  |Bernalillo $359,734
Rio Abajo Apartments TorC $526,265
Sage Apartments Gallup $386,368
Southview Apartments Lovington $424,708
Total $13,876,558
Cimarron Il Anthony $9,525,110
Falcon Ridge Hatch $6,976,074
New Life Homes 4 Albuquerque $5,797,789
Tax Credit
Exchange $47,777,169 $47,777,169 100% Sawmill Senior Housing Albuquerque $7,354,176 100% $39,967,317 84%
Program - -
The Artisan at Sawmill
) Albuquerque $9,251,591
Village
The Village Sage Santa Fe $8,872,429
Total $47,777,169
Total All
Programs $95,287,984 $95,287,984 100% $95,287,984 100% $76,481,141 80%

MFA ARRA Funding Update - 07/31/11

%




New Mexico Mortgage Finance Authority 72\
ARRA-Funded Jobs by Program t

As of June 30, 2011 MFA
Prime Recipient / Sub-Recipient Jobs Saved/Retained1 Jobs Created® FTE
Prime | Sub-Contractor Prime | Sub-Contractor Prime | Sub-Contractor

New Mexico Mortgage Finance Authority (MFA) - Prime Recipient
Homelessness Prevention and Rapid Re-Housing (HPRP) 8 n/a 0 n/a 0.40 n/a
Tax Credit Assistance Program (TCAP) n/a n/a n/a n/a n/a n/a
ARRA-funded Weatherization Assistance Program (WAP)/NM EnergySmart 42 n/a 4 n/a 2.97 n/a

Sub-total 50 0 4 0 3.37 0
Homelessness Prevention and Rapid Re-housing (HPRP) - Sub-Recipients
Catholic Charities 6 n/a 0 n/a 0.18 n/a
Gallup Housing Authority 1 n/a 4 n/a 0.98 n/a
Housing Authority of the City of Las Cruces/Dofia Ana County 1 0 4 0 1.63 0
New Mexico Coalition to End Homelessness 3 n/a 3 n/a 0.96 n/a
Rio Arriba County Housing Authority 2 n/a 0 n/a 0.21 n/a
San Juan County Partnership 0 2 7 1 1.52 0.07
Socorro County Housing Authority 0 3 5 1 0.52 0.81
The Life Link 4 6 15 8 2.47 0.63
Tierra del Sol Housing Corporation 4 0 12 30 1.43 2.76

Sub-total 21 11 50 40 9.9 4.27
Tax Credit Assistance Program (TCAP) - Sub-Recipients
Belen Crossing Apartments, Belen, NM (Pavilion Construction, LLC) 7 132 9 124 0.69 4.38
Casa Linda Apartments, Silver City, NM (Precision GCC, Inc.) 0 18 6 17 0.02 0.36
Hilltop Apartments, Los Lunas, NM (Pavilion Construction, LLC) 7 136 9 119 0.27 1.55
La Pradera, Hobbs, NM (Century Communities Il, LLC) 0 0 0 259 0.00 6.36
La Terraza Apartments, Farmington, NM (Qualcon Builders, LLC) 0 80 3 173 0.00 8.67
La Villa Elena Apartments, Bernalillo, NM (Precision GCC, Inc.) 0 24 0 45 0.26 0.40
Rio Abajo Apartments, T or C, NM (Precision GCC, inc.) 0 8 0 28 0.00 0.60
Sage Apartments, Gallup, NM (Precision GCC, Inc.) 0 20 0 39 0.09 0.51
Southview Place Apartments, Lovington, NM (Precision GCC, Inc.) 3 26 1 45 0.13 0.38
Villa Alegre (Family), Santa Fe, NM (Pavilion Construction, LLC) 7 180 20 217 0.40 18.76
Villa Alegre (Senior), Santa Fe, NM (Pavilion Construction, LLC) 7 162 21 200 1.35 6.56

Sub-total 31 786 69 1266 3.21 48.53
ARRA-funded Weatherization Assistance Program (WAP)/NM Energy$mart - Sub-Recipients
Central NM Housing Corporation 11 30 11 32 5.75 3.23
Community Action Agency of Southern NM 17 n/a 48 n/a 17.34 n/a
Eastern Regional Housing Authority 6 0 3 4 0.46 0.24
Los Amigos Educational Resource Center 19 0 70 35 18.47 7.13

Sub-total 53 30 132 71 42.02 10.60

Total 982 1632
Grand Total 2614 121.90

! Jobs Saved/Retained and Jobs Created are not full-time jobs. They reflect the number of workers who have spent any amount of time working on a given ARRA-funded program/project.

