MaineHousing

Maine State Housing Authority

Minutes of the Board of Commissioners Meeting
September 20, 2011

MEETING CONVENED
A regular meeting of the Board of Commissioners for MaineHousing convened on September 20,
2011 at the offices of MaineHousing, 353 Water Street, Augusta, Maine.

Chair Carol Kontos called the meeting to order at 9:05 a.m. with Commissioners Dale McCormick,
Barbara Berry, Raymond Cota, Bruce Poliquin, Mark Samson, Donald Gean, Sheryl Gregory, and
Elizabeth Mahoney in attendance. Commissioner Nikki McLean was absent. There was a quorum
present.

PUBLIC ATTENDANCE

Other guests and staff present at the meeting include: Lincoln Merrill, Jr.; Donald Capaldo, Jr.; Wes
Phinney; Margaret Bean and Adam Krea, Deputy Directors; Tom Cary, Treasurer; Darren Brown,
Controller; Kirsten Figueroa, Director of Energy and Housing Services; Dan Brennan, Director of
Development; Nancy Fritz, Director of Homeless Initiatives; Craig Reynolds, Director of
Homeownership; Linda Uhl, Chief Counsel; Jodie Stevens, Counsel; Linda Grotton, Internal Audit
Manager; Laurie Murray, Deputy Controller; Bill Glover, Manager of Lending; Cindy Namer,
Manager of Homeless Initiatives; Kathy Kinch, Manager of Program Operations; Don McGilvery,
Construction Services Manager; and Jody Rollins, Office Administrator and note taker.

AGENDA

Chair Kontos distributed a revised agenda which included the item to Adopt the 2012 Qualified Allocation Plan.
Commissioner Gregory made a motion seconded by Commissioner McCormick to accept the revised agenda. All
Commissioners voted in favor of accepting the revised agenda. The motion carried 5-0.

MINUTES

Commissioner Cota made a motion seconded by Commissioner Berry to accept the Augnst 16th minutes of the meeting
as presented. Commissioner Poliguin requested that the minutes reflect that some business travel on the Director’s log
did not occur becanse mileage was taken from her schedule, and on occasion she did not make it to the event.
Compmissioner Samson requested additional langnage to reflect that when the errors were discovered they were corrected
immediately. All Commissioners voted in favor of accepting the amended minutes. The motion carried 5 — 0.

COMMUNICATIONS

| Mileage Adjustment]

Deputy Director Adam Krea distributed a spreadsheet showing taxable fringe benefit adjustments
that will be made to the Directot’s taxable income for 2008, 2009, and 2010. After consulting with
Baker, Newman and Noyes, MaineHousing will issue amended W-2 tax statements so the Director
will be able to file amended tax returns for the three years. Given the nature, size, and steps taken to
rectify the error, Adam stated that this does not pose any risk to MaineHousing. The process of
tracking business miles driven by the Director has been changed. She will keep a log tracking actual
miles driven for business purposes.




| Conflict of Interesf]

Commissioner Poliquin contacted Linda Uhl requesting additional information on MaineHousing’s
conflict of interest policy and potential conflicts of current Commissioners. The September 20
Board meeting packet included the policy and legal opinions prepared by Phillip Johnson of Johnson
& Webbert, MaineHousing’s conflict of interest attorney.

Commissioner Poliquin stated this information did not have everything he wanted. He is looking for
all business transactions incurred between MaineHousing and Commissioner’s employers, and the
nature of the relationship. After a lengthy discussion, it was decided that the appropriate forum for
Commissioner Poliquin is to meet with Linda Uhl, Chief Legal Counsel.

Chair Kontos reminded the group that all requests and communications from Commissioners
should go through the Director.

‘ Wood Pellet Vendor Contracts‘
Commissioner Poliquin requested additional information about why returning LIHEAP vendors
were required to complete lengthy contracts.

Kathy Kinch explained the LIHEAP contract process. It has been ten years since a returning wood
pellet vendor has been required to fill out a new application/contract. Due to significant changes
regarding confidentiality of client information and performance issues, a new contract was issued.

FINANCE REPORT UPDATE

Darren reviewed the single family delinquency and foreclosure information. He reported that the
overall delinquency rate has decreased by a fairly substantial amount from the beginning of the year;
however the in-foreclosure rate increased from 2.8% to 2.96%. Darren attributes the reduction in
the total delinquency rate to the servicer change that occurred at the end of last year for a large
segment of the portfolio. The in-foreclosure rate remains at an elevated level due in part to a
relatively new state foreclosure mediation law. Darren reported that actual foreclosures are running
higher than last year. Last year there were a total of 96 foreclosures, and during the first 7 months of
this year there have been 85. Darren noted that MaineHousing’s costs associated with foreclosed
and real estate owned properties are expected to increase over last year as a result of higher
foreclosures. Darren also reviewed the latest delinquency rates for all residential loans in Maine and
noted that MaineHousing’s rates remain well below the State of Maine rates.

FINANCIAL AND BUDGET RESULTS

Darren reviewed the balance sheets and statements of revenues, expenses, and changes in net assets
for the period ended July 31, 2011. He reported that the financial results thus far this year are fairly
consistent with last year and the troubled real estate and financial markets continue to have some
negative impact on MaineHousing financials. Historically low short-term rates have lowered
revenues from non-mortgage investments and higher foreclosures have increased costs. However,
in spite of the unfavorable economic environment, MaineHousing has continued to generate a
positive combined net operating income of approximately $4.3 million for the first seven months of
2011.



