MaineHousing

Maine State Housing Authority

Minutes of the Board of Commissioners Meeting
May 21, 2013

MEETING CONVENED
A regular meeting of the Board of Commissioners for MaineHousing convened on May 21, 2013, at
the offices of MaineHousing, 353 Water Street, Augusta, Maine.

Chair Peter Anastos called the meeting to order at 9:05 a.m. with Commissioners Adam Bradstreet,
Sheryl Gregory, Lincoln Merrill, Kristi Carlow (for Treasurer Neria Douglass), Donna Talarico, Don
Gean, Donald Capoldo, and Director John Gallagher in attendance. Commissioner Turner was
absent. There was a quorum present.

PUBLIC ATTENDANCE

Guests and Staff present included: Carl Chatto, Baker Newman Noyes; Kelly LaChance, KVCAP;
Judy Frost, WMCA; Bill Crandall, WMCA; Rick McCarthy, MCAA; Jamie Py, MEMA; Jack Comart,
ME]P; Lisa McGee, Community Concepts; Noreen Norton, Starboard Leadership; Kathryn Hunt,
Starboard Leadership; Margaret Bean, Deputy Director; Peter Merrill, Deputy Director and Director
of Communications and Planning; Tom Cary, Treasurer; Linda Uhl, Chief Counsel; Dan Brennan,
Director of Development; Denise Lord, Director of Housing Choice Vouchers; Craig Reynolds,
Director of Homeownership; Darren Brown, Director of Finance; Kirsten Figueroa, Director of
Energy and Housing Services; Laurie Murray, Assistant Director of Finance; Bill Glover, Manager of
Lending; Don McGilvery, Construction Services Manager; Kathy Kinch, Manager of Program
Operations; Linda Grotton, Manager of Audit and Compliance; Jodie Stevens, Counsel; Jane
Whitley, HR Manager; Deb Turcotte, Public Information Manager; Kyme Ferenc, Energy Programs
Compliance Officer; Lori McPherson, Energy Programs Compliance Officer; Betsy Mansir,
LIHEARP Fiscal and Program Specialist; and Jody Rollins, Office Administrator and note taker.

ADOPT AGENDA
Commissioner Gregory made a motion seconded by Commissioner Capoldo to accept the agenda. The vote carried
7=0.

COMMUNICATIONS AND CONFLICTS

Director Gallagher reported receiving a communication from Lewiston Mayor Robert MacDonald
expressing appreciation to MaineHousing and staff for their assistance to the City of Lewiston and
those affected by the recent downtown fires. Mr. Gallagher also noted the addition of a Strategic
Planning agenda in the Board packet.

Chair Anastos reported communication with oil dealers regarding LIHEAP pricing.

APPROVE MINUTES OF APRIL 23, 2013 MEETING
Commissioner Gregory made a motion seconded by Commissioner Capoldo to accept the April 23 minutes as written.
The vote carried 7 —0.



DIRECTOR UPDATES
Director John Gallagher provided the following updates:

e A Strategic Planning session will begin at 12:30 p.m. with consultant Kathryn Hunt of Starboard
Leadership. John reported that over 200 people have provided information to the consultant
through one-on-one interviews, focus groups, and on-line surveys. Partners have been very
responsive and complimentary of the opportunity to participate. Results will be shared with the
Board today.

¢ John thanked Denise Lord and Bob Conroy for the leadership they provided in response to the
Lewiston fires. All but two of the victims have been housed. Barbara Fields of HUD was
complimentary and will convey her compliments to HUD in D.C. Denise Lord will develop a
disaster recovery procedure guide.

e The Maine Real Estate Managers Association had their annual conference in Northport where
John was the keynote speaker.

e The past month has been busy with continuing work on the QAP. We are hoping that the
Legislature and Governor get together on the 4% bonds. Homeownership purchases are up
41%, with new originations up 47%. Craig Reynolds is very optimistic about production. The
MH interest rate is currently under market at 2.99%.

HOME ENERGY ASSISTANCE PROGRAM (HEAP) RULE PUBLIC HEARING

Chief Counsel Linda Uhl opened the hearing by welcoming the public and introducing the Board of
Commissioners and MaineHousing staff. Energy and Housing Services Director Kirsten Figueroa
provided a summary of the process to provide opportunities to stakeholders to give input. Counsel
Uhl explained the hearing process. Chair Anastos said the ultimate goal is to get the best deal for the
State of Maine. Stakeholders who provided testimony included: Rick McCarthy, Maine Community
Action Association; Jamie Py, Maine Energy Marketers Association; Bill Crandall, Western Maine
Community Action; and Jack Comart from Maine Equal Justice. A full transcript of the hearing is
available on the MaineHousing website.

Commissioners, MH staff and stakeholders exchanged ideas and answered questions. Chair Anastos
suggested that the oil dealers meet with a couple of Commissioners and MH staff to explore ideas
for savings in the future.

The hearing closed at 10:15 a.m.

ANNUAL FINANCIAL REVIEW

Finance Director Darren Brown welcomed and introduced Carl Chatto of Baker Newman Noyes
(BNN) and noted that the Annual Financial Review would cover the 2012 final budget results, the
audits performed, and a review of the financial results for the year.

BUDGET REPORT

Mr. Brown began by reviewing the budget results for the year. He reviewed the revenues available to
pay for operating and program administrative costs. He reported that actual revenues amounted to
$81.3 million and were under budget by $5.1 million. The budget variance was due to lower interest
income from mortgage and non-mortgage investments as a result of significant reductions in
mortgage receivables and investment assets and lower interest rates. He reported that total expenses
amounted to $80.5 million and were $4.2 million under budget primarily as a result of lower interest
expense. Interest expense was significantly under budget by just under $3 million as a result of
retiring $272 million of outstanding bonds during the year.