2 Full Time Equivalent (FTE) jobs since work began for each prime funding recipient or sub-contractor. FTE jobs are calculated based on average quarterly FTEs, which are derived by adding the number of hours worked by a
given recipient per quarter, divided by the number of workable hours in that quarter (i.e ., 520 hours in a quarter based on a 40-hour work week). This methodology has some margin of error, given that some
programs/projects begin or end mid-quarter.

3Jobs attributable to the Tax Credit Exchange Program are not tracked because the Exchange Program is not subject to Section 1512 reporting requirements. MFA estimates approximately 428 jobs are attributable to the
Exchange Program.



Back

Legislative Oversight Committee
August 24, 2011
Neighborhood Stabilization Program

ground:
Part of the Housing and Economic Recovery Act of 2008.
MFA granted $8.7 million of the $19.6 million allocated to New Mexico.
Funds are used to buy and rehabilitate foreclosed properties throughout New Mexico, excluding
the cities of Albuquerque, Santa Fe and Las Cruces.
Originally 10 counties, over time became mainly Sandoval County, with a few in Bernalillo
County.
Properties must be purchased for at least 1 percent (1%) below appraised value.
Rehabilitation includes achievement of energy efficiency (HERS) ratings
Homes sold to families with incomes at or below 120 percent of the area median income which
is up to $73,200 for a family of four in the Albuquerque area.
NSP requires a twenty-five percent set-aside for families at or below 50 percent of the area
median income, or $30,500 for a family of four in Albuquerque.
- Set-aside is being met by the purchase of a 22 unit apartment complex in Belen
where all units will be 50% units
For-profit and non-profit organizations have contracted with MFA to buy foreclosed homes

Current purchase and sale statistics:

Total
Total
Total
Total

Kaspia Group Inc. (Obligated $4,787,862.80)
Purchased 25 foreclosed homes in Rio Rancho

1 foreclosed home under contract for purchase

Sold 21 of those homes to income eligible purchasers
1 offer from income eligible purchasers signed

YES Housing Inc. (Obligated $3,627,510.40)

Purchased 16 foreclosed homes, 1 in Belen, 2 in Los Lunas, 13 in Rio Rancho
1 foreclosed home under contract for purchase

Sold 14 of those homes to income eligible purchasers

2 offers from income eligible purchasers signed

Bernalillo County Housing Department (Obligated $993,248.29)
Purchased 5 foreclosed homes outside of city limits of Albuquerque
Sold 2 of those homes to income eligible purchasers

3 offers from income eligible purchasers signed

YES NSP La Hacienda (Obligated $2,366,674)
22 unit rental projects, fully rehabilitated. Is rented to households whose income is at or
below 50% of median income

NSP funds awarded: $8,708,000.00

NSP funds allocated to admin: $783,720.00

NSP funds allocated to Acquisition/Rehabilitation: $7,924,280.00
NSP Acquisition/Rehabilitation funds obligated: $11,775,295.56

Purchased/Pending Purchase: 48 homes, 22 rental units

Total
Progr

Program Income received: $4,248,461.74
am Income projected within next year: $2,900,000

Projected units to be purchased: 14



AN
§
MFA

Federal Housing Policy and Budget Trends

Issue

National Impact/Impact on Housing

Impact on MFA, New Mexico

U.S. credit rating downgrade

e On August 5, credit rating agency
Standard & Poor’s (S&P)
downgraded, based on political
risks and rising debt, its rating of
U.S. long-term debt to AA+
(negative outlook) from the AAA
rating it had given the U.S. since
1941.

e The other two major ratings
agencies, Moody’s Investors
Service and Fitch Ratings, decided
not to downgrade their ratings of
U.S. long-term debt at this time.

Domino effect on the ratings of other debt and
agencies backed by the U.S. government, such
as the housing government-sponsored
enterprises (GSEs) and many municipal bonds,
including housing bonds.

Caused extreme market volatility; still, U.S.
Treasuries remain the flight-to-quality asset of
choice.

Analysts say that, over time, the downgrade
could push up borrowing costs for the U.S.
government, costing taxpayers tens of billions of
dollars a year. It could also drive up interest
rates for consumers and companies seeking
mortgages, credit cards and business loans.

MPFA’s issuer rating (currently AA-) has not
changed

Housing finance agency bond programs
securitized with mortgage-backed securities
were downgraded from AAA to AA+, so cost of
borrowing may increase in the future

If MFA's cost of borrowing increases, the
mortgage rates MFA offers to first-time
homebuyers will also increase

Moody’s has given the State of New Mexico’s a
tax-backed rating of Aaa and a senior most
revenue-backed rating of Aal, with a negative
outlook (August 4, 2011).

Debt debate part deux

e Debt ceiling legislation enacted on
August 2 calls for a two-step
increase in the federal debt ceiling
plus spending cuts of about $917
billion.

o Legislation also creates the Joint
Select Committee on Deficit
Reduction (aka “Super
Committee”) to slash an additional
$1.2 - $1.5 trillion from the deficit
over the next 10 years.