COST OF SELLING BONDS

Tom reviewed MaineHousing’s cost of selling bonds. He distributed a handout which detailed the
transaction costs of the three bond issues MaineHousing has sold to date in 2011. He said that his
review would focus on the transaction costs but said that he focuses as much or more on the bond
rates generated by the sale because over 99% of the total costs of a 30 year bond sale are composed
of the principal and interest payments on the bonds.

He said that MaineHousing uses a negotiated sale method which he felt was best suited to our bonds
which have complicated terms and credit stories.

Tom broke down the fee paid to underwriters in three components: (1) the Takedown or selling
commission (2) the Management fee, and (3) the Expenses.

He also provided a breakdown of the Cost of Issuance which is paid directly by MaineHousing. The
major items in this category are bond counsel, the rating agencies, the bond trustee, and the financial
printer.

Tom felt that although the transaction cost amount may be a little higher using the negotiated
method, there were offsetting advantages which led to lower all-in costs. Some of those he described
were:
- Longer, more intensive pre-marketing period directed by the Senior Managers.
- Exclusive Maine retail order period which focused on Maine buyers who benefit from the
double tax exemption.
- Flexibility with timing of sale.
- Flexibility with structure — MaineHousing has the flexibility to move bond maturities to
where the retail demand is concentrated.
- Delayed closing — MaineHousing has been closing bond issues 5-6 weeks after the pricing
and sale. This saves money by shortening the period bond proceeds are invested in very low
yielding short term investments.

Commissioner Mahoney commended Tom on doing an excellent job and possessing a drive and
determination to always do the best job possible. Commissioner Poliquin stated the presentation was
very helpful. He recommended that the Authority send out an RFP to solicit bids for bond counsel
work since it hadn’t in a number of years.

OVERVIEW OF THE HOMELESS PROGRAMS RULE
Nancy Fritz announced her retirement and introduced the incoming Director of Homeless
Initiatives, Cindy Namer, and assured the group they were in capable and passionate hands.

Nancy reviewed the many avenues of outreach that were taken by MaineHousing to ensure we
reached all stakeholders across the State. The stakeholder input received was very positive overall.
The following changes were proposed: add language to comply with the Hearth Act, broaden the
rule to include prevention, and retain the current funding formula. An Ad-hoc committee was
created to advise what criteria MaineHousing should use for determining whether to add additional
shelter beds.

PUBLIC HEARING FOR HOMELESS PROGRAMS RULE
Chair Kontos officially opened the public hearing at 10:50 a.m. She reviewed the public hearing
process and introductions were made.



Wes Phinney, Deputy Director of York County Shelters and Chairperson of the Statewide Homeless
Council testified in support of the Homeless Program Rule.

The Public Hearing closed at 10:55 a.m.

ADOPT THE 2012 QUALIFIED ALLOCATION PLAN (QAP)

1. Dan Brennan and Jodie Stevens reviewed the QAP public hearing process to date. They
highlighted the five minor modifications made to the amended Rule. Dan Brennan
reported on two very active working groups — the Cost Containment Working Group
and the Design and Construction Manual and Green Building Standards Working
Group. The Cost Containment Work Group is digging into the why and how of the cost
components. They will continue to meet with an eye on next year and make
recommendations to the Governor’s office. The Design and Construction Group agreed
to make certain changes which will be in effect for this QAP, and will continue to meet
to consider additional changes for the next QAP. There was unanimous agreement to
keep the Green Building Standards. The Commissioners discussed possible changes to
the application fee schedule, but decided to keep it intact. Commissioner Poliquin asked
why it cost the Authority $200,000 - $300,000 to build two and three bedroom
apartments.

Commissioner Cota made a motion seconded by Commissioner Samson to adopt the 2012 Qualified Allocation Plan
amendment to Chapter 16, Allocation of State Ceiling for Low-Income Housing Tax Credit for one year.
Commissioners Poliguin, Samson, Cota, Gregory and Gean voted in favor of adopting the amended Plan,
Commissioner Mahoney voted against adopting the amended Plan, and there were no abstentions. The motion carried
5-1-0.

DIRECTOR UPDATES
e Dale attended the Blake Street Open House, a 10 unit transitional home developed by
Tedford.

e The Cost Containment meetings are going very well.
e Dale participated in a national filming project in support of LIHEAP funding.

COMMISSIONER UPDATES

¢ On behalf of the Board, Chair Kontos thanked Nancy Fritz for her years of service and for
the advocacy she provided to the people who are Homeless population. Everyone wished
her a happy retirement.

e Happy Birthday to Commissioner Gregory.

e Three Board member terms expire today — Barbara Berry, Elizabeth Mahoney, and
Raymond Cota. Each Commissioner was acknowledged for their contributions: Barbara for
her knowledge of Real Estate, her collaborative spirit and voice of reason. Ray for bringing a
strong voice of business to our deliberations, his ability to ask the tough questions, and for
being a careful listener. Betsy for her strong dedication to special needs housing, and passion
to make a difference. Retiring Commissioners were asked to attend the October meeting to
receive a shadow box as a token of MaineHousing’s appreciation of their service.

Barbara stated it was her pleasure and honor to serve on the Board and she is sorry to leave
the post. She passionately believes in our mission of affordable housing. Ray began his



journey as a Commissioner with a preconceived notion about state agencies, and leaves
knowing the good work MaineHousing does.

ADJOURN
Commissioner Cota made a motion seconded by Commissioner Berry to adjourn the Board of
Commissioners meeting. The meeting was adjourned at 11:50 a.m.

Respectfully submitted,

Donald Gean, Secretary