Mr. Brown then reviewed the operating and program administrative expense budgets. He reported
that operating expenses were over budget by $465,000 due to the program administrative changes
made in 2012 to bring all administrative work associated with the Section 8 Voucher program in-
house. This work had been outsourced to agents in previous years. The program administration
changes were unplanned, not included in the budget, and caused a shift in costs from direct program
expenses to operating expenses. The budget overage with operating expenses was offset by a
budget underage with direct program expenses of $1.1 million. This underage was due primarily to
lower administration fee payment to Section 8 Voucher agents. In total, operating and program
administrative expenses amounted to $20.1 million and were under budget by $614,000.

Mr. Brown reported that capital expenditures amounted to $1.1 million and were under budget
amount by $318,000. The majority of the expenditures were for the continuing development of the
MERAC (Maine Energy Residential Assistance and Conservation) and ECOS (Energy Conservation
Online System) systems, which amounted to $730,000.

AUDIT REPORT

Carl Chatto provided an overview of the two audits that Baker Newman Noyes were engaged to
perform, a financial statements audit and the Federal Financial Assistance Programs audit in
accordance with the Single Audit Act and OMB Circular A-133. It is the objective of BNN to obtain
reasonable assurance that the financial statements are free of misstatement. In their opinion, the
financial statements were presented fairly, in all material respects, and they issued an unqualified or
“clean” opinion. Catl also reported that there were no deficiencies or material weaknesses noted
with the agency’s internal controls over financial reporting and no noncompliance matters. There
were also no management letter audit findings.

Mr. Chatto reviewed the significant audit areas, which consisted of cash and investments, loans,
allowance for loan loss, bonds, interest rate swaps, accruals related to federal programs, and their
relative revenue and expenses.

The Federal Financial Assistance Audit is still in process. This audit is to determine whether the
federal programs have been administered in compliance with federal guidelines. The due date is
September 30, 2013.

OVERVIEW OF THE MORTGAGE PURCHASE PROGRAM

Tom Cary reviewed the performance of the Mortgage Purchase Program in 2012. The Mortgage
Purchase Program is where MaineHousing funds its single family and multifamily housing programs
through the issuance of tax exempt bonds. Maintaining the Aal/AA+ Bond rating is critical to
generating affordable housing, and Tom reported that the MPP was able to maintain its profitability
even though the challenge of very low investment rates and elevated losses from delinquent
mortgages continued to present a challenge. There are currently about $1.3 billion MPP bonds
outstanding.

A significant negative in 2012 was that the mortgage portfolio decreased by over $70 million as the

single family program ran at its lowest level in recent memory. Tom reported that he is hoping for a
reversal of this trend as our single family lending rate is now under market rates for the first time in
over a year.

Tom reported that a source of concern in recent years has been finding replacements for
remarketing agents and letter of credit providers in connection with the $280 million variable rate



bonds currently outstanding in the Mortgage Purchase Program. Since the financial crisis, there are
fewer firms offering these credit supports, the prices of these products have been increased
substantially, and many of these firms are still avoiding exposure to housing credits. The situation
appears to be improving. In spite of the challenges, Tom estimated that the MPP saved
approximately $5 million in interest expense in 2012 compared to the interest rates that we would
have paid if fixed rate bonds had been sold instead of variable rate bonds.

While competing with the market was challenging in 2012, tax exempt bond rates were at very low
historical levels. MaineHousing took advantage of this in 2012 by refunding over $250 million
bonds. Tom expects to continue taking advantage of the market in 2013. The savings gained in these
refunds can help us maintain our profitability and generate subsidy for program initiatives.

COMMENCE RULEMAKING ON 2014 QUALIFIED ALLOCATION PLAN
DISCUSSION

Director of Development Dan Brennan presented the revised QAP and point breakdown to the
Commissioners. Dan was seeking approval of the draft QAP to proceed with the public hearing at
the June Board meeting. He reported no substantive changes since last month. Discussion occurred
around reducing the affordability level from 60% at 50% median income to 40% at 50% median
income. A draft has been sent to the Governor’s office for approval. If there are no substantive
changes following the public hearing in June, MaineHousing will seek Board approval of the final
QAP in July with a September 27, 2013 application deadline.

Commissioner Capoldo made a motion seconded by Commissioner Gregory to commence rulematking for the Low

Income Housing Tax Credit, 2014 Qualified Allocation Plan. The motion carried 7 — 0.

HOME ENERGY ASSISTANCE PROGRAM (HEAP) RULE DISCUSSION

Ms. Figueroa and the Board reviewed comments that were made at the hearing. She will send Mr.
Comart’s written comments, and any others she receives, to the Board after May 31. The group
discussed the process involved should there be any substantive changes.

Commissioner Capoldo made a motion seconded by Commissioner Merrill to accept the Home Energy Assistance
Program HEAP Rule as proposed. "The motion carried 7 — 0.

INTRODUCE LIHEAP STATE PLAN

Ms. Figueroa referred to the memo in the packet and discussed the annual process for approving the
LIHEARP State Plan. Changes proposed to the Plan were reviewed. None of the changes were
significant. The public hearing will be in June.

OTHER
The Commissioners liked the electronic Board packet and requested that we continue to send it
electronically. Hard copies will be made available for Commissioners who request them.

ADJOURN
Commissioner Gregory made a motion seconded by Commissioner Bradstreet to adjourn the meeting. The motion
carried 7 — 0. The meeting adjonrned at 12:30 p.m.

Respectfully submitted,

Donald Gean, Secretary