The Super Committee is required to vote on a
plan to achieve these objectives by November
23. If Committee members cannot agree on a
plan, or if either chamber of Congress votes it
down, automatic and severe spending cuts of
$1.5 trillion will be imposed equally on the
Department of Defense and domestic programs
including Medicare provider payments.

The Super Committee could recommend tax
reforms such as the elimination of the mortgage
interest deduction, tax-exempt municipal and
mortgage revenue bonds, and federal low-
income housing tax credits.

MFA receives a significant amount of program
funding from the federal government. Severe
cuts will reduce the volume and type of housing
activities MFA will be able to finance.
Tax-exempt mortgage revenue bonds provide
the funding for MFA’s first-time homebuyer
programs. MFA will be challenged to find a
different funding source for these programs.
The federal low-income housing tax credit
program is the most effective affordable rental
housing development tool MFA has. Reduction
or elimination of this program would severely
constrain rental housing development in NM.




Issue

National Impact/Impact on Housing

Impact on MFA, New Mexico

Housing finance and government-

sponsored enterprise (GSE) reform

e Various proposed measures
include winding down Fannie Mae
and Freddie Mac and setting up
different versions of a new housing
finance guaranty system.

e Debate revolves around how large
a role the federal government
should play and how much risk it
should take in our nation’s housing
finance system.

e Many market experts contend that the
government’s withdrawal from housing
financing at this time will further weaken a
struggling housing market.

e Some observers suggest that without a
government guarantee, the housing finance
market would operate fairly; borrowers with
good credit would be able to buy homes and
those without would be renters.

e Other experts have expressed concern that a
reduction in the government’s role will reduce
confidence in the market as well as liquidity,
which will in turn lead to less mortgage credit
availability (especially in the form of a 30-year,
fixed rate mortgage).

e Down payment requirements and other
gualifications could be prohibitive for many.

e Lending costs, risk retention requirements could
be passed along to borrowers.

e Shift in national homeownership policy goals
very likely — rental demand will further increase.

e At this point, most of the conversation is around
winding down Fannie Mae and Freddie Mac.
Fannie and Freddie no longer play a large role in
our single-family mortgage program, but they
play a role in multifamily programs, and their
absence has impacted MFA and the greater
affordable housing development community
and will continue to do so.

e Depending on how much the government
decides to pull out of housing finance, could be
difficult to attract the same volume of private
investors to the market for long-term, low-
interest first-time homebuyer loans.

Federal budget cuts

Cuts have already impacted housing counseling
(budget was zeroed out) and other federal housing
programs (HOME, CDBG, others) have been
reduced.

MFA does not have funds to supplement these
programs, so will likely see decline in production.




Issue

National Impact/Impact on Housing

Impact on MFA, New Mexico

Post-Recovery Act environment

e Recovery Act (stimulus) funds filled financial
gaps for a number of entitlement programs,
public projects, and strained state and local
government budgets around the country.

e Stimulus funds are mostly spent: what will life
be like after ARRA?

MFA received more than $95 million in stimulus
funds for four programs

Tax credit markets have rebounded somewhat,
so as long as tax credit program is still available,
tax credit projects will move forward

NM EnergySmart will see decline in production
MFA will no longer be able to offer HPRP

MFA will attempt to create an “NSP-like”
program (must identify a funding source)




2010-2011 Federal Housing Program Fund Summary

AN
MFA

Federal ProgramI/ How MFA Funding
Administering CorllJ'lmzn y Acquires Amount/ Beneficiaries Eligible Activities
Agency >€ Funding Value
Acronyms
HOME Formula grant FY11 allocation | Households earning no more than 80% down payment assistance to first-
Investment =$7,152,461 of the area median income based on time homebuyers
Partnerships family size (AMI) owner-occupied housing rehab
Program development of homes for
(“HOME”") ownership or rent, as well as some
related expenses
tenant-based rental assistance
certified Community Housing
Development Organizations’ (CHDOs)
operating expenses
Emergency Formula grant FY11 allocation | Homeless individuals and families as rehabilitation or remodeling of a
Depa‘rtment of Shelter Grant =$731,214 well as subpopulations within this building used as a new shelter
Housing and (“ESG”) group, such as victims of domestic operations and maintenance of an
g:);?opment Yiolence, yc?l.Jth, Reoplg with mental emergency shelter facility
(HUD) illness, families with children, and essential supportive services (i.e.,
veterans. ESG funds may also be used case management, physical and
to aid people who are at imminent risk mental health treatment, substance
of becoming homeless due to eviction, abuse counseling, childcare, etc.)
foreclosure, or utility shutoff. homelessness prevention
Housing Formula grant FY11 allocation | Households earning no more than 80% development of housing units

Opportunities
for Persons
With AIDS
(“HOPWA")

= $280,246

(MFA will also
administer the City
of Albuquerque’s
allocation of
$324,634)

of AMI in which one or more members
is medically diagnosed with HIV/AIDS

costs for facility operations
rental assistance

short-term payments to prevent
homelessness

supportive services (e.g., case
management, etc.)




Program/

Federal How MFA Funding
R Commonly . . . . _—
Administering Used Acquires Amount/ Beneficiaries Eligible Activities
Agency Acronyms Funding Value
Neighborhood Formula grant One-time Households earning no more than ¢ financing mechanisms for purchase
Stabilization authorized allocation of 120% of AMI (25% of funds must and redevelopment of foreclosed
Program under the $19.6 million to | benefit households earning no more homes
(“NSP1”) Housing and NM; of this than 50% of AMI) e acquisition/rehabilitation/resale or
Economic amount, MFA rental of foreclosed properties
Recovery Act of | received e land banking
2008 $8,708,000 to e demolition of blighted structures
be expended by e redevelop demolished or vacant
09/30/12 properties
Tax Credit Formula grant One-time Households earning no more than 60% | Rental housing development: TCAP
Assistance authorized allocation of of AMI (could be more restrictive, funds may be used for capital
Program under the $13,876,558; depending on the project). investment in eligible LIHTC projects.
(“TCAP”) American must be TCAP is subject to the same limitations
. Recovery and expended by (including rent, income, use restrictions
HUD, continued Reinvestment 02/16/12 and compliance monitoring) as
Act of 2009 required by the state housing credit
(ARRA) agency with respect to an award of tax
credits to a project.
Homelessness Formula grant One-time Households who earn no more than Homelessness prevention activities
Prevention and | authorized allocation of 50% AMI and who are either currently such as:
Rapid Re- under ARRA $6,778,653; experiencing homelessness or who are | e short- or medium-term rental
Housing must be at imminent risk of becoming homeless assistance
Program expended by e housing relocation and stabilization
(“HPRP”) 07/31/12 services

e mediation with property owners

e credit repair and case management
e security or utility deposits

o utility payments




Program/

Federal How MFA Funding
C Commonly . T -
Administering Used Acquires Amount/ Beneficiaries Eligible Activities
Agenc Fundin Value
gency Acronyms g
Housing Competitive FY10 award = Prospective homebuyers, low- to Pre-purchase homebuyer education
Counseling grant $181,940 moderate-income renters, and the activities such as:
Program homeless e individual counseling or group
HUD tinued education/classes
» continue e marketing and outreach initiatives
e training and capacity building
e computer equipment/systems
e administrative costs
National Competitive Award of Owner-occupants of single-family (one- | Foreclosure intervention and loss
. Foreclosure grant $148,590 must to four-unit) properties with mortgages | mitigation counseling activities such as:
NeighborWorks e . X .
. Mitigation be expended by | in default or in danger of default e counseling
America .
Counseling 12/31/11 e program-related support
Program e operational oversight
Weatherization | Formula grant Estimated FY11l | Households with incomes at or below Energy efficiency improvements such
Assistance allocation = 200% of the federal poverty level as:
Program (“NM $1,369,544 (Priority is given to the elderly, e weather-stripping, caulking, and
EnergySmart”) households in which one or more insulation

Department of
Energy (DOE)

members has a disability, and families
with young children.)

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

Weatherization
Assistance

Program (“NM
EnergySmart”)

Formula grant
authorized
under ARRA

One-time grant
of $26,855,604;
must be
expended by
03/31/12

Same as above

Same as above




Program/

Federal How MFA Funding
R Commonly . . . .
Administering Used Acquires Amount/ Beneficiaries Eligible Activities
Agency Acronyms Funding Value
Low Income Formula credit FY11 allocation Households earning no more than 60% | Rental housing development (may be
Housing Tax allocation =$4,122,764 of AMI (could be more restrictive, new construction, rehabilitation, or
Credit Program depending on the project) acquisition/rehabilitation)
(“LIHTC” or “Tax
Credits”)
Department of - - -
the Treasury Tax Credit Program MFA reqyested Households earning no mor? than 60% | Rental housing development: _Exchange
(Internal Exchange authorized and received of AMI (could be more restrictive, proceeds may be used for capital
Revenue Program under ARRA one-time grants | depending on the project) investment in eligible LIHTC projects.
Service) (IRS) (“Exchange in lieu of credits Exchange funds are subject to the same
Program” or for $47,777,169; limitations (including rent, income, use
“Exchange”) must be restrictions and compliance monitoring)
expended by as required by the state housing credit
12/31/11 agency with respect to an award of tax

credits to a project.




